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New year and old desire 

The year which has just ended brought this counlry lo the crossroads. Thursday, 
June 26,1975 will go down in the annals of this country as the day which brought a 
new dimension to life. It caused people to search their souls and it also gave a new 
interpretation to the concept of democracy. Democracy without discipline, we were 
told, was a hollow concept, and then followed a spate of ordinances designed to incul- 
cate a spirit of discipline among the people. This was accompanied by the 20-point 
economic programme as laid down by the prime minister in one of her broadcasts to 
the nation. This programme has assumed the status of a political hymn; no public 
statement by a minister or a political functionary is considered complete without mak¬ 
ing a reference to it. Even the leaders of industry and business swear by it. 


Point of View 

cfhfrepr«n«urship In India 
—H.T. Parekh 

lOII Exploration— S.B. Das 

Window on the World 

- The Outlook In Woatern Europo 
r *-Jo9sleyn Hennessy 
New Rules to Hand Is Nsw Realitiss 

—E.B. Brook 

Trade Winds 

New Units Scheme; Credit for 
Jute Mills; Godavari Waters; 
Cabinet Changes; National 
Income; Perspective Plan for 
lAluminium. IDA Credit for 
^Fertilizers; Trade with France; 
Trade with Efcypt; Export of 
Handloom Garments to USA; 
Dairy Assistance from Denmark; 
Port Facilities for Coal Export; 
GSP Benefits from USA; New 
Company Law Rules; Indo-Egyp- 
tlon Engineering Cooperation; 
Names in the News 

[Company Affairs 

[Siemens India; Madura Coats; 
,'lndia Carbon; ACC; Indo 
Soiex; Bharat Carpets; Engi¬ 
neering Construction Corpora¬ 
tion; GIIC; News and Notes; 
New Issues; Dividends 

Company Meetings 
Delhi Cloth and Control Millo 
Co. Ltd. 

^Records and Statistics 

Agricultural Census 

Report on Currency and Finance 

t«H.TO 


Let it be said to the credit of the government that it did make a serious effort to 
correct disturbing imbalances in the economy by taking bold and sometimes stern rnea- 
• sures. The pampered industrial worker was told firmly that bonus was his share in the 
14 profit of a unit and where an enterprise made no profit he had no right to claim it. This 
was entirely opposed to the stand taken by the government some time back. Surely 
it needed courage to take this step. 

^7 The government also took concerted measures to reduce ihc supply of money 

in the hands of the people so as to blunt the inflationary tendencies in the economy. 
13 There is a view that the government overplayed its hand in doing so. This was evident 
from the sharp fall in the purchasing power of ihe people resulting in a serious jolt to 
a large number of consumer industries such as cotton textiles, automobiles, television 
sets, refrigerators, fans, sewing machines, paper and cement. In all these industries 
sales have become sluggish and the manufacturers are saddled with accumulated inven¬ 
tories. In many cases they are forced either to completely shut off production or to 
curtail it. Despite their earnest desire not to lay off labour, they are in a way left with 
no alternative but to take to the only drastic course open to t hem. 

On the plus side there was easiness in the supply of power, thanks to the mon¬ 
soons which filled the reservoirs of the dams. The agricultural sector got a shot in the 
arm due to plentiful fains and timely as well as adequate supply of inputs. The output 
of foodgrains for the current agricultural year is forecast at 114 million tonnes—an all- 
time peak—and this has naturally started a downward trend in foodgrain prices which, 
in some places, have fallen below the support prices. The procurement of foodgrains 
by the official agencies has overshot the targets in most of the states in the kharif season 
21-24 very encouraging prospects for the coming rabi harvest. With imports from ab¬ 
road the supply of foodgrains is expected to be extremely comfortable in 1976. 

The press in this country received special attention from the government in the 
form of three ordinances which were supposed to impart a new spirit of responsibility 
in the Fourth Estate. Besides terminating the life of the Press Council which seemed 
to be a weak instrument for controlling unhealthy tendencies in the press, ihe news¬ 
papers were put under certain restraint in the matter of publication of the speeches of 
members of parliament on the floor of the house. The truth of the matter is that news- 
25-28 papermen are themselves undergoing a drastic change in their outlook which is faith¬ 
fully reflected in their daily work. 

The new year cannot but revive the old desire for faster growth in the economy 
M the fountainhead for which lies in increased investment which, in turn, is dependent on 
the capacity of the community to be able to generate savings. Without increasing pro- 
jg duction and consequently rising incomes, higher savings arc well-nigh impossible. The 
Planning Commission is contemplating to increase the outlay for 1976-77 by as 
88 mi:h as 23 par cent over 1975-76. This is no doubt a right decision and perhaps 



the country has no choice in this regdrd. the recessionary tendencies in certain 
And now we have it on the authority of sectors of the economy. Undoubtedly 
the Reserve Bank of India that the new it was necessary to be cautious regarding 
year is likely to record a rise of five or six the re-emergence of the inflationary pres- 
per cent in national income, though it has sures in the economy but it would be 
hastened to add that the increase in invest- unwise to turn a blind eye to mounting 
ment expenditure should be based on unemployment caused by lay-offs result- 
domestic savings rather than on extensive ing from the weak market demand. The 
credit creation, ft ruled out reduction in country could ignore the impact of this 
excise duties or liberalisation of credit or unhealthy development at its own 
reduction of interest rates for relieving peril. 


Bright outlook for tea? 

Mr Pranab Mukhcrjec, ihe union minis- Mr Gupta suggested that Tea Board's 


ter of slate for Banking and Revenue, 
told the Tea Association of India at its 
annual meeting held in Calcutta on 
December 16, 1975, that he envisaged 
“a very bright future” for the lea industry. 
He expressed his happiness at the fact 
that the industry was contributing sub¬ 
stantially to the central and state revenues 
in the form of various taxes and observed 
that it should be possible for it to provide 
more revenues with the progressive in¬ 
crease in productivity, total production, 
and profitability. The minister referred 
to the better financial returns secured by 
the industry and suggested that it should 
utilise the surplus funds for modernisa¬ 
tion and development of the lea gardens 
and factories. But Mr S.S, Gupta's 
presidential speech at the association's 
meeting revealed that the industry con¬ 
tinued to be severely handicapped by 
heavy taxation and lack of adequate cre¬ 
dit facilities and that New Delhi's policy 
was not fully conducive to enable it to 
play its role effectively in lhe country's 
economy. 

Mr Mukhcrjec described the financial 
facilities provided by the Tea Board and 
advised the industry to utilise them for its 
development. He disclosed that under 
the Tea Plantation Finance Scheme, the 
total disbursement since its inception 
was Rs 529.28 lakhs. The amount 
given under the Machinery Hire Pur¬ 
chase Scheme was Rs 1036.70 lakhs for 
tea machinery and Rs 73.75 lakhs for 
irrigation equipment. Under the Tea 
Plantation Subsidy Scheme, the total dis¬ 
bursement was Rs 146.23 lakhs. But 


schemes should be liberalised and 
operated in a realistic manner so as to 
facilitate the industry to carry out its 
development programmes expeditiously. 
He said tluit the amount of loan given 
under the Replantation Finance Scheme 
was “quite insufficient” and that it should 
be raised to about Rs 20,000 per hectare. 
He stressed the need for a revolving loan 
under the Tea Machinery Hire Purchase 
Scheme and for increasing the ceiling 
from Rs 6 lakhs to Rs 10 lakhs. He 
complained that recently the loan appli- 
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cations were being delayed or rejected 
by the Tea Board on the ground that either 
the companies concerned did not have 
sufficient funds to repay or they did not 
need any loan since they had surplus funds. 

The board was also not prompt in 
giving sanction for the transfer of sterl¬ 
ing tea estates. The Agricultural Refi¬ 
nance Corporation provides funds to tea 
estates but Mr Gupta said that it was 
charging higher rates of interest and it 
covered only fifty per cent of refinance. 
Mr Gupta criticised the banks for not 
following a helpful policy towards the 
tea industry. He said: 4 ‘One of the banks 
is charging cpmmission on all sales which 


works out to about eight to 10 per cent 
additional interest over and above tyc 
normal rate of 15 per cent. The actual 
rate of interest which the borrowers 
have to pay sometimes works out to be 
24 to 25 per cent which even the 
private money-lenders do nit charge. 
Such practice almost amounttTto exploit¬ 
ing the borrowers complete dependence 
on the bank without considering the con¬ 
sequences on his finances. '■Moreover,; 
the same bank is not charging any commi- 
sion from the agency houses which 
shows its lack of interest in small growers. 

I would suggest for putting an immediate 
stop to such a discriminating practice 
and for introducing the same level 
treatment and one rate of interest. The 
statement by the bank's representative 
that the service charge of his bank is 
payable only by borrowers outside Calcutta 
is incorrect; and in fact, it is being charged 
from tfie same borrowers in Calcutta 
also”. The Reserve Bank and the union 
Finance ministry should look into these 
difficulties and direct the banks not only 
to refrain from discriminating practices 
but to play a positive role in promoting 
the prosperity of the lea industry. 

The tax policy of the government of 
India and the slate governments also 
needs modification to help the tety 
industry to flourish. The excise duty 
on the tea produced in Assam and West 
Bengal continues to be excessive. On the 
export of tea, full rebate of excise is 
not sanctioned and even the amount due 
to it is not promptly refunded. “Refunds 
arc delayed in the customs on very minor 
points, which definitely hampers our 
export efforts,” declared Mr Gupt;..- 
Moreover, the governments of Assam 
and West Bengal are not actively assisting 
the growth of the industry. In Assam, 
the agricultural income tax exceeds the 
corporate tax rates. West Bengal has 
also increased the rate of agricultural 
income-tax. The president of the Tea 
Association suggested that agricultural 
income-tax rates should not exceed the 
level of income-tax rates. He also plea¬ 
ded for the removal of the entry tax. 
Another proposal was that since no 
depreciation allowance was allowed off 
tea bushes, the first year’s expenses on 
new plantations up to 50 acres should 
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bb allowed as revenue expenditure. He 
pointed out that in the oxygen industry, 
100 per cent of the cost of cylinders was 
allowed as revenue expenditure in the 
first year itself. He wanted that the ex¬ 
penses on house construction also should 
be allowed as revenue expenditure since 
there w^s a compulsory obligation on 
this industry to provide houses to workers. 

i ■ 

Mr Mukherjee said that the tea industry 
was of vital importance to the economy 
of the country, that it should receive 
‘•earnest, utmost and urgent attention”, 
and that “government is doing all within 
its powers for tea development and pro¬ 
motion”. But, as Mr Gupta’s speech 
showed, the government has to take appro¬ 
priate measures in several directions to 
improve the industry's profitability and 
increase its capacity to compete effecti¬ 
vely in the foreign markets. In 1974-75 


India exported 217 million kg of tea Valued 
at Rs 215 crores. Mr Mukherjee said that 
inthe current fiscal year exports might 
be around 210 million kg but higher 
foreign exchange earnings were expected 
because of the bigger unit value realisa¬ 
tion at about Rs 1 i per kg. The minis¬ 
ter said: “Indications now are that the 
country may be able to achieve the target 
of Rs 230 crores fixed for export of tea 
in the current year. Further, it would be 
legitimate, on present reckoning, to pro¬ 
ject an increase of 10 per cent annually 
in export and that by 1885 such exports 
should not be less than Rs 400 crores”. 
To what extent this target can be achieved 
will depend largely on how quickly and 
realistically the government of India and 
the state governments adjust their policies 
towards the industry which accounts for 
33 per cent of the world’s production and 
32 per cent of its exports. 


"qnd other agencies are helpful. A study 
of the trends in procurement credit since 
the end of April this year indicates that 
some unusual developments have been 
taking place and procurement credit 
recorded a net rise of Rs 299 crores bet¬ 
ween April 25, 1975 and November 28, 
1975 against a decline of Rs 202.46 
crores inthe corresponding period of 1974. 
This would suggest that buffer stocks 
have risen by well over four million tonnes 
in seven months in 1975 when they dec¬ 
lined by 1.5 million tonnes in the same 
period in 1974, resulting in an addition 
to buffer stocks by 4.5 million tonnes. 
This conclusion would be justified as 
procurement credit stood at a new peak 
level of Rs 867.92 crores on November 
28, 1975 against only Rs 220.70 crores 
on November 29, 1974. The increase 
of Rs 647.22 crores can easily constitute 
the value of additions to buffer stocks by 
live million tonnes. 


Mounting credit needs 


The cuangfs in procurement credit exten¬ 
ded by the scheduled commercial banks 
and other state agencies for effecting 
purchases of foodgruins in the past several 
months arc so revealing that the govern¬ 
ment of India should take timely decisions 
about how the procured and imported 
foodgrains should be stored and regula¬ 
ted. At no time in the recent past has 
there been such a steady rise in buffer 
stocks and in credit extended by banks 
against these stocks during lean months 
of an agricultural season. It is true that 
a peak of nine million tonnes of food- 
grains was touched in July 1972 when it 
was possible to effect heavy procurement 
purchases out of good crops and im¬ 
ports also effected in sizable quantities 
in earlier years. As a good part of these 
stocks was built out of imported 
foodgrains under the PL 480 agreement, 
there was no problem of financing the 
maintenance of buffer stock. 

* 

The difficulties are now arising in a 
different way; the value of imported and 
procured foodgrains has risen significantly 
^ in recent years and imports also are being 
secured on a commercial basis. These 
new .developments have necessitated 


allocations out of budgetary resources 
for imported foodgrains and bank credit 
for procurement purchases. It is not 
now clear what exactly is the quantum of 
buffer stock held by the Food Corpora¬ 
tion of India (FCI) and other agen¬ 
cies. This is because no precise details 
are available about the quantities of im¬ 
ported foodgrains held by the government 
on its own account or the quantum of 
purchases by the FCI and other agencies. 
It has, of course, been broadly indicated 
that imports of about five million tonnes 
may be made against commercial purchases 
and udder deferred payment arrange¬ 
ments. It has also been indicated that 
procurement of wheat against rabi crops 
was around four million tonnes earlier 
this year while procurement of rice and 
coarse cereals in the current agricultural 
season may be around 6.5 million tonnes. 
But the difficulty is in knowing what 
quantities have been actually imported 
and what, is the recent pace of procure¬ 
ment of rice and coarse cereals. 

It is in enabling a proper understanding 
of the flow of imports and pace of pro¬ 
curement that the changes in advances 
against foodgrains extended to the FCI 


There is reason to believe that the pro¬ 
cess of additions to buffer stocks had 
started even earlier as procurement credit 
at the end of April 1975 was higher by Rs 
145.83 crores as compared to the figure 
on April 26, 1974. It would therefore 
be justifiable to say that buffer stocks 
have risen by even 5.5 million tonnes 
over a period. The acuta! rise may be 
of larger dimensions as it is not known 
whether adjustments relating to imported 
foodgrains have been fully completed. 
There is of course some evidence to indi¬ 
cate that imports received in recent 
months have not been absorbed through 
sales effected by fair price shops. As the 
government anticipated the retention of 
these stocks, it should have derived some 
credit from the FCI by handing over a 
part of imports to the latter. This is 
borne out by the big jump in procure¬ 
ment credit in two months ending Octo¬ 
ber to Rs 741.14 crores from Rs 571.93 
crores at the end of August or a rise of 
Rs 169.21 crores. 

This is in strong contrast with the 
decline of Rs 134.53 crores recorded 
in the same two month-period last year. 
There could not have been surely procure¬ 
ment purchases of the dimensions indi¬ 
cated by the expansion of credit by sche¬ 
duled commercial banks in the two 
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months under reference. Though it is 
likely that some part of the increase 
might have been on account of purchases 
with dehoarding by farmers, the net 
increase in stocks by over 2.5 million 
tonnes, when there should have been a 
decline by 1,5 million tonnes, should have 
been mainly on account of imports being 
handed over to the FCi. 

Will it be permissible to conclude that 
imports arriving in recent months arc 
proving to be surplus to immediate 
requirements? Judging by the further 
sharp rise in procurement credit in 
November and the prospect of continu¬ 
ing heavy purchases till July, imports of 
wheal may not be even partly absorbed 
in spite of the fact that this cereal will be 
available from indigenous sources in 
large quantities only during the middle of 
April 1976. There are already reports 
that the offtake from fairprice shops has 
declined sharply and consumers arc 
switching over to rice and coarse cereals 
with the easier availability of the former 
and lower prices for the latler. The 
quantity involved is not stated to be more 
than 600,000 tonnes every month against 
1.1 million tonnes early in 1974 when 
there was severe drought in several parts 
of the country. 

The complaint now is about inadequate 
purchases by FCI and other agencies 
and a decline in open market prices to 
below even the procurement rate fixed 
by the central and state governments. 
It is now expected that procurement 
purchases of rice and coarse cereals out 
of kharif crops may be easily seven million 
tonnes and out of rabi crops six million 
tonnes. Out of the total of 13 million 
tonnes in 10 months ending July 1976, 
procured from indigenous sources the 
off-take from fair price shops may not 
be more than seven million tonnes. This 
would result in additions to buffer stocks 
by at least six million tonnes out of in¬ 
digenous production while imports may 
account for another two million tonnes 
if immediate efforts arc not made 
to defer deliveries or stagger purchases. 
With the prospect of additions to stocks 
by eight bullion tonnes and inferred 
stocks of 5.5 million tonnes, aggregate 
stocks may rise to 13.5 million tonnes by 


July next year. The actual level may be 
much higher as it is quite likely that the 
centre is holding on its own account about 
one million tonnes of imported grain 
pending adjustments. 

This is borne out by the fact that there 
has been deficit financing in the first eight 
months of the year in spite of larger 
aid receipts and buoyancy of tax revenues. 
Having regard to the success of the 
borrowing programme and the generation 
of internal resources on a larger scale by 
the central government undertakings, 
there may not be any need for deficit 
financing in 1975-76 even with a higher 
level of Plan and non-PJan expenditure. 
In view perhaps of the comfortable ways 
and means position of the central govern¬ 
ment it has been considered desirable to 
defer adjustments against imported stock. 


The burden on the banking system is 
bound to be heavy as an increase in stocks 
by six million tonnes from the end oft 
November to July next year is sure to 
be reflected in a spectacular .rise in pro¬ 
curement credit to over Rs 1600 crores. 

It has been indicated by the Reserve Bank 
that the policy in regard to gran f of pro¬ 
curement credit would be revised after 
the Rs 900 crorc-mark was reached. - 
It coyld not have been expected that this 
mark would be reached so soon. The 
outstanding credit on November 28, 1975 
was as high as Rs 867.92 crores. How 
will the additional credit of Rs 700 crores 
and more be extended by the banking 
system? Will it not be advisable undei 
these circumstances to avoid unnecessary* 
expenditure and minimise also the strain 
involved in financing imports or procured 
foodgrains to the extent possible? 


PEC's performance 


Even though the Projects and Equipment 
Corporation of India Limited (PEC)— 
a wholly-owned subsidiary of the State 
Trading Corporation—may not be able 
to achieve its current financial year’s ex¬ 
port target of Rs 32.65crores, as exports 
during the eight months to November 
1975 aggregated to not more than Rs 
15.50 crores, its overall performance 
during the last 21 months cannot be ter¬ 
med as unsatisfactory. This year’s 
target which envisaged an increase of 
nearly 66 per cent over the last year’s 
exports valued at Rs 19.60 crores, in 
retrospect appears to be loo ambitious, 
if note is taken of the fact that the reces¬ 
sionary trends in the developed countries 
have deepened conlrary to the earlier 
expectations of some improvement. This 
has not only upset the developmental 
programmes of most of the developing 
countries, particularly of the non-oil 
exporting ones, but has also led to the 
stiffening of the competition from the 
developed nations. 

In view of the above, even if the PEC 
is able to raise its exports to about Rs 30 
crores, as is envisaged now, it will mean 
that the addition to exports this year 
would approximately equal the growth 
last year which was of the order of Rs 10 


crores (In 1973-74, PEC’s exports totalled 
up to Rs 9.65 crores). Thus, within 
two years, the exports of the corporation 
would have trebled. No small achieve¬ 
ment, indeed! 

In line with the historical perspective 
which led to the establishment of the 
PEC, railway equipment continues to " 
dominate its expoit earnings. Out of the 
total exports of Rs 19.60 crores in 1974- 
75, this line of activity accounted for as 
much as Rs 9.36 crores. Exports of rail¬ 
way equipment this year are expected to 
be of the order of Rs 20 crores. 

The more encouraging fact about these 
exports is that they are being diversified* 
a good deal. Till last year they comprised 
mainly of wagons and coaches. This 
year they will include even rail ears and 
steam locomotives. The corporation is 
making concerted efforts to diversify these _ 
exports further to include diesel locomo¬ 
tives and signalling equipment. This 
should be evident from the fact that 
recently it has secured a Rs 12 crores ex¬ 
port order from Tanzania which includes 
the supply of 15 diesel electric locomo¬ 
tives besides five steam locomotives, 17^ 
passenger coaches and 30 wagons. The 
undertaking of construction of competely 
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new railway line on a turn-key basis in the 
devolving countries of Asia and Africa 
has also been thought, of as a measure 
'to diversify still further the exports of 
railway equipment. With this ertd in 
view the infrastructure development pro¬ 
grammes of the African and Asian count¬ 
ries ar&being studied closely. 

Moderate beginnings have also been 
made by the PEC for exporting general 
engineering goods. These exports last 
year aggregated to six crorcs of rupees. 
They consisted of garage equipment, auto 
ancillarics, hand tools, hacksaw blades, 
ACSR conductors and transformers. 
Nearly 50 per cent increase is targeted in 
this line of exports this year. These ex¬ 
ports too are being diversified. Besides the 
above items, the orders received recently 
include supply of tyres and petrol dis¬ 
pensing pumps. A breakthrough is ex¬ 
pected soon in securing orders for a variety 
of other engineering products such as fork 
lift trucks, construction equipment and 
machine tools. With a view to alleviating 
the distress caused to the auto ancillary 
units by the slump in the automobile in¬ 
dustry in the country, the corporation 
is organising a thrust for promoting the 
export of auto ancillarics in a big way. 

A much more important activity in 
which the PEC plans to engage itself in 
a much bigger way in the future than it 
has done so fat* is the undertaking of turn¬ 
key industrial projects, abroad. Currently 
it is supplying textile machinery to South 
Korea against an order valued at Rs 7.39 
crores. This order, which has so far been 
fulfilled to the exient of slightly over 50 
per cent, is expected to be completed by 
the end of the current year. Contracts 
,of the supply of textile machinery to 
Bangladesh have also been secured. The 
total turn-key contracts secured so far 
during the current year are stated to be 
worth Rs 7.9 crores, out of which exports 
to the extent of Rs 3.5 crores are expected 
to be made by the end of March next. 

It is encouraging to note that in under¬ 
taking turnkey projects abroad, the PEC 
is collaborating with other exporters in 
the field, both in the public and private 
sectors, and has decided to concentrate 
^on some specific lines so that it does not 
tread on the toes of others. The PEC 


intends to coniine itself, by and large, to 
the undertaking of turn-key projects in 
such industries as general engineering, 
textiles, cement, sugar, food processing 
and canning, vegetable oil, chemicals and 
petro-chemicals and metallurgy, besides, 
of course, the construction of railway 
systems. 

A three-pronged strategy has been 
thought of in this regard. First, the cor¬ 
poration is collaborating closely with 
the NIDC and EIL so that turnkey pro¬ 
jects can be undertaken in foreign count¬ 
ries, particularly in the light engineering 
industries, with Indian technical know¬ 
how. Second, such projects are being 
laken up with foreign collaboration. 
Third, the PEC will act as contractor or 
sub-contractor to foreign prime con¬ 
tractors. Discussions arc being held 
with prime contractors from Japan, the 
United Spates, the United Kingdom and 
the Soviet Union for this purpose. 

There is considered to be good scope 
for undertaking turn-key projects ab¬ 
road. The corporation has already parti¬ 
cipated in a number of international bids 
covering the supply of industrial plants 
and machinery for such industries as 


cement, coal and ash handling, refrigera¬ 
tion and cold storage, particularly in 
west Asia. It expects to secure orders 
worth Rs 10 to 15 crores in the near 
future. A very significant step that has 
been taken by the PEC for undertaking 
turn-key projects abroad is the keeping of 
a close watch on projects being financed 
with assistance from the Asian Develop¬ 
ment Bank and the International Develop¬ 
ment Association. 

Quite judiciously, the corporation is 
trying to meet the competition from the 
developed nations, which have liberali¬ 
sed their export credit terms a great deal 
in the recent past. Although it is not 
able to match there liberal terms, it is 
making its overall packages adequately 
attractive for the developing nations. 
Some relaxations in refinancing arrange¬ 
ments appear to be desirable so that the 
corporation is able to offer better deferred 
payment terms to its foreign customers, 
particularly from the non-oil developing 
countries. It is time (hat wc should make 
an all-out effort to establish ourselves in 
these markets. Incidentally, the PEC 
was able to double its profit last year— 
from Rs 39 lakhs in 1973-74 to Rs 81 
lakhs. 


Eastern Economist Annual Number 1976 

EASTERN ECONOMIST dated December 26 (now in Press) is the 
annual number 1976 which will analyze the state of the national economy 
with particular reference to the success achieved by the government in 
containing Inflation. In the light of this analysis it would try to assess 
what needs to be done to profit from the gains on the inflation front and 
secure the recovery and promote the resurgence of investment, produc¬ 
tion and employment. It la intended to study in this context the fortunes 
of the major areas In the agricultural, Industrial and tertiary sectors. 
Outstanding performance by Industrial units in the Investment, production, 
productivity or export field will be specially noted. 

Aa Is characteristic of this series, this annual number will be richly 
illustrated with statistics, charts and colour graphs. The aim will be to 
provide a graphic view of the state of the economy as well as the move¬ 
ment of important economic factors and forces- Priced at Rs 15 per 
copy, the annual number will be available to our regular subscribers 
without extra charge. Copies will be available from leading booksellers 
as wall aa from : 

The Manager, 

Eastern Economist, 

UCo Bank Building, 

Parliament Street, 

New Delhi-1. 
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Last year, over 3000 
industries came to Gujarat 
and found sufficient water 
and power, productive and 
peaceful labour, and a team 
of 3 dynamic Corporations 
with superb incentive 
schemes and infrastructural 
facilities. 


in the Land of Promise. 


Gujarat has the most efficient 
peaceful labour. Utterly loyal and 
firmly committed to the ethic of 
productivity, 

Gujarat also has the least water and 
power problems. Because it makes 
the most efficient use of what it has. 
(Last year.when most States were 
forced to impose crippling 50% 
to 80% power cuts, Gujarat needed 
only a mild 15% cut.) 

Gujarat has the most outstanding 
team of Corporations, tool 

GIOC offers the widest choice of 
estates (82), sheds (4000) and 
housing tenements (3000). And the 
best infrastructural facilities. When 
necessary, GIOC has also provided 
extra facilities in its estates. Like 
the special water treatment planta 
and filtration works at Vapi, 
Ankleshwar, Nan desari and Pandesara. 
GIIC has a record of high dynamism 
as one of the major catalysts of 
induatrialisation.To date, its 
suparb inter-institutional coordina¬ 
tion and the confidence it generated* 


helped establish one industry 
every working day I 
And GSFC has the bast assistance 
record. Lest year, it disbursed more 
financial assistance than any other 
similar financial Corporation in 
India: Rs. 14.32 croraa to more 
than 990 industries. 



So if you're looking for a good 
place to set up your industry... 


Come to Gujarat, 
the Land of Promise 
...and Performance! 


For further details on how we can 
help you. mail the coupon to: 

The Industrial Assistance Centre 
C-2 Block. Multi-storeyed Building 
Lai Darwaja, Ahmedabad 380 001 

r Please send me an Information Form 1 
• > 

| Name.....-.— { 

■ Address.*.| 

•. I 

■ Nature of Industry ProposecjjfExistinQ J 
j I have seen your advertisement in J 

S (Name of Publication) (Ostej ■ 

( ShllpitGC 14/75 A1 J 

1 --j"Tr n? 


GIDC 

GSFC 

GIIC 

GSIC 


Gujarat Industrial 
Development Corporation 
offars industrial land, shads sod 
infrestructuial facilities at 82 loca 


Gujarat Stato Financial Corporation 
offers liberal financial assistance 
upto Rs. 30 lakhs 
Gujarat Industrial 
Investment Corporation Ltd. 
fills the investment gap between total 
capital investment and base capital 
consisting of promoter s share plus 
assistance from other institutions 


Gujarat Small Industries 
Corporation Ltd. 

gives raw material end developmental 
assistance to small industries 



"The wheel* that gear 
industrial growth 
In Gujarati 
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H. T. Parekh 


POINT OF VIEW 


Entrepreneurship in India 


Entrepreneurship provides the dyna¬ 
mic element for development. Innova¬ 
tive ness, boldness in risk taking, imagi¬ 
nation and Vision are the distinguish¬ 
ing qualities of the entrepreneur. These 
spring from personal qualities and hence 
entrepreneurship has rightly been identi¬ 
fied with the individual. Since the pro¬ 
cess of economic growth in western demo¬ 
cracies began with industrial revolu¬ 
tion, entrepreneurship came to be 
^associated With industry. With develop¬ 
ment of science and technology and as 
productive process gets more complex 
and enterprises get larger, requisites of 
entrepreneur had to widen. Harnessing 
science and technology and improving 
organisation and management became 
a part of entrepreneurial function. 

Entrepreneurship in India has a 
long history. In 1850's, that is even 
prior to the industrial revolution in Japan, 
organised industries were set up in India 
mainly as a result of local entrepreneur¬ 
ship. The task of Indian entrepreneur 
was particularly difficult because he had 
to deal in a freely competitive situation 
ami with a reluctant support from the 
government. Despite this, India set up 
not only traditional industries like cotton 
textiles, sugar, cement and paper, but also 
modern industries like iron and steel 
plants and generation of hydro electric 
power. By 1939, India was self-sufficient 
in most of These fields, which got a fur¬ 
ther boost during World War II, 

narrow base 

However, in some respects, the entre¬ 
preneurial base in India was narrow. 
Apart from a sprinkling of British enter- 
prises, entrepreneurship was in three 
main communities: Parsis, Gujaratis and 
Marwaris. Much of the foreign enter¬ 
prise was located in the eastern parts of 
India, which was involved essentially 
in jute textiles. The British business 
houses did admirable pioneering work 
in engineering, in collieries and in plan¬ 
tations. In western India, entrepreneur¬ 
ship was essentially local in character and 
was centred on cotton textiles. In south 
again, based on supplying the needs of 
handloom industry, a cotton textile yarn 
industry had come up partly under local 
Entrepreneurship. In the absence of 
larger opportunities in India, some entre- 


This is the text of the 11th Shri 
Ram Memorial Lecture delivered 
by Mr H. T. Parekh, Chairman, 
Industrial Credit and Investment 
Corporation of India Ltd, on 
December 19, 1975 in the capital 
under the auspices of Punjab, 
Haryana and Delhi Chamber of 
Commerce and Industry. 

V_1_ 

preneurship got diverted to foreign lands, 
Burma, South Africa, East Africa, etc., 
in search of business by Chaltiars, Sin- 
dhis and Gujaratis, in which they made 
great success. 

The situation changed dramatically 
in 1947 as a result of the attainment of 
Independence. Independence meant 
that the government was no longer hos¬ 
tile to local entrepreneurs, nor did it 
discriminate against them vis-a-vis foreign 
entrepreneurs—even though, based on 
its own concepts of the role of the state, 
government might not have been as 
favourable to private enterprise as entre¬ 
preneurs wanted. 

congenial conditions 

MJreover, the conditions in which 
entrepreneurship had to operate be¬ 
came more congenial after Independence. 
Firstly, government recognised the need 
to provide institutional finance to pri¬ 
vate enterprise. This was clearly mani¬ 
fested in the formation of the Industrial 
Finance Corporation of India in 1948, 
and other finance institutions in the sub¬ 
sequent twenty years. 

Further, government embarked on a 
system of planning in order to accelerate 
the rate of growth of the economy. Plann¬ 
ing had two major beneficial effects on 
industrial growth: firstly, it laid down a 
system of priorities for industries and also 
targets to be achieved through grant of 
industrial licences, (n some respects, 
this might have appeared as a constrict¬ 
ing influence; for example, it did not 
allow the growth of cotton textile weav¬ 
ing ; or it provided that a part of the invest¬ 
ment, for example, in some priority 
industries like iron and steel, would be pre¬ 
empted by government and would be 
carried out through development of the 


public sector. It, therefore, meant that 
of the total industrial effort being made 
in ihe country, a part was not available 
to the private sector. However, the 
remaining part was so large (comprising 
as it did industries like engineering, che¬ 
micals, cotton textiles, paper, cement, 
sugar), that it left the hands of private 
entrepreneurs considerably full with pro¬ 
jects. Maybe, had these other areas 
also been kept open, the growth of pri¬ 
vate enterprise would have been even 
larger. However, even with the limita¬ 
tions contained in planning, the rate of 
growth of industry in the private sector 
reached a level, in quantity and diversity, 
which was never before historically rea¬ 
ched in the past. 

infrastructure 

Secondly—and this very often tends 
to be ignored—planning also meant the 
development of the required infrastruc¬ 
ture needed for industry. This involved 
development of power and water supply, 
as also transport, roads and communi¬ 
cations facilities. India had always a 
very strong base of education facilities, 
but these were also extended under plann¬ 
ing, particularly to cover technical edu¬ 
cation. 

Thirdly, government came forward 
with a large number of incentives in 
various sectors to promote growth of 
industry. These comprised not only 
the availability of development finance, 
mentioned earlier, but also fiscal incen¬ 
tives like tax holidays and development 
rebate, lower import duties on imported 
machines and other benefits. State 
governments began to provide rebates on 
power, rebates on sales tax, as also loans 
and other facilities. All these factors 
have meant that conditions for the growth 
of entrepreneurship in India were 
improved considerably compared with 
the situation in 1947. Entrepreneurship 
still remained an uphill task, particularly 
in respect of obtaining various govern¬ 
ment permissions which, with state con¬ 
trol, increased in large numbers. How¬ 
ever, overall the facilities offered and 
the profits accruing to entrepreneurs 
were such as to induce them to come in 
large numbers to industry. 

Before I discuss the evolution of entre¬ 
preneurship in India, I would like to dwell 
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on one aspect of Indian entrepreneur- 
ship, namely, the role of family entre¬ 
preneurship. As in countries like 
Germany, USA, etc., family entrepreneur- 
ship has played an important role in the 
development of Indian economy. Sett¬ 
ing up of several traditional and non- 
traditional industries was a result of 
the efforts of the family entrepreneurs. 

When the industrial structure became 
increasingly complex. professional 
management and the role of specialists 
like engineers, accountants, lawyers and 
others became indispensable. However, 
entrepreneurship is not a specialised 
knowledge of any one or more of these 
disciplines. The role of entrepreneur is 
that of a generalist who co-ordinates the 
expert knowledge of specialists and puts 
it to productive uses for the growth of an 
industrial unit. As in an orchestra the 
different instrument players are the spe¬ 
cialists, but without the baton of the 
director of the orchestra, the different 
notes cannot be brought together to make 
music. Like the music directors entre¬ 
preneur blends the different tunes. 
Family management is today out of favour 
due 10 new social forces and the 
concept of professional management is 
popular—but there need be no contradic¬ 
tion between the two as they can be blen¬ 
ded together. 

'fhe first group of entrepreneurs to 
be taken into account in assessing the 
role of entrepreneurs in India after Indc 
pendencc is the established group of 
entrepreneurs, which had already started 
before Independence. As I mentioned 
earlier, this group was mainly concerned 
with developing industries in the tradi¬ 
tional sectors—cotton textiles, cement, 
sugar, paper—the more modern industries 
like engineering being mostly with for¬ 
eign entrepreneurs. 

some restriction 

As it happened, under planning govern¬ 
ment did lay down a policy which seemed 
to restrict the growth, to some cxlent. ot 
traditional industries like cotton textiles 
or the ownership pattern of other indust¬ 
ries like sugar. Consequently, the field 
left open for the energies of traditional 
entrepreneurs generally comprised non- 
traditional industries. 

it was also in this group of industries 
that the major effort at . development 
began particularly after the second Plan. 
The main emphasis was on chemicals and 
general engineering, which, with a limi¬ 
ted base, were expected to expand much 
faster under planning. 

In a sense, these were not new industries 


to the traditional entrepreneurs, because 
many of them were essentially supply- 
industries to the traditional industries. 
Thus, textiles required dyes and chemicals, 
and the paper industry required caustic 
soda. It is in this group of industries 
that the traditional entrepreneurs turned 
in order to expand their activities. 

Moreover, with the large demand for 
textile machinery in the country as also 
the large demand for engineering products 
like ball bearings needed as com¬ 
ponents in engineering industries, tradi¬ 
tional entrepreneurs also turned to the 
development of engineering industries. 
The growth of the engineering industry 
as also of the chemical industry during 
this period was initially intended to meet 
domestic demand, arising cither out of 
substitution of imports being made or out 
of growth of demand. This is the sector 
in which traditionalists, therefore, tur¬ 
ned, given the fact that they could not 
multiply in their existing activities. 

technological change 

Even in respect of the traditional in¬ 
dustries, technological change had begun 
to take place. For example, in the case 
of cotton textiles, newer materials like 
rayon and synthetic fibres like nylon and 
polyester had begun to be produced. 
In their nature these involved not only 
new technology but also a highly capital 
intensive activity where adequate mana¬ 
gerial and financial resources were re¬ 
quired to take up thc^c industries. It 
was, therefore, to be expected that tradi¬ 
tional entrepreneurs with managerial and 
financial resources found it worthwhile 
to enter these fields. 

Apart from these activities, traditional 
entrepreneurs also found it profitable to 
enter newer fields, for example, items like 
automobiles, aluminium, special steels 
and so on. In these, their general back¬ 
ground of management of enterprises 
in other industries and their financial 
resources were a major consideration in 
their entry in these industries. 

You wil* thus find that a large number 
of the earlier established entrepreneurs, 
like Tatas, Birlas and Mafailals, who 
started their entrepreneurial career with 
such mundane industries like cotton and 
jute textiles, have new blanched out 
into a large number of industries like 
primary melals, automobiles and pctio- 
chemicals. Thus, early after planning 
began, Tatas branched out into commer¬ 
cial vehicle manufacture, as also service 
industries like fundamental research, 
consultancy and computer activity. In 
a short period of 15 years, the capacity 
of the vehicle unit had been increased 


eight-fold. The unit was set up in a back? 
ward state. Its products are accepted 
equal in quality to those produced any-, 
where else in the world, and it is a large 1 * 
exporter of commercial vehicles. Fur¬ 
ther, in a decade, it had established suffi¬ 
cient technical competence to do away 
with technical collaboration, and its 
development facilities are one of the most 

advanced. f 

# 

Birlas set up an aluminium plant which 
was expanded four-fold in ten years. 
The plant, started in early "sixties, now 
exceeds the capacity of a foreign-owned 
aluminium plant set up in the mid¬ 
thirties. Improvement in life style in 
villages takes place not only through 
glamorous things like transistors and 
nylon shirts, but also through such little- 
observed changes as replacement of 
earthen utensils by aluminium pots and- 
pans. 

Finally, Maflalals who were in the past 
identified with cotton and jute textiles, 
have branched out in petro-chcmicals. 
This forms the base of a large number of 
modern industries, including synthetic . 
fibres which have helped our export 
effort. 

These names arc only illustrations. 
Many family entreprcncurships have 
contributed to the country’s develop¬ 
ment, Sarabhais, Kasturbhais, Bangui's, 
Goenkas, JK’s. Thapars, Walchand, 
Murugappa, Scshasaycc, are some other 
names, but they do not exhaust the list. 
Even the most advanced atomic and space 
technology have been brought to India 
by them. 

varying expertise 

It is also interesting to note that 
different entrepreneurs have brought to 
bear different qualities. For example, 
Tatas have distinguished themselves for 
their pioneering efforts in newer and 
newer fields. While Tatas provide a 
model based on the west, Birlas provide^ 
entrepreneurship of the indigenous variety* 
based on native shrewdness, sharp busi¬ 
ness acumen and much greater cost cons¬ 
ciousness. 

Thus, established entrepreneurs have 
helped to diversify our industrial base. 

In this, we have followed the pattern 
which has laken place in other countries; 
established entrepreneurs move away 
from established industries to new 
industries. In India, government policy, 
restricting growth of traditional entries, 
has accelcraicd this process. This is 
how we have harnessed the energy of j 
established entrepreneurs to a social'* 
purpose. In this, we must give due 
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.credit to the British business houses, and 
the foreign firms (many of them multi¬ 
nationals) for their entrepreneurship 
and for their contribution to production 
and development of personnel and skills 
in India. 

In India, we are witnessing gradual 
transformation of family entrepreneur- 
ship with the injection of professional 
management into it. The strong wind 
of democracy and socialism has been 
^blowing over the country and this has 
done a great deal to sweep away the o*d 
notions of family business houses and the 
economic and financial privileges en¬ 
joyed by them. This was perhaps inevi¬ 
table. Nonetheless, this situation need 
not blind us to the valuable contribution 
which Indian entrepreneurship has 
been able to make to the country’s in¬ 
dustrial development. The political 
denigration of our business houses in 
the sixties was rather unfortunate, but' 
this phase has now passed. 

Admittedly, some business houses were 
exploitative and profiteered at the cost 
^of the community, which required correc¬ 
tive action. Thanks to the positive 
policy of government in broadening en¬ 
trepreneurship by encouraging new 
entrepreneurs, legislation depriving old 
entrepreneurs of their privileges and the 
business houses themselves readjusting 
their policies by themselves becoming 
professionals and absorbing profes¬ 
sionals from outside, entrepreneurship 
in India is undergoing a new change. 

the large houses 

> 

Some calculations seem to suggest 
that the 75 large houses in India were 
responsible for about half the industrial 
growth that has taken place in the private 
sector in India. In a sense, this means 
that proportionately their role was cut 
from 100 per cent to 50 per cent of in¬ 
dustrial growth. In terms of quality, 
perhaps, their role was even greater, in 
• A the sense that (hey entered the non- 
'Iraditional and technologically more 
advanced and more complex industries. 
Their effort, in keeping with the country’s 
planned development, was concentrated 
in essentially import substitutive activities 
which helped to fill out the industrial 
, structure in the country, making it more 
diversified, more self-sustaining, and more 
rounded. 

One of the earliest attempts of the 
government was to broaden the entre¬ 
preneurial base in the country. In this 
direction, government took two varie- 
^ ties of measures which helped to achieve 
rthis object. Firstly, it set up various 
incentives and facilities for the develop¬ 


ment of small industry; and secondly, 
government set up finance institutions 
and other facilities whose main objective 
was to provide access to finance to entre¬ 
preneurs who lacked a market rating 
because of lack of industrial experience. 

While people tend to think of industry 
as essentially large industry, it must be 
rccognscd that much of the industrial 
output emanates from what may be called 
the small scale sector. I am not referring 
here to the traditional handicrafts and 
village industries which arc based on 
hand methods not involving the use of 
machinery. 1 am referring specificlly to 
industries in which modern machinery 
is used but which do not involve a very 
large amount of investment or employ¬ 
ment of labour. There arc, today, about 
400,000small-scalc enterprises in existence 
in the country. 

ancillary industries 

Many of these industries arc off-shoots 
of the development of large scale industry. 
Many engineering products are assemb¬ 
lies of a large number of small compo¬ 
nents themselves, as in the case of machine 
tools, motorcycles, automobiles, air- 
conditioners, typewriters and many other 
products. While critical items required 
arc manufactured, and the final product 
assembled in large organised factories, 
many of the components arc capable of 
manufacture on a small scale and arc 
generally purchased out by the large 
assemblers. 

In addition, there are many products, 
some of them technically advanced, which 
are also capable of manufacture on a 
small scale. For example, while plastic 
material is a large industry, most plastic 
products arc made in small scale indus¬ 
tries. So also items like radios are made 
on small scale, based on purchase out of 
mass produced components and assembly 
on a small scale. Sometimes, I have a 
feeling that there are more manufacturers 
of television sets or automobile horns in 
India (wllere the output of these items is 
in thousands) than of the same items in 
the USA where the output of these items 
rises into millions. Whatever may be the 
industrial logic of this policy, it cannot 
be denied that in India many of these 
items are made on a small scale. 

Given this policy, India has had an 
upsurge of small entrepreneurs in a large 
number of diversified activities. Apart 
from Bombay and Calcutta, where many 
of them arc concentrated, we have 
inipoitant concentrations in states like 
Punjab, Gujarat, Tamil Nadu and in 
hundreds of industrial estates spread over 
the entire country. Many surveys have 


been njade of this spate of new entrepre¬ 
neurs, and the results have been quite 
surprising. It has been found that these 
entrepreneurs come from all castes and 
they have diverse education and other 
background. In many industrial estates 
it is found that the entrepreneurs are 
engineers, many of them foreign-trained 
and having worked in foreign companies 
abroad and in India, who threw away 
their jobs to start their own industries. 
These are the kind of entrepreneurs 
one comes across at the Okhla, Guindy 
and the Hyderabad Industrial Estates. 

In many industries, the large entre¬ 
preneurs themselves have played a major 
role in developing new entrepreneurs, 
in this matter again, Government 
policy has been a major factor in pushing 
through this development, government 
has often required rapid indigenisation 
in respect of many products. Large 
enterprises (like automobile and machine 
tool units), facing Ibis requirement, have 
often found it necessary to encourage 
ancillarics to make specific items for 
them. Such a system not’ only enables 
the large unit to keep down its financial 
and managerial commitments for addi¬ 
tional manufacture; it also enables the 
ancillary suppliers to develop speciali¬ 
sation in particular components, enabling 
them to meet (he needs of two or three 
major units. 

best examples 

One of the best examples of this 
phenomenon is L'scorts. Itself starting 
from a small beginning. Escorts now 
buys its requirements From more than a 
thousand small scale manufacturers. 
Moreover, it has set up a cooperative 
of its employees to supply components 
needed by it. This example has been 
followed also by Hindustan Machine 
Tools, which has set up an ancillary estate 
of small scale units. 

This is, in many respects, a welcome 
development. To some extent it provides 
what may be called an apprenticeship 
support to new entrepreneurs. Under 
the ancillary arrangements, a new entre¬ 
preneur is not only assured of a market 
for his product, but is also given techni¬ 
cal and other advice on his operations. 
Thus, he has considerable suppoit to his 
venture in exactly the stages when he 
needs it most. Considerable prolifera¬ 
tion of small enterprise has taken place 
in India in recent years, Much of it is a 
fall-out from the growth of larg$ enter¬ 
prise, confiiming the close relationship 
between large and small enterprises in 
the growth process. 

Government has played an import an 
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role in encouraging this kind of entr&> 
preneurs. It has set up small industries 
service institutes which try to get .the 
new entrepreneurs the processes invol¬ 
ved and the management technologies 
involved. Government has set up 
many industrial estates where sheds are 
available on cheap rentals or hire purchase 
terms and where infrastructure like 
power, water and transport as also ins¬ 
pection and other facilities arc made 
available. In this way, to sonic extent, 
the cost of setting up small industry is 
reduced to the individual entrepreneur; 
so also, the facilities, normally available 
to large industries, are made available 
to a group of small industrialists on 
a combined basis. Moreover, various 
finance institutions and banks provide 
finance to small industries on a liberal 
basis. 

small-scale sector 

In addition, government is now try¬ 
ing to reserve various products which 
are permitted to be made only in the small 
scale sector; under its industrial policy 
announced in 1973, there are more than 
150 items, including toothpaste, which 
are now reserved for the small scale 
sector. It is thus made possible for the 
small industry to be protected against the 
large manufacturer. 

Ult'mutely, the success of a small 
industry programme has to be measured 
by the extent to which it does not remain 
dependent upon special facilities for its 
survival and to the extent to which it is 
able to break out of the small industries 
syndrome into medium and large scale 
industry. Even by this measure the small 
industry programmes in India have been 
remarkably successful. It has been our 
experience that many entrepreneurs have 
come to us over and over again for mar¬ 
ginal expansions, always growing bigger 
each time while pretending to be very 
small. Moreover, wc have found many 
entrepreneurs who have come as big 
entrepreneurs to us but who really star¬ 
ted as small entrepreneurs after the Inde¬ 
pendence period. 

Even within the field of what may be 
called medium and large industry, new 
entrepreneurship begun to emerge 
at an early date. The sources of this 
entrepreneurial class essentially com¬ 
prised people who had fairly large finan¬ 
cial resources to be able to undertake 
projects of this size by putting in the 
required seed finance. There arc three 
main areas from which these entrepreneurs 
have come. 

Firstly, as Zuminduris were abolished 


and land ceilings were made effective 
(in respect of land holdings which were 
obviously too large to be able to avoid 
the ceiling laws), this deprived the land¬ 
lords of their occupation and earlier 
sources of income. Many of these people, 
theiefore, looked to alternative sources 
for investment of their funds. Some 
landlords converted their surplus land 
into holdings of sugar factories which 
they floated—as was possible in the ear¬ 
lier phase of land legislation. Many 
others who got compensation in the form 
of government bonds either liquidated 
such bonds or used the bonds as security 
to raise resources for taking up industry. 
In such cases, landlords went into diverse 
groups of industries, in no way related 
to their landholdings. 

The second group of entrepreneurs 
arose out of tht trading class in the coun 
try. Many of these traders had built 
up relationships with foreign suppliers 
of a large variety of goods—in the pre¬ 
war days and for some time after 
World War II was over. As India’s for¬ 
eign exchange position worsened in 
mid-fifties and traders were cut off from 
their import links with their suppliers, 
they recognised the need to substitute 
local supplies. Some of the more enter¬ 
prising traders, therefore, induced the 
foreign suppliers cither to set up manu¬ 
facturing facilities in India or to license 
them to set up such facilities with or with¬ 
out their financial participation. In a 
sense, this was an advantageous arrange¬ 
ment in that at least the traders had the 
necessary background in one aspect of 
the problem, namely, selling the output. 
On the other hand, very often the scale 
of manufacture required was much 
larger than the scale of imports made 
earlier. In such cases, the selling arrange¬ 
ments had to be strengthened. 

princely background 

In addition, a mixed bag of new entre¬ 
preneurs has come up. These comprise 
people who have princely background, 
who were formerly civil servants, or peo¬ 
ple of Indian origin who have come back 
to India. Most of these people have the 
essential financial resources needed to 
carry through projects. They have 
relied on foreign collaboration and local 
professional people in order to set up and 
manage the new enterprises put up by 
them. Finally, many people who had 
started industries in the pre-war days on 
a small scale, found the new climate 
created by Independence congenial to 
the development and expansion of their 
enterprises. 

There are many cases where new entre¬ 
preneurs have not only succeeded in sett¬ 


ing up new units, but in expanding them 
many-fold. We have, at ICICI, a case 
of a trader who set up a hand-tool unit 
at about the same time (early sixties) as 
some other hand-tool units were set uj>. 
Of the hand-tool units, this has been the 
most successful, expanding its capacity 
four-fold in the last ten years. So also, 
a spring company, started on a small 
scale, has grown, in bits and pieces, into 
a large enterprise. Wc also have the case 
of landlord families in Andhra Pradesh, 
which, starting from a small sugar unit., 
have built up a large sugar-cum-chemical 
complex. Similarly, a jeweller’s firm en¬ 
tered the nylon industry at the right time, 
in the process being able to expand many 
times during the last decade. On the 
other hand, we have also the example of 
a contractor’s Arm which, despite many 
difficulties, set up an insulator enterprise 
and keep it growing. 

-+4 

exhilarating experience 

Our experience with new industrialists 
has not always been the most exhilarat¬ 
ing: in fact, in business there is nothing 
like a path of roses, and the mortality 
rate, for the simple rcuson that a new 
entrepreneur lacks industrial background 
and staying power, is if anylhmg, higher 
among new entrepreneurs than among 
established industrialists. 

Thus, for example in ICICI’s port- 
folio, we have many projects, set up ini¬ 
tially by new entrepreneurs, which have 
run into difficulties or come to grief. In 
one case, a ball-bearing trader set up a 
ball-bearing project. It had teething 
problems and the trader did not have the 
resources to stay on. The project was sold 
off to another new party who, I must 
say, has made a great success of it. In 
another case, an architect set up a wire 
rope project: wc had more arguments 
with him on the cost of buildings for the 
project than about the market for wire 
ropes. Ultimately, it was the difficulty 
in selling wire ropes which compelled him 
to resign from the project. Finally, a 
young engineer, employed in a foreign- 
company, gave up his job to set up an 
agricultural implement factory. Despite 
overcoming initial teething and market¬ 
ing problems, he has not been able to 
place the unit on a sound viable basis. 
We also come across cases where not 
entrepreneurship, but desire to make 
quick money is the motive and wc have 
to be vigilant about questionable charac¬ 
ters pretending to promote industry. 

It is possible to offer many explanations 
for these failures, but I would offer two 
major reasons why new entrepreneurs, 
despite their initial enthusiasm and hard > 
work, fail to survive in their projects. 
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Firstly, industry is far more complex and 
subject to ups and downs than many 
other economic activities. Consequently, 
f it requires, besides enthusiasm and hard 
work, also staying power and luck. 
Very often, new entrepreneurs have 
been over-ambitious, taking up projects 
beyond their means or stretching their 
resources to the maximum at the planning 
stage. When such projects run into pro- 
t blems—cost over-runs, teething troubles 
at the production stage, marketing pro¬ 
blems — they do not have sufficient re¬ 
serves or staying power to stand out 
against the difficulties. There is nothing 
like a straight course in industry, and if 
an entrepreneur gets into an industry in 
its upward phase, he meets less pro- 
blems—*as happened in India in the early 
sixties—than if he gets into industry dur¬ 
ing a downswing, as was the case in India 
in the late sixties. Luck is an important 
constituent of success in business, as in 
other aspects of life, and new entrepreneurs 
need it as much as, if not more than, 
others. 

broader base 

As a result of all this effort, not only 
has industry become much more diversi¬ 
fied since the period of Independence but 
the entrepreneurial base itself has be¬ 
come much broader. 1 would consider 
this to be a major achievement of the 
industrial policies followed by the 
government. We have uncovered 
diverse entrepreneurial talents which, for 
lack of suitable environment, had not 
ventured in to industry. Once the en¬ 
vironment beedme favourable and 
government began to provide incentives 
for industry, this entrepreneurial talent 
has been tapped. Our experience has 
■ r shown that there is adequate entrepre¬ 
neurial talent available in the country to 
maintain the investment level at a rate 
much higher than was the case in the pre¬ 
war period 

One word of caution is perhaps neces¬ 
sary here. Entrepreneurship does not 
lie in only promoting enterprises one 
after the other. It must mean building 
up enterprises through sustained and 
devoted attention. To improve quality, 
# to seek perfection, to render service to 
’ the community and to win the confidence 


of the consumer, are integral require¬ 
ments of entrepreneurship. 

In addition to this, 1 would like to refer 
briefly to what may be called the social 
entrepreneurship which has come up in 
this country during the last 25 years. 
These entrepreneurs comprise essentially 
cooperatives and public sector. 

social objectives 

The reason for the growth of such entre¬ 
preneurs has been the social objec¬ 
tives of government policy, and to this 
end it has tried to restrict the growth of 
what may be called large houses. The 
fall-out from such restrictions has bene¬ 
fited other entrepreneurs, mainly the 
small and medium entrepreneurs; it has 
also meant that, in the spheres in which 
large entrepreneurs might have been ex¬ 
pected to act, government has supported 
other forms of entrepreneurship 

The cooperative form of entre¬ 
preneurship is most noticeable in the case 
of agro-based industries It has come 
up in a large way in the sugar industry 
and in cotton textile spinning In the 
case of the sug?r industry, farmers have 
combined to set up cooperative sugar 
units in financing which state govern 
menls and financial institutions, parti¬ 
cularly 1FCI, have played a major role. 
In the case of cotton textile spinning, 
very often the handloom weavers have 
come together in order to set up such 
spinning mills to assure themselves of an 
adequate supply of yarn. Increasingly, 
therefore, one notices the encroachment 
of the cooperative sector in industry. 
In the case of sugar, the cooperatives 
contribute to almost one third of the 
sugar capacity and production in the 
country. 

Partly, on ideological considerations and 
partly because of limitations of resources 
available with private entrepreneurs, 
government of India, at an early dale, 
announced its policy of reserving some 
industries for the public sector. It was 
felt that this would avoid concentration 
of economic power and would make for 
the more even distribution of income. 
It was also felt that in many of these 
industries the amount of resources is 
large and the gestation period for the units 
to become profitable entrepreneurs might 
not come forward to invest in such in¬ 


dustries. As a result, government under¬ 
took fhe setting up of units in these in- 
Hfistries in the public sector. Government 
entrepreneurship has now become 
as important as private entrepreneurship. 
In terms of investment, it is almost equal 
to private entrepreneurship, but the units 
are large sized and require special skills to 
manage them. 

We do need to assess our experience 
of entrepreneurial growth in the last 25 
years, and, on this basis, build a policy 
for the future. The last 25 years have 
been a major factor in broadening the 
entrepreneurial base in the country. In 
many cases, industries have increased in 
size, small units becoming medium units 
and medium units becoming large units. 
The fast developing small units which 
have come up with small resources of the 
entrepreneur and only marginal help from 
banks are likely to form the nucleus of 
the future large industries. 

Various factors have worked to bring 
about this development. Once the 
pace of development was accelerated as 
it was after 1951, it was inevitable that 
it would have been possible for the estab¬ 
lished entrepreneurs to bear the whole 
burden of development. Secondly, howe¬ 
ver, government policy, favouring new 
entrants to industry, and reserving some 
industries for them, has also facilitated 
the growth of new entrepreneurship in 
the country. 

a major role 

Finance institution have also played 
a major role in fostering the growth of 
new entrepreneurs in the country. In 
financing units set up by such entre¬ 
preneurs, finance institutions might 
appear to be as sagacious as racecourse 
punters. However, they have been will¬ 
ing to take such risks, fairly well calcula¬ 
ted, in backing new entrepreneurs. More¬ 
over, when their units have run into 
difficulty, finance institutions have nursed 
these units, helping them in various ways 
(o overcome their problems. 

As a result of developments during 
the last 25 years, not only have we 
diversified the industrial structure, but 
wc have broadened the entrepreneurial 
base on which it is built up. From a 
narrow group of entrepreneurs, we have 
now built up a broad spectrum of entre- 
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preneurship comprising small industria¬ 
lists, cooperative units, public * sector 
and joint sector enterprise. Develop 
ment of next 25 years would show that 
more progress could take place as in 
Japan. The modern age of science may 
probably throw up entrepreneurship 
like that of Soni, Honda, in Japan, and 
we could learn a great deal from the 
Japanese example. 

In many respects, the major consti¬ 
tuents of the present policy remain rele¬ 
vant for the future. It is necessary that 
we continue to broaden the entrepreneu¬ 
rial bt se, and, to this purpose, provide 
protection and incentives to new entre¬ 
preneurs and in new technical fields. 

At the same time, .he scale of enter¬ 
prise in India still remains small in rela¬ 
tion to modern technology. Both 
government units and units belonging 
to the large houses will continue to need 


Oil exploration 

The zooming price of crude oil in the in¬ 
ternational market has boosted the drilling 
and other exploratory activities for oil 
both on and offshore areas all over the 
world. All the nations have now engaged 
their attention towards search for new 
oilfields as well as fuller development of 
existing oilfields to meet the growing 
demand. 

India is endowed with an adequate energy 
resource base. According to an eminent 
Soviet scientist, there are about 4000 
million tonnes of potential recoverable 
oil reserves in India of which five per cent 
has so far been discovered. The reserves 
likely to be discovered by intensive drill¬ 
ing is sufficient to last for more than 150 
years at the present rate of consum¬ 
ption. 

These reserves can be established, 
according to foreign specialists, through 
more and more drilling of wildcat wells 
in the sedimentary basins of India as 
there exists a direct relationship between 
density of exploratory well (drilling mile¬ 
age) and crude reserves proved. This 


to expand in order to be competitive 
with large enterprises abroad. 

In an increasingly inter-dependent and 
competitive world, we cannot ignore the 
broad logic of industrial growth. While 
our policy in the past has been favour¬ 
able to industrial growth, it has often ten¬ 
ded to check, lo be negative towards 
growth of large units. This schizophern : a 
in policy has tended to create uncertainty 
and thus to inhibit growth. 

Now that the industrial structure is 
much vaster and the scale of operations 
is increasing, we do need to ask ourselves 
whether restrictions on scale of units are 
beneficial or harmful to the economy. 
We are now operating in a new context 
where control of industry by one esta¬ 
blished group or by an oligopoly of esta¬ 
blished entrepreneurs is difficult. In 
any case, we have built up a super struc¬ 
ture of financial and legal control on 
corporations which would make unfette¬ 


S. B. Das 

conclusion is drawn on the basis of study¬ 
ing records of achievement in other coun¬ 
tries. Canada had to drill some 22,000 
wildcat wells till 1970 to discover a reserve 
of 1.6 billion tonnes of oil with 10.5 
million cubic kilometres of potential oil¬ 
bearing sediments which represents ap¬ 
proximately one wildcat well per 500 cubic 
kilometres of oil bearing sediments and 
the USA drilled about 300,000 wildcat 
wells till 1970 to establish a reserve of 
20 billion tonnes of oil with about 12 
million cubic kilometres of potential 
oil-bearing sediments that represented 
about one wildcat well per 33 cubic kilo¬ 
metres of oil-bearing sediments whereas 
India has drilled about 200 wildcat 
wells (ou* of 2337 wells till April 1973) 
to establish about 0.2 million tonnes of 
oil with about 2.1 million cubic kilo¬ 
metres of oil-bearing sediments represent¬ 
ing approximately one wildcat per 9,000 
cubic kilometers of potential oil-bearing 
sediments. With the current rate of drill¬ 
ing activities, when will India be able to 
catch up with Canada? Incidentally 
Canada now drills 2000 wildcat wells 
every year. 


red exercise of ownership rights, of the 
kind prevalent in Victorian days, impossi¬ 
ble. 

As we seek to develop backward re¬ 
gions, as we try to build up our export 
potential, we shall, as in the past, need to 
assign greater and heavier responsibility 
to established entrepreneurs. 

i would, therefore, submit two major 
proposals for consideration. Firstly, it 
is necessary that we maintain tfte main 
contours of policy in respeef of fostering 
new enterprise. The emphasis m such 
policy should be on a positive induce¬ 
ment to new entrepreneurs, rather than 
restraints on established entrepreneurs. 
Secondly, we examine anew the role of 
scale in technology, and where technolo¬ 
gical considerations justify large enter-, 
prise, we positively accept the logic of 
industrial growth. The process of 
growth thus must go on building upon the 
established base which has been broadened 
during the last twenty-five years. 


This stark reality may provide a guide¬ 
line for drawing a policy imperative to 
intensify and diversify exploratory activi- 
tives in basins other than moderately 
explored sedimentary basins of Assam 
and Gujarat and progressively increase 
the number of wildcat wells to nearly 50 
per year within a short span of time so 
that in the near future these exploratory 
activities reward India with sufficient 
number of oil pools. Sedimentary basins 
other than these two had not so far receiv¬ 
ed due attention though favourable geo¬ 
logical conditions prevail there. 

A few basins which require imme¬ 
diate intensive exploratory drilling 
are West Bengal, Tripura, the Ganges, 
Rajasthan, Krishna, Godavari, the 
Andamans as well as off-shore basins 
in India. The average expenditure 
on one wildcat well comes to Rs 1.25 
crores. So about Rs 60 crores are 
required to be earmarked for explora¬ 
tory drilling every year. Certainly this is 
a point to ponder in the context of the 
glamour for joint ventures in oil explora¬ 
tion abroad. 
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The pipeline to 
prosperity gets a 
new dimension 


GST introduce 
125 mm to 
200mm dia pipes. 

Gujarat Steel Tubes now introduce a new 
range of larger diameter pipes. These pipes 
with dimensions of 125mm to 200mm die.* 
are specially made to suit the requirements of 
tubewells and industrial applications, 
including petro-chemical industries. 

Black or galvanised, screwed and socketed 

rnw" actw®ad*,* 10 *^ ma<to lo BSS. 
DIN.ASTM, API and other international 

specifications. Using the most modem 
welding technique—TUFFWELD- a high- 
frequency induction welding process. 
Competitively priced, carefully packed and 
delivered on time. 

Thia new range of pipes are stamped with the 
GST symbol of quality which has made its 
mark in over 40 countries all over the world* 

GST also make tubes and pipes in sizes 
ranging from IBmm to 100mm dia. 


Pipelines to 
prosperity 


GUJARAT STEEL TUBES LIMITED 
' Bank of India Building, Bhadrs 
Ahmedabsd 380 001 


Salts Office : ‘Sharma Building,* 8061/1, Bazar Slrklwalan, 
Haul Qazl, Delhi 110 006 



























mCHEN Guar Meal 
a high protein cattle feed 
if given to our milch animals 
can make our country 
self-sufficient in milk 


Malnutrition in its various forms is one of 
our country's pressing problems. Protein 
deficiency is proverbial and wide-spread. 
This is because the per capita availability 
of milk is only about 150 ml per day as 
against the basic minimum requirement 
of about 560ml. If ail the Guar of approxi¬ 
mately 2 lac tons per year produced in 
the country is processed to separate its 
constituents into Gum and high protein 


Guar meal, the forytfer can earn consider* 
able foreign exchange and the latter 
could solve the protein deficiency. Guar 
meal has approximately 92% digestive 
nutrients and 45% proteins. It has higher 
food value than Guar.itself and can be fed 
as such or mixed with grass, hay or husk, 
churi, bran or oil-cake. It not only in¬ 
creases the milk yield but also makes the 
animals healthy and stronger. 


Hindustan Gum £» Chemicals Ltd., Bhiwani, are producing Guar meal as a 
nutritious cattle feed. 



UlCHEM 


REGD. TRADE MARK 
Please send your orders or 
enquiries for Guar meal to: 

Hindustan Gum 
& Chemicals Ltd., 

Bids Colony. Bhiwani {Haryana) 
Phone; 61 • Gram: 'HICNEM* 


-i 

JM? , s 
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WINDOW ON THE WORLD 


The outlook in 


London 


ilossleyn Hennessy 


western Europe 


I 

Waiting for an Upturn 

Western Europe is waiting for an 
r upturn with its fingers crossed. All the 
major countries—West Germany, France, 
Italy, the UK—are running unprece¬ 
dented budget deficits and several forecast 
even larger deficits in 1976. They are 
therefore reluctant to increase them fur¬ 
ther by more reflation; they fear that the 
next boom could be even more inflationary 
than the last one. 

But will this boom come? 

The West German government lias 
said several times that recovery is just 
round the corner, but in the meantime 
unemployment has risen inexorably, 
though production figures in the third 
quarter were marginally up. Declining 
stocks and the apparent revival of the 
American economy are gleams of hope, 
but there can be no certainty of a revival 
as yet and there will certainly be high 
unemployment in the first few months of 
this year. 

0.1 the other hand, there is no justi¬ 
fiable reason to fear a return to the 1930s. 
Even the UK is not, as some pundits 
would have it, on the brink of collapse. 
The danger for the UK is simply the con¬ 
tinuation of the slow erosion of self- 
confidence and sense of purpose which 
has been evident for many years. In 
west European countries, the suffering 
which has been created by unemployment 
so far is no more than a slight exacerba¬ 
tion of the problems which have long been 
faced in certain depressed areas, parti¬ 
cularly the south of Italy and parts of the 
north of England and Scotland. Redun¬ 
dancy payments and earnings-related bene¬ 
fit protect workers from financial sit ran 
for a time, and psychological stress may 
not emerge until after some months of 
searching in vain for a job. Nevertheless 
during the winter and early months of 
this year, when 5,000,000 were expected 
to be out of work in the EEC, the stress 


will begin to be felt and if there is not a 
clear revival in the spring and summer 
the situation could begin to have serious 
social and political consequences, even 
in West Germany where there are already 
signs that trade union acquiescence 
may be coming to an end. 

Italian GNP was expected to decline 
by 3.5 per cent in J975, though this follows 
considerable growth in 1974. In 1976 
an increase of three per cent is hoped for 
bringing GNP back to just below the 
level of 1974, but this depends on several 
factors. First, the 86,000 million refia 
tionary package introduced last August 
and intended to be spent over the two 
years from then will have effectively to be 
boosting the economy by the spring. 
Giovanni Agnelli, the chairman of Con- 
finduslria, has expressed concern that the 
measures might get stifled in Italy's labo¬ 
rious and lethargic bureaucratic sys¬ 
tem, as others, including, for example, 
EEC aid to agriculture have in the past. 
Nevertheless, this time pressure from 
industry, parts of which are in desperate 
plight, on the one hand, and, on the 
other, the threat posed by recent Commu¬ 
nist election successes arc likely to spur 
the Christian Democrat machine into 
action. 

fears of unemployment 

Secoitd, if the foregoing measures 
arc effective they could easily produce a 
repetition of the rapid inflation and 
balance of payments deficit of 1974, 
leading to a sudden stop and higher un¬ 
employment. The difference between 
1974 and today is, however, the degree 
of realism and responsibility which the 
unions, particularly the Communist 
CGIL, have achieved. During the past 
autumn, the renewal of three yearly 
wage contrects was taking place. The 
autumns of 1972 and 1969 were both 
filled with much industrial strife, but last 
autumn unrest was considerably less. 
A cost of living agreement was concluded 
in February, and the unions sensibly 
concentrated on a job preservation 


rather than on higher pay without any 
corresponding rise in productivity. Redun¬ 
dancy payments arc 80 per cent of full 
salary, so only firms which felt that they 
needed a permanent reduction of then- 
labour force had any incentive to dismiss 
workers. 

There is, therefore, reason for sober 
optimism that Italy will be able to reflate 
while avoiding a new wage-led accelera¬ 
tion of inflation. Italy’s success neverthe¬ 
less, still remains dependent on improv¬ 
ing demand in its export markets. 

II 

French Revival 

Although, at the lime of writing, 
statistical information was not yet avail¬ 
able, there is a good chance that the 
French economy will begin to show signs 
of revival. Much of the government’s 
86,000 million tcflationary package in- 
roduced in Septcmbei laM was intended 
to have a direct effect on consumption, 
and with the current low level of stocks 
it was hoped that there would be a corres¬ 
ponding quick increase in production. 
If this proves to be the case, it may fake 
several months before it is widely accep¬ 
ted. When the boom had reached its 
peak in mid-1974 and production had 
begun to decline, it was three months ; 
before surveys showed any sign of a dent : 
in the optimism of industrialists. The ; 
opposite could well be the case this time, i 

But there is no immediate hope for the i 
955,000 recorded unemployed la^t Septem¬ 
ber. An upturn in production will be ; 
absorbed by a reduction in sheil-fime j 
working. Only a major revival, which ; 
can come from a general upsurge in world j 
demand, can solve the problem of ’ 
France’s uremployment. It was hoped i 
that during the winter and early months * 
of 1976 the level could be hcl # d around [ 
one million, which is belter proportio- j 
nately than the figures expected in all j 
other EEC countries. 

Inflation was expected to continue at ^ 
around its present rate of 10 per cent. It j 
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was hoped that the reflationary medsures 
would prevent any easing of pressure/ 
and that firms would have to increase 
their margins if they were to be able to 
find money for the investment needed for 
a sustained revival of activity. However, 
even though France has recently rejoined 
the “snake” alignment of currencies, its 
inflation rate ought not to undermine 
its competitiveness during 1976. 

West Germany may gain a slight ad¬ 
vantage from its own lower rate, but the 
other “snake” countries will face the 
same problems. France's reflation pro¬ 
gramme is the largest in Europe and it 
might turn out to lead the upswing in 
1976. The French balance of payments, 
which was expected to be in balance by 
the end of 1975, may as a consequence 
fall into deficit in 1976, hut not dramati¬ 
cally. The government’s forecast of 
4.5 per cent growth in 1976 compared 
with a fall of two per cent in 1975 should 
be achieved. 

IFO barometer 

The economic barometer of the West 
German economic research institute 
IFO. has shown a small improvement in 
every month since June 1975, but this 
will not prevent unemployment from 
reaching close on 1,550.000 in the winter 
and early spring, nor will it avoid a drop 
of 3 to 4 per cent in GNP in 1975. Sea¬ 
sonally adjusted level of foreign orders 
rose 11 per cent in September, which 
shows that West German industry re¬ 
mains keenly competitive. Given, how¬ 
ever, West Germany's large balance of 
payments surplus, West Germany can¬ 
not expect to be pulled out of this reces¬ 
sion by export-led growth, except to 
some extent by exports to the USA. 

For llie UK and Italy's deficits tobc 
worsened or for France’s precariously 
achieved balance to be badly upset would 
in the long run be self-defeating. Helmut 
Schmidt must therefore look to the revi¬ 
val of internal demand to solve his pro¬ 
blems. The government’s investment in¬ 
centives, which expired at the end of last 
June, succeeded in producing a consi¬ 
derable revival in investment demand 
wluch is probably a main reason for the 
injprovement in the IFO barometer. 
But if investment is not to fall back 
severely again, there must be an increase 
in consumer demand. The budget defi¬ 
cit was expected to be DM-55-60,000 
million in 1975, and much the same is 
forecast for 1976. The government, 
therefore, feels that it should not do any- 
th'ng more to stimulate the economy if 
the situation is to be prevented from gett¬ 
ing out of control. 

Meanwhile, the level of savings 
remains at the obstinately high level 
of 16 to 17 per cent of disposable 


income. The government can not 
complain of this, because it is part 
of the SPD’s philosophy to encourage all 
sectors of the population to increase 
their savings. Unfortunately the situa¬ 
tion has now been reached in which a 
moderate decline in the propensity to 
save would, by increasing production and 
income, actually increase the total value 
of savings. 

The present very low level of interest 
rates should provide some discourage¬ 
ment to savings, and consumption should 
grow a little faster than the 1 to 3 per cent 
recorded between the fourth quarter of 
1974 and the second quarter of 1975. 
The balance of payments surplus, which 
declined in 1975, is likely to increase a 
little in 1976. Inflation is expected to 
remain at between 5 and 6 per cent. It 
is not a major aim of official policy to 
decrease it further. GNP will grow bet¬ 
ween 4 and 5 per cent if the modera¬ 
tely optimistic assumptions concerning 
trends in the world economy are realised. 
Growth on that scale would still leave a 
considerable amount of under-utilised 
capacity, and unemployment between 
800,000 and 1,000,000. 

It now seems that real GDP for the 
whole of 1975 was some two per cent 
below 1974. The prospects for 1976 
depand largely on government policy. By 
reflating half way through the year, the 
government could get some growth in 
real GDP but only at the expense of the 
fight against inflation and the balance of 
payments. If, on the other hand, the 
Chancellor of the Exchequer maintains 
strict control on both private and public 
expenditure, GNP is unlikely to grow, 
but inflation and the external payments 
deficit will be markedly reduced. On 
balance, the latter of these two choices 
appears to be more likely, and this would 
mean continued weakness in most areas 
of domestic demand. Consumers’ ex¬ 
penditure is already sluggish and is likely 
to be further depressed by a fall in real 
personal disposable incomes, because 


under the current incomes policy the rise 
in earnings ifr likely too be outstripped 
by inflation for at least a year* Spending 
on fixed investment is also likely to fall. 
Some areas, such as North Sea Oil and 
private house building, will see an in¬ 
crease, but — even allowing for some 
additional investment incentives-—this will 
be more than offset by the fall foresha¬ 
dowed by the latest capital expenditure 
surveys in the manufacturing and dis¬ 
tributive industries. 

A fall of 2.5 per cent in consumption 
expenditure, and one per cent in fixed inv¬ 
estment are forecast for 1976. Unemploy¬ 
ment will rise and the rale of inflation 
should, by the end of the year, be down 
to about 12 percent. 

Thanks to the upturn in the world eco¬ 
nomy and the existence of much more 
spare capacity in the UK, the volume 
of exports of merchandise could grow 
by as much as seven per cent. Destocking 
having come to an end, the volume of 
imports is also expected to increase but, 
given the generally depressed condition 
of the economy, this is unlikely to exceed 
three per cent. Amidst rising world 
demand for raw materials, the movements 
in the terms of trade are not likely to be 
as favourable to Britain as it was in 1975. 
This should yield a visible trade deficit 
of £2,600 million compared with about 
£3,100 million in 1975. Invisibles are 
projected to grow by about 20 per cent, 
giving a current account deficit of £700 
million compared with an estimated 
£1,700 million in 1975. Sterling is expec¬ 
ted to slip further, perhaps by between 2 
and 2.5 per cent. 

Sources and acknowledgements: The 
foregoing summarises, by special arrange¬ 
ment, an exclusive report in the latest 
issue of European Trends , published quar¬ 
terly to subscribers only, by the Econo¬ 
mist Intelligence Unit (27, St James’s 
Place, London S.W.IA: INT), but the 
EIU is responsible neither for the wording 
of my summary nor for my interspersed 
comments. 
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WINDOW ON THE WORLD 

— • 

New rules to handle new realities 

E.B. Brook Vienna 


Mammoth conferences on trade and 
finance^ have been the fashion since the 
eatly thirties when the west European 
nations*fruitlessly tried to set their ailing 
economics right by decisions taken ; n 
debate. But the world economic con¬ 
ference in London in 1932 was a small 
affair compared with the negotiations 
which began in Paris on December 16 
between 27 of the world’s richest and 
poorest countries on international eco¬ 
nomic cooperation. The latter began 
after a series of postponements and a 
near-failurc to begin at all which empha¬ 
sized the complexity of the problems 
coming before it and the unwillingness 
of many industrial states, especially the 
USA, to bring up the subject for dis¬ 
cussion. 

The French, who have in the last two 
years, taken several initiatives highly 
irritating to other industrialized states, 
are the pushful hosts -the Americans 
and the B'ilish arc the unwilling laggards. 
The US Secretary of Slate Kissinger 
tried to smooth over the vast significance 
of the meeting by remarking that all 
economics are in ctdependent as well 
as all destinies and the British, to the fury 
of the French hosts, went beyond the 
attitude agreed by the European Econo¬ 
mic Community at Rome two weeks ear¬ 
lier by demanding a statement guarantee¬ 
ing a minimum safeguard for oil. British 
concentration on safeguarding the worth 
of what it sees as ib oil wealth in the 
relatively near future is a strong irritant 
to its Market partners. 

safeguarding interest 

The conference, now adjourned, is a 
complex affair in which four sets of states 
with differing economic interests arc try¬ 
ing variously to safeguard their favour¬ 
able trading positions, to impiovc their 
trading positions and to ensure that they 
receive at least a minimum benefit from 
the coming economic boom which will 
inevitably follow (he present recession 
and inflation. 

The communi s conn; lies which, dis¬ 
liking these mul il .teral economic 
strivings, are content to be represented 
by unorthodox Yugoslavia. 

The so-called developing nations con-, 
sist of slates wit 1\.vc vy ,diffbycnt forturtesL ‘ 
They include newly oil-iicli countries, 
such as. Sajudi Arabia and Iran, Vast; 
countries,* of ipixcd . ecbn^tiics Sudb^ ajjf 
India ana Brazil, smaller tnit iriftuehtial 


states such as Mexico and Algeria, very 
small states such as Jamaica, a rather 
miscellaneous group including Argentina 
and Pakistan and the world’s poorest 
nations—not developing at all but regres¬ 
sing — such as Bangladesh and Chad. 

The conference took a year to begin 
after being proposed by President d’Esla 
ing on an idea of Saudi Arabia's. A pre¬ 
paratory meeting last March produced 
much opposition, after which sonic of 
the registers--especially the USA— 
began to take a milder attitude. At a 
second meeting in October the USA and 
Algeria—which was suspicious of the whole 
business™-dropped their objections and 
agreed that raw materials as well as energy 
sources might be discussed. 

new commissions 

Four commissions have been set up— 
on energy, raw materials, development 
and financing. Each commission has 
a chairman and a co-chairman from 
groups of different interests. These chair 
men will meet late in January to prepare 
in greater detail the work of the coinmi- 
sions which will not begin their work 
until February. The delay is recogni¬ 
tion of the detailed and complex work 
ahead and it may well be a year before 
any material.progress is made towards 
the first stage of agreement on reforming 
the world’s trade. 

It was left to Dr Waldheim, the UN 
Secretary General, to repeat at ihc Paris 
initial session the objections to the con¬ 
ference previously voiced bv the USA, 
that the conference may well overlap 
and complicate the woik of the World 
Bank and the IMF, of GATT in Geneva 
now in the first half of its work of over¬ 
hauling /or .the second time the terms of 
world trade, and of UNCTAD. 

The danger of overlap ts very real, the 
complexity of international (trading rela¬ 
tions may well,become .more complicated 
and a further ^.vision may ‘ be cheated 
between the T^ec' yntofprlsx:' traders .and 
the socialist! .economics. As the 
Common Market reveals clearly enough, 
there .are ample, differences of Interest 
between similar ahd industrialized cotin- T 
{ rics^agiiculturaj . prices -and floor-price 
fox Sil arc only two examples' of recent 
' date-^and tKc'" did deftite bet ween pro¬ 
tection and free trade remains as vigo- 
'rou$ lasr ji whs' almost a cent dry ago. If 
UNCTAD " appear >o move 
That fadf eVripha??zes only the com : 
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plexity of their problems. 

The conference held in Paris is 
certainly a significant part in the 
process of phasing out a post-war 
era in which the Brellun Woods monetary 
agreement has been a guiding factor in 
international trade. 'The process now 
being slowly worked out by this new Con¬ 
ference on International Economic Co¬ 
operation (Cl EC), that has for sometime 
been in process of being worked out in 
Geneva by GATT and UNCTAD and in 
Washington by the World Bank, and IMF 
as well as in Brussels by the Common 
Market is a gradual overhauling and 
elaboration of the Brett on Woods. 

messianic idea 

Any messianic idea about CJTC will 
only be misleading: there arc immense 
facts which make a world consensus to 
bring about a more egalitarian world 
economic order a remote prospect. The 
oil producers, whose earnings have in¬ 
creased twenty-fold, arc the curicnt stars 
in the economic firmament; four countries 
control 70 per cent of the world's copper; 
four others contain 50 per cent of the 
world's rubber; two export 70 per cent 
of all tin and five have more than 90 per 
cent of the bauxite. Add to these in¬ 
equalities the long IJS leading control of 
the world's monetary system and its 
dominance in world tiadc because of tlie 
vastness of its economy, atjdt he obstacles 
in the way of a new world economic 
order are b?icily summarized. Add to 
this the difference in attitudes US 
insistence on-“reliance up cm free econo* 
mic markets”, the Common Market's 
Treaty of Rome and the OPEC attitude 
of extracting in a very old fashioned way 
the maximum price for its sole product— 
and the pro-pect of “world consensus” 
Appears even more remote. 

Whether or iv>t there is likelihood t>f 
substance in the vision of the Paris Cl EC 
will be assessable only when the ministers 
recently in tjic Ftench capital come to¬ 
gether again tn a year's time to review 
progress. The fit si indication if 
There is prospect of progress mav come 
in May 1976 when, at an UNCTAD 
session, an integrated commodities stabi¬ 
lization plan will be discussed. There 
t he • /mdu t rialized si ales will. have to 

show to whnt extent they are wifling to 
‘make concessions to those producing 
raw rrp.teiials. If UNCTAD flops it will be ; 
an ill omen for CllJC; if the suii smiles [ 
in-Geneva it may not set i n Paris, ' ' \ 
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New Units Scheme 

The Unit Trust of India has 
introduced for sale a new type 
of. unit, called capital unit 
from January 1, 1976. The 
sale proceeds of this new 
scheme will be invested predo¬ 
minantly in highly selective 
equity shares and also some 
convertible bonds of growth- 
oriented companies. A sub¬ 
stantial part of the net income 
earned from such investments 
will be ploughed back for rein¬ 
vestment. 

The eight distinct bene¬ 
ficial features, as claimed 
by UTI of the new units to in¬ 
vestors areas follows: 1. Capital 
appreciation with a possible 
doubling of initial investment 
in about five years. 2. Modest 
annual return. 3. Minimum 
risk because of well selected 
and diversified portfolio, un¬ 
like in direct equity invest¬ 
ments. 4. Ready liquidity; 
the capital units can be sold 
back to the UTI at the ruling 
repurchase price at any time 
after June. 5. Income from 
capital units will enjoy the 
exclusive income tax exemp¬ 
tion up to Rs 2000. 6. Invest¬ 
ment up to Rs 25,000 will 
enjoy exclusive exemption 
from wealth tax. 7. Long-term 
capital gains during a year 
fully exempt from income tax 
up to Rs 5,000 and up to 40 
per cent, in excess of Rs 5,000 
8. No tax deduction at source 
from the dividend income pay¬ 
able to an individual unit 
holder, howsoever large the 
amount. 

The exclusive exemptions 
under 5 and 6 are in 
addition to the overall ex¬ 
emption up toRs. 3,000 from 
income tax and up to Rs 1.5 
lakhs from wealth tax, avail¬ 
able in respect of the specified 
categories of investment in¬ 


cluding the units. The face 
value of each unit will be 
Rs 100. These capital units 
will be sold at this price dur¬ 
ing the whole of January 1976. 
Thereafter, the sale price will 
vary twice a weak. The units 
will be sold in multiples of 
five, with a minimum of five 
Units at the UTI and 
selected offices of the State 
Bank of India and it associa¬ 
tes. Any resident in India 
can apply for units under 
this scheme. A parent or 
guardian can apply on behalf 
of a minor. Corporate bodies 
and eligible trusts can also 
apply. 

Credit for Jute Mills 

Jute mills will gel more cre¬ 
dit from the commercial banks 
in terms of a policy liberalisa¬ 
tion announced by the Reserve 
Bank. Banks have been told 
by the Reserve Bank to 
extend to jute mills additional 
credit against stocks of fini¬ 
shed goods meant for the do¬ 
mestic market. Additional 
credit faci.ity to mills against 
stocks of finished goods meant 
for export, first announ¬ 
ced in fast June on a quarterly 
basis, is to be continued be¬ 
yond March 31, 1976. 

The Reserve Bank has instruc¬ 
ted the banks that in respect of 
jute goods intended for domes¬ 
tic sales, to work out credit 
limits to individual jute mills 
on the basis of an inventory 
level of finished goods not 
exceeding six weeks cost of 
sales. This relaxation will 
continue until further advice, 
stated a Reserve Bank press 
note. As regards export sales, 
banks can finance finished 
goods inventory meant for 
export not exceeding nine 
weeks cost of sales against 
onc-and-half months recom¬ 


mended by the Tandon report. 
The relaxation of Tandon 
norms was given a fresh 
lease on December 15. At that 
time the Reserve Bank had 
told the banks to continue 
the nine weeks inventory 
basis up to March 31, 1976. 
In terms of the relaxations 
the additional facility has been 
continued beyond March 31, 
1976, until further notice. 

Godavari Waters 

The major part of the con¬ 
troversy on sharing the Goda¬ 
vari basin water was resolved 
recently when the long-awaited 
agreement between the chief 
ministers of five states was 
initialled in the presence of 
Agriculture and Irrigation 
minister, Mr Jagjivan Ram, 
who hailed it as “a historic 
agreement’’ which could be 
a precursor of similar agree¬ 
ment on the remaining inter¬ 
state river disputes. Mr 
Jagjivan Ram described the 
agreement as a New Year 
gift to the nation. Prime 
Minister Indira Gandhi, who 
was informed of the agreement 
him, congratulated the chief 
ministers for resolving the 
problem. The copy of the 
six-page agreement identify¬ 
ing projects agreed to for 
sharing of waters between 
t he five st at cs- -Maharashl ra, 
Karnataka, Madhya Pradesh, 
Orissa and Andhra Pradesh— 
will be filed before the 
Godavari Water Disputes 
Tribunal set up in April 1969. 
The agreement covers various 
state irrigation and power 
projects which would need 
2,800 TMC of water against 
the basin's total reservoir of 
3,000 TMC. 

Cabinet Changes 

Mr P.C, Sethi joined the 
cabinet as minister in charge 
of Chemicals and Fertilisers. 
Mr K.D. Malaviya continues 
as the minister for Petroleum. 
Mr Bansi Lai is the new minis¬ 
ter for Defence, Mr R.N. 
Mirdha the minister of state 
for Supply and Rehabilitation, 
Mr Viltal Gadgil is the minis¬ 
ter for Defence Production, 
Mr Pranab Mukhcrjec is in 
charge of Department of Re¬ 


venue and Banking in the 
ministry of Finance. 

In Madhya Pradesh, S.C 
Shukla formed his cabinet 
following the resignation of Mr 
P.C. Sethi to join the centre. 

National Income 

The Indian economy regis¬ 
tered a two per cent growth 
of income in 1974-7X, accor¬ 
ding to tentative “quick” 
estimates prepared by the 
Central Statistical Organisa¬ 
tion. There was a rise of 3.1 
per cent in national income at 
constant (1960-61) prices dur¬ 
ing 1974-75 in contrast to 
a fall of 0.9 per cent in 1972-73. 
The net national product 
(national income), the report 
said, was estimated at Rs 
19,734 crorcs with a per capita 
income of Rs 337 in 1974-75. 
Domestic savings as a ratio 
of national income declined 
marginally from J2.1 per 
cent in 1973-74 to 11.8 per 
cent in 1974-75. The decline, 
becomes significant when com¬ 
pared with the ratio of 12.6 
per cent in 1972-73. The rale 
of saving thus declined for the 
second year in succession. 
In terms of saving-income ratio, 
the decline was accounted for 
wholly by the household sector. 

Perspective Plan for 
Aluminium 

A high-power committee of 
experts has suggested the 
creation of capacity for the 
manufacture of aluminium 
totalling J.I million tonnes 
per annum by the end of the 
century in three stages. The 
committee, which consisted of 
experts from Bnarat Alumi¬ 
nium Company Ltd (BALCO), 
and Metallurgical and En¬ 
gineering Consultants (India) 
Ltd., (MECOM), boih public 
sector companies, were asked 
by the union minister for 
Steel and Mines Mr Chandra- 
jit Yadav to undertake a study 
for the long-term develop¬ 
ment of the aluminium in¬ 
dustry as this non-ferrous 
metal is the most versatile and 
strategic metal in the group 
and is also most widely used 
next only to steel. 

In its 19 page approach 
paper submitted to Mr Yadav 
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oa DscambsM, the commi¬ 
ttee discussed thread¬ 

bare the growth of the alu- 
1 minium industry for the next 
25'years i.e. up to 2009 AD 
and of the connected pro¬ 
blems based on the present 
information and experience. 
The present installed capacity 
for the* production of primary 
aluminium in the country is 
270,000* tonnes per annum. The 
committee has suggested that 
by the end bf 1979, 1989 and 
2000 AD, the capacity for 
aluminium should be in¬ 
creased to 350,000, 890,000 
and 1.1 million tonnes per 
annum respectively. ft has 
estimated that additional capi¬ 
tal outlay (over and above 
-the investment already made 
in this sector) to meet the tar¬ 
get set for the aluminium in¬ 
dustry would be of the order 
of Rs 4.300 crores—*Rs 100 
crorcs during 1974*75, R* 
1,700 crores during 1979*89 
and Rs 1,500 crorcs during 
1989*2000. 

IDA Credit for 
Fertilizers 

A credit of $105 m ; llion 
from the International Deve¬ 
lopment Association (IDA), 
an affiliate of the World Sink, 
will help to increase India’s 
fertilizer production. In re¬ 
cent years,- consumption of 
fertilizers has increased in 
; India. But it still remains 
very low relative to usage in 
other countries. In 1974-75, 
consumption stood at 2.74 
million nutrient tons. Although 
domestic production of 
fertilizer has grown at an 
average annual rate of 16 pjr 
cent since 1953-54, and rea- 
r ched a level of 1.5 million tons 
in 1974*75, it supplies less than 
60 per cent of the installed 
capacity of 2.6 million tons, 

Tms country has undertaken 
a mtpr p:og:mrn3 to expand 
fertilizer produ;'.io,i to mset 
the increasing needs of the 
agricultural sector. An im¬ 
portant part of that pro¬ 
gramme is to improve capa¬ 
city utilization in existing 
plants. The IDA credit of 
$105 million will allow pro- 
* duction in existing facilities 
a to be raised from the present 
industry-wide average of 
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about 60 per cent of capacity 
to 85-90 per cent by 1979. 
The credit will assist 10 ferti¬ 
lizer plants 'in removing pro¬ 
duction bottlenecks, improving 
pollution control and increas¬ 
ing the production of industrial 
chemicals. The project will 
help to increase fertilizer pro¬ 
duction by 243,000 tons per 
year of nutrients. 

The IDA credit to India 
is for a term of 50 years, in¬ 
cluding 10-year grace period. 
It is interest-free, except for a 
service of f of l per cent to 
cover IDA's administrative 
expenses. 

Trade with France 

Trade talks were held recently 
between India and France. 
Mr Norbcrt Segard, French 
Foreign Trade minister, who 
came to New Delhi in pic- 
paration for the French prime 
minister's visit, had discussions 
with Commerce minis ter D.P. 
Chattopadhyaya on increas¬ 
ing trade with France. Mr 
Chattopadhyaya urged France 
and the EEC countries to 
extend special facilities to 
other developing countries, 
such as India, which they have 
given to African, Caribbean and 
Pacific countries. 

Joint-Ventures 

Mr Chattopadhyaya also 
suggested that the Indo- 
French Joint Commission 
could be raised to the 
level of ministers so that 
more importance could be 
given to the deliberations. Mr 
Segard welcomed the sugges¬ 
tion and said this matter could 
be discussed with the prime 
minister. The * discussions 
also covered joint ventures 
in the field of consultancy and 
co-operation such as railways. 
Mr Chattopadhyaya men¬ 
tioned that wJh the re-open¬ 
ing of the Suez Canal, the two 
countries had come nearer 
and this could be used to 
increase trade. France is 
an important trading partner 
of India in Western Europe. 
India's exports to France were 
Rs 84.74 crores in 1974-75. 
India’s trade balance has also 
improved and was favourable 
to the extent of Rs 3.38 crores 
in 1974-75. However, the 


proportionate share of each 
country in the trade.of the 
other is low. 

Trade with Egypt 

Egypt is to supply India 
against rupee payment about 
half a million tonnes of crude 
under a new trade agreement 
signed recently breaking the 
two-year-old stalemate in 
commercial relations between 
the two countries. Egypt 
will import besides iron and 
steel items coking and blending 
coal for its steel mills and a 
variety of engineering items. 

The new agreement providing 
for a turnover Rs 160 crores 
represents nearly a four-fold 
increase in the bilateral 
commercial exchange. At the 
same time this will be the last 
rupee trade agreement. From 
January 1, 1977 the two coun¬ 
tries will switch over to trade 
in freely convertible currency. 
This will be the first time 
Egypt will supply India crude 
and hopes are that this would 
only be a beginning of promis¬ 
ing long-term prospects as and 
when the output oft he recently 
discovered Egyptian oilfields 
go up. The agreement also 
provides for the supply of 
about 80.000 tonnes of rock 
phosphate and rice. The 
agreement was signed on 
behalf of India by Dr P.C. 
Alexander, Secretary, Foreign 
Trade and on behalf of the 
eight-member Egyptian dele¬ 
gation by Mr Shukry el-Nahal, 
permanent Under Secretary 
in the Egyptian ministry of 
Foreign Trade. 

Export of Handloom 
Garments to USA 

The United States has 
finally agreed to allow the 
import of handloom garments 
made by hand-operated and 
fool-operated machines with¬ 
out any quota restrictions. 
The US hud earlier taken the 
stand that handloom ready¬ 
made garments exported by 
India were largely made by 
power-driven machines and 
were thus subject to quota 
restrictions. A high-level 
delegation, led by Mr Mani 
Narayanaswami, Joint Secre¬ 
tary, ministry of Commerce, 


and now the Development 
Commissioner for Hand- 
looms, returned on Decem¬ 
ber 26 after negotiations with 
the US authorities. The 
delegation has succeeded in 
convincing the American ad¬ 
ministration that nearly 90 
per cent of the handloom gar¬ 
ments in India are made by 
hand-operated and foot- 
operated sewing machines and : 
they should, therefore, be free, 
from quota restrictions. 

Dairy Assistance from ; 
Denmark 

The Danish International; 
Development Agency (DANI- 
DA) is to provide a grant of> 
about Rs 1.76 crorcs to this! 
country for the development of; 
animal husbandry pro- 
grammes. Of this, Rs 44 lakhs: 
worth of equipment has already' 
been received so far. One of, 
these projects aims at cross¬ 
breeding indigenous cattle 1 
with temperate be reds for in-; 
creasing milk production.. 
DANIDA is to provide a 
grant in the form of equip- 1 
ment, exotic cattle, frozen; 
semen and experts and train-! 
ing for Indian personnel. 

Unique Feature 

A unique feature of the 1 
Danish aided project is that; 
under the scheme it will be 
possible to preserve frozen, 
semen for a longer period of 
time. Under present condi¬ 
tions chilled liquid semen has 
to be utilised within 72 hours. 
The frozen semen projects 
with Danish aid are to be 
located at Amritsar (Punjab), 
Gurgaon (Haryana). Lucknow 
(UP) Bhopal (MP) and> 
Bangalore (Karnataka). On: 
the training side {wo batches! 
of Indian personnel to manj 
t he cross-breeding stations have] 
already been trained in Den-,; 
mask A third batch consisting* 
of personnel from Punjab, Har-: 
yana, Madhya Pradesh, Indian \ 
Dairy Corporation and the' 
National Dairy Development; 
Board is at present undergoing 1 ; 
trainingin Denmark. j 

DANIDA is also considering! 
aid for nine more frozen semen! 
stations at Andhra Pradesh, i 
Bihar, Gujarat, Jammu and! 
Kashmir, Maharashtra, Orissa,; 
Rajasthan, Tamil Nadu and i 

i 
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Batch: 

ASIACAD 
VII th course 

Teacher: 

Sujit Chatterjee 


Lesson: 

At Grindlays 
-the learning process 
never ends 


Who is Sujit Chattarjoe? 
Sujit Chatterjee heads 
ASIACAD. Grindlays' Credit 
Training Centre where people 
from Grindlays and even 
other banks are trained. 

By Sujit and others. Where 
they learn modern financial 
management concepts. 

Where things are taught with 
the accent on making people 
understand the living 
organism of financial affairs. 
So that they are capable of 
giving financial counsel in 
the light of national priorities, 
the changing economic 
environment and modem 
financial management 
concepts. 


Who else works for 
Grindlays? 

Many other professionals like 
Sujit Chatterjee. Working in 
different areas. 

Traders constantly working 
to obtain the best foreign 
exchange rates for Grindlays' 

, customers. Management 
Consultants assisting existing 
and new enterprises with 
their know-how and 
experience. Helping industry 
produce at optimum cost and 
encouraging profitable growth. 
Personnel men working to 
put the right man on tne righi 
job so that the job gets done 
better. Corporate Planners, 
coordinating the plans of all 
functions, monitoring their 
progress, helping to achieve 
the social and economic goals 
that the Bank has set for itself. 


There are many others. 
Professionals at work. 

In Grindlays professionalism 
is a creed. And this is seen 
in all Grindlays' work. 
Whether in the traditional rolo 
of commercial banking or in 
newer ones like Management 
Consultancy and Merchant 
Banking. It is banks like 
Grindlays who have enlarged 
the conventional role of 
banks in India, extending it 
to cover wider areas of 
industry and fioama. 



Grindlays 

Bank 

Limited 

incorporated m me LMad fcngdom 
the ImMiiy ol mnOmalmml 


GRINDLAYS 
—Professionals in banking 
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West Bengal. The grant for 
these will amount to Rs 1.40 
crores. Another Rs 1.70 crores 
is proposed for setting up 
frozen semen projects under 
the Operation Flood Project 
of the Indian Dairy Corpora¬ 
tion and the training project 
of the National Dairy Deve¬ 
lopment Board. 

Ports Facilities for 
Coal Export 

Indian ports are at present 
fully equipped to carryall the 
coal available for export. 
These ports are being deve¬ 
loped to carry more coal that 
could be made available for 
export in years to come. In 
the wake of the energy crisis, 
the ministry of Shipping and 
Transport anticipating an in¬ 
crease in the demand of coal 
in which the country was 
quite rich, took immediate 
steps to augment the coal 
loading facilities at various 
ports. Recently, a Task Force 
was appointed to explore the 
possibility of increased export 
of coal from Indian ports. 

Coal Production 

The total production of coal 
in 1973-74 was 77.8 million 
tonnes which rose to 88 million 
tonnes in the following year 
and was expected to be 98 
million tonnes during the 
current year. The internal 
demand, however, is pegged 
at the production level of 1974- 
75 and the quantity of coal 
available for export by sea is 
likely to be 0.5 million 
tonnes during the current 
year, about two million 
tonnes in 1976-77, 3.6 

million tonnes in 1977-78 and 
5.6 million tonnes in 1978-79. 
Of 0.5 million tonnes available 
for export during the current 
year, 0.4 million tonnes is 
meant for export to traditional 
markets like Bangladesh, 
Burma and Sri Lanka. A 
small quantity of 0.1 million 
tonnes might be purchased by 
countries of European Eco¬ 
nomic Community and Japan. 

The port of Calcutta at pre¬ 
sent has one mechanised and 
two manually operated berths 
capable of loading 1.5 million 
tonnes annually. Most of it 
is moved through coastal 


shipping, but about 0.4 million 
tonnes «isr being shipped to 
neighbouring countries. The 
remaining 0.1 million tonnes 
of the total quantity available 
for export during the current 
year can easily be handled by 
Paradeep. This port is 
presently equipped with a 
stackyard, six rear dumpers 
and two payloaders. When 
two more dumpers and one 
additional payloader are pro¬ 
vided, it will be possible to 
load up to 2,500 tonnes per 
day giving a through-put of 
33,000 lormcs per month, or 
0.4 m'llion tonnes per annum. 

Main Port 

Trie mvn p>r: which will 
handle coal experts is Htldia 
capable of sta:king 153,000 
tonnes of coal when it is 
commissioned in October next 
year. The stacking rate will 
be about 1,500 tonnes per 
hour and that of loading into 
the ship about 1,000 tonnes 
per hour yielding an annual 
loading capacity of 3.5 million 
tonnes. Additional capacity 
for coal export will also be 
available at the port of 
Visakhapatnam shortly with 
shifting of iron ore ex¬ 
port to the Outer Harbour. 
When the Outer Harbour is 
commissioned, one berth in 
the Inner Harbour out of two 
being used for iron ore loading, 
could be used for coal loading 
at the rate of 5000 tonnes per 
day yielding a through-put 
of 0.5 million tonnes annu¬ 
ally. This could be raised to 
10,000 tonnes per day, or one 
million tonnes annually, when 
required. 

GSP Benefits from USA 

More than 30 items which 
India is already exporting to 
the ITS will benefit from the 
generalised scheme of Pre¬ 
ferences announced by the 
US administration recently. 
The scheme take* effect from 
January, 1976. The range of 
preference varies between 5 
and 35 per cent. Textiles, 
are not covered by the scheme; 
nor the bicycles but sewing 
machines, industrial com¬ 
ponents, a wide range of agri¬ 
cultural and semi-proecssed 
manufactures are included. 
The US scheme is, however, 


hemmsd in with a restrictive 
clause which, according to 
trad: circles here, dilutes the 
benefits of the preferential 
treatment for India. As a 
result of this restrictive clause 
22 Indian export items, includ¬ 
ing sugar, have been excluded 
from the GSP benefits. 

According to the clause, 
if any beneficiary country 
exports to the US $ 25 
million worth of any par¬ 
ticular items or if it sup¬ 
plies 50 per cent of US needs 
in a single year, the item 
would be excluded from the 
OSP list for that country. 
Explaining the need for the 
restrictive clause, a U.S. 
spokesman sa»d the GSP 
scheme of his country has 
beet designed to provide im¬ 
petus to new industry in deve¬ 
loping countries in order to 
help them become competitive 
in international trade. Under 
US legislation authorising 
the GSP, an industry is pre¬ 
sumed to be competitive when 
it exports $25 million worth 
of a given product or sup¬ 
plies 53 per cent of US needs 
in one year. 

New Company Law 
Rules 

Tnc union government by 
a notification has promulgated 
t he Company Law Board 
(Bench) Rules, which have 
come into force with effect 
from December 12. All appli¬ 
cations and petitions re¬ 
quired to be made before the 
Company Law Board under 
Sections 17, 18, 19, 79, 141 
and 186 of the Companies Act, 
1956, should now be made in 
accordance with the procedure 
laid down in these rules. 
These sections relate to con¬ 
firmation of or alternation 
of the objects of the company; 
its registration within a spe¬ 
cified period and the proce¬ 
dure in a specified period and 
the procedure for revising the 
order, if it had lapsed, or power 
to issue shares at a discount, 
or rectification of register of 
charges and application to 
the board for orders to call 
the general body meeting. 
These rules provide that on 
every application a fee of Rs 
50 is required to be paid. 


A§ for petition*, % fee of Its 
75 per petition is to -be paid oh 
petition made under section 
18(4), proviso to subjection 
(2) of section 19 and section 
141 of the said Act. For 
petitions under sections 2 
(18a), 17, 79 and 186 of the 
Act, the prescribed fee is Rs 
100 . 

• . 

Indo Egyptian Engineer¬ 
ing Cooperation 

The Association of Indian 
Engineering Industry (AIEI) 
has urged the setting up of an 
Indo-Egypt ian Engineering 
Industry Cooperation Group, 
to carry through and develop 
the plans for the trade deve¬ 
lopment and industrial colla¬ 
boration between India and 
Egypt. This group would 
identify industries and sectors 
for export and import and also 
where projects could be set 
up in the free zone or other 
Arab countries. Some pro¬ 
jects that could be considered 
arc mini-steel plant, rolling 
mills complex, Electrical power 
plants, sugar/cement plants, 
technical training centres for 
defence establishments, gene¬ 
ral civil works contracts, etc. 
Mr KG. Khosla, president, 
AIEI at a reception given to 
the Egyptian Trade Delega¬ 
tion that visited this country 
recently stated that AIEI 
would coordinate and identify 
specialised engineering units 
in India which could get to¬ 
gether and provide turn-key 
services for the projects. 
Details of each project would 
then be worked out by the 
units identified and the Egyp¬ 
tian counterparts. He urged 
that a counterpart group of 
industry representatives in 
Egypt could be instrumental in 
obtaining business for Indian 
consortium. 

Names in the News 

Mr. Stan Reijer took over 
as the Technical and Manag¬ 
ing Director of Associated 
Biaring Company, a member 
of the international SK.F group. 
Mr. Reijer comes to India 
after successful assignments 
as the Managing Director 6f 
SKF in Indonesia (1958-64), 
New Zealand (1965-72), 
Norma Holland (1973-75). 


EASTERN ECONOMIST 


24 


JANUARY 2, 1976 



COMPANY 

AFFAIRS 


Siemens India 

The directors of Siemens 
India have’stepped up the 
equity dividend to 16 per cent 
for the year ended September 
30, 1975, from 12 per cent in 
1973-74. Out of this year’s 
distribution, 10 per cent will 
be tax-free in the hauds of the 
shareholders under Section 80 K 
of the Income Tax Act, 1961. 
The immediate payment will be 
12 per cent while the balance 
will be paid in two equal annual 
instalments. The onc-for-one 
bonus shares issued during the 
year will also participate in 
the dividend for 1974-75. 

Sales during the year shot 
up by 32 per cent to 70.8 crorcs 
from Rs 53.7 crorcs while 
gross profit jumped by 30 per 
cent to Rs 10.6 crorcs from 
Rs 8.17 crorcs in 1973-74. 
Orders booked are at Rs 71 
crorcs as against Rs 70.2 
crores—a nominal increase of 
one per cent reflecting the 
near-recessionary conditions 
in the engineering sector. As 
a consequent, the order back¬ 
log at the end of the year, 
declined to Rs 39.7 crores as 
compared to Rs 47.2 crores in 
the previous year. Out of the 
gross proiit, the directors have 
allocated Rs 1.15 crores to 
depreciation reserve as against 
Rs 88 lakhs in the earlier year 
while an amount of Rs 6.43 
crores was earmarked for taxa¬ 
tion as compared to Rs 4.81 
crores in the earlier year. 

Higher Profits 

After minor adjustments for 
previous years, the dispos¬ 
able profit was higher by about 
22 per cent at Rs 3 crorcs 
as compared to Rs 2.5 crorcs 
previously. The other ap¬ 
propriations include Rs 7 
lakhs for development rebate 
reserve, Rs 5 lakhs for deben¬ 
ture redemption reserve and 
Rs 2.92 crores for general re¬ 


serve as against Rs 13.5 
lakhs, Rs 5 lakhs and Rs 2.29 
crores respectively in 1973-74. 
Dividends will absorb Rs 76.8 
lakhs —Rs 48.0 lakhs more 
than in the preceding year. 

Madura Coats 

Madura Coals has made 
fine progress during the period 
July 1974 to June 1975, the 
year being the first accounting 
period of the company. In 
view of the very adverse trad¬ 
ing conditions in the textile 
industry as a whole during 
the period under review, the 
pre-tax profit of the company 
for the year at Rs 179.43 lakhs 
and Rs 154.03 lakhs after tax, 
are indeed very satisfactory. 
The directors have recommen¬ 
ded a dividend of 84 paisc per 
equity share of Rs 10, out of 
which 42 paisc will be paid 
immediately while the balance 
will be paid in two equal instal¬ 
ments on July 5, 1976, and 
July 5, 1977 with an interest 
of eight per cent per annum. 

Lower Sales 

Its sales at Rs 58.33 crores 
were very much below expec¬ 
tations. The demand for 
synthetic fibres in the latter 
part of the year, however, has 
been strong. This was in part 
due to the successful elimi¬ 
nation of smuggling by stern 
government measures but also 
due to the greatly improved 
design capability within the 
company, which enabled it to 
increase its market share 
particularly in the areas of 
design shirtings. In specia¬ 
lised fabrics also some pro¬ 
gress has been made, thanks 
to the efforts of its research 
and development division. 
Exports were at Rs 11.4 crores, 
but this was considerably 
less than planned. This was 
due to the collapse of the 
international markets for tex¬ 


tiles, particularly the United 
States. 

Madura Coats’ exports of 
thread and yarn dwindled almost 
to nothing but since the intro¬ 
duction of the new incentive 
scheme the exports have again 
begun to build up. The 
prices of many of its products 
were reduced during the last 
quarter of 1974 and also dur¬ 
ing 1975. These reductions 
were, in many cases, greater 
than the decrease in cost due 
to the decline in the co:ton 
prices, but at the same time 
there were inflationary cost 
increases with the result that 
at the coarser end of the trade 
the sales realisations were 
still not as remunerative as 
they should be. 

Stock Builcl Up 

Unprecedented recession 
led to alarming stock build 
up despite these price reduc¬ 
tions. The company was, 
therefore, forced to curtail 
production since its ability to 
hold higher stocks was limited 
absolutely by the savage cre¬ 
dit-squeeze. Consequently an 
amount of Rs 72.60 lakhs 
was incurred on account of 
lay-off compensation paid to 
workers. That the recession 
should coincide with the in¬ 
flation at a scale hitherto un¬ 
known also caused consider¬ 
able financial strains on the 
company. For instance, the 
DA of the workers registered 
an increase of about Rs 75 
per worker per month during 
the course of the year. Con¬ 
sidering that the total woik 
force is around 19,000, the 
additional cost to the company 
was of the order of Rs 110 
lakhs. 

To meet the power shortage, 
the company has installed 
two imported and five indi¬ 
genous diesel generating en¬ 
gines capable of producing 


over 3,000 KVA. The com¬ 
pany is now in the happy posi¬ 
tion of running its plants fully 
even with 40 per cent power 
cut. 

India Carbon 

India Carbon Limited has 
reported further improvements 
in its working results during 
the year ended June 30, 1975. 
Despite power cut in all the 
states, production and sales 
both of calcined petroleum 
coke have increased by 19 
per cent and 16 per cent res¬ 
pectively. The company has 
entered into an agreement 
with Tamil Nadu Industrial 
Devc 1 opment Cor porat ion 
Limited for putting up a 
calcination plant in the 
joint sector in Tamil 
Nadu. The company will 
provide the necessary techni¬ 
cal know-how and assistance 
for putting up this plant. 
The company is already 
providing technical know¬ 
how and assistance to Goa 
Carbon Limited for putting up 
a plant at Goa for the manu¬ 
facture of calcined petroleum 
coke, which is expected to be 
commissioned during 1976, Its 
another venture is in Amines 
and Plasticizers Limited in 
which the company holds 50 
per cent of the equity shares. 

Smart Rise 

Sales during the year recor¬ 
ded a smart rise to Rs 13,74 
crorcs from Rs 8.29 crorcs 
in 1973-74 while the profit 
before taxation too recorded 
a handsome rise to Rs 1.97 
crorcs from Rs 1.12 crorcs in 
the preceding year. The pre-tax 
profit has been arrived at after 
appropriating Rs 20.05 lakhs 
to depreciation reserve and 
Rs 9.42 lakhs towards direc¬ 
tors’ remuneration while no 
provision has been made for 
development rebate reserve. 

In 1973-74, a sum of Rs 
21.70 lakhs was set apart for 
depreciation, Rs 6.61 lakhs 
towards directors’ remunera¬ 
tion and Rs 67,484 for deve¬ 
lopment rebate reserve. The 
year’s entire surplus of Rs 
1.97 lakhs has been* transfer¬ 
red to general reserve. The 
directors have recommended a 
dividend of Rs 9.30 per share 
on preference shares of Rs 100 
each and Rs 1.80 per share i 
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on equity shares of Rs 10 each. 
Out of the proposed equity 
dividend of Rs 1.80, Rs 1.20 
wilt he paid on or af cr Decem¬ 
ber 20, 1975 while the balance 
will be paid on a deferred basis. 

In the previous ycat's report, 
the directors have stated that 
the company has received t lie 
consent from the Controller 
of Capital Issues for the 
issue of 300,000 equity shares 
as bonus shares in the pro¬ 
portion of one-equity share 
for every two existing equity 
shares, and that the matter 
was pending with the Reserve 
Bank of India, for its peimis¬ 
sion to the allotment of bonus 
shares to non-rcsidenl share¬ 
holders. The Rescivc Bank’s 
permission has not yet betn 
received in this conned ion. 
In the meantime the validity 
of the consent order had ex¬ 
pired, as a result of which the 
bonus shares could not be 
issued to the shareholders. In 
view of the substantial 
improvement in 1 lie working 
of the company during the last 
two years, the directors arc 
now happy to recommend 
the issue of 600,000 equity 
shares of Rs 10 each as fully 
paid bonus shares in the pro 
portion of one for one equity 
share. 

ACC 

While addressing the 
annual general meeting of 
Associated Cement Com¬ 
panies Urn ted. the Chati man 
Mr N.A. Palkhivala made a 
strong plea to the government 
to consider the question of 
granting excise relief to those 
units which are desirous of 
setting up new capacities or to 
expand the existing capacities. 
The burden of excise duly of 
Rs 81.24 per tonne on 
the cement retention price of 
Rs 160 per tonne, the chair¬ 
man observed, was the highest 
duty on cement in any part 
of the world. With the pre¬ 
sent cost of setting up rew 
plants at Rs 650 to Rs 800 
tonne, no new units can come 
up, he added. Hence the 
chairman felt that there was 
an urgent need for such a relief 
for creating additional capaci¬ 
ties as' according to him, the 
easy supply position of cement 


would not continue for long. The 
goverorciemYreftisal to grant 
Rs 4 per tonne, by way of 
rehabilitation allowance as 
recommended by the tariff 
commission, the chairman 


said, coining in the way of the 
company's plans to modernise 
its plants. 

The bureaucratic delay in 
announcing cement price in¬ 


crease as a result of cost escala¬ 
tion has effected the company 
to a considerable extent. It 
lost a net profit ofRs 2 . 60 . 
crorcs following the three- 
month delay in price rise. He 
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appealed to the government to 
treat the industry in a busi¬ 
ness like manner. 

tndo Soltx 

Indo Solex has reported 
remarkable improvement in 
its performance during t he year 
ended *June 30, 1975. The 
imaginative measures taken by 
the management for necessary 
modifications and additions 
in the plant at a cost of Rs 7.50 
lakhs have proved to be very 
effective. The plant is now 
capable of producing 1000 
tonnes per annum of distilled 
fatty acid, quality of which 
has been well appreciated in 
the market. However, in 
order to make the unit viable, 
efforts are being made to bring 
up the capacity to 3,000tonnes 
per annum by addition and 
replacement of certain equip¬ 
ments in the plant at an esti¬ 
mated co3t of about seven lakhs 
of rupees. 

Equity Doubled 

The equity share capital of 
the company was doubled from 
Rs 18.5 lakhs to Rs 37 lakhs 
by the issue of 185,000 right 
shares of Rs 10 each to the 
existing shareholders, of the 
company as on May 24, 1975 
thereby building a strong and 
sound financial base for its 
operations. The substantial 
improvements in the year’s 
working can be judged from 
the fact that the net loss shown 
in the profit and loss account 
during the year 1974-75 is only 
Rs 1.68 lakhs as against the net 
loss of Rs 16.47 lakhs in the 
previous year. This improve¬ 
ment has been made possible 
by adoption of better produc¬ 
tion and marketing techni¬ 
ques, resulting in stepping up 
the turnover by 242 per cent. 
The company has almost emer¬ 
ged from the red since the 
company’s magnificent efforts 
. has resulted in a net surplus, 
subject to depreciation, of Rs 
1.63 lakhs. 

The company is so forward 
looking that in order to make 
its fatty acid plant self-suffi¬ 
cient in raw material and to 
achieve better performance it 
’has decided to establish in 
Madhya Pradesh, a solvent 
extraction plant with a capa¬ 
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city of 60-100 tonnes per day 
of seed/cate for extraction 
of oil from minor oil-seeds, 
ricebran and oilcakes. The 
investment in the proposed 
plant will be of the order of 
40 lakhs. Negotiations with 
financial institutions and plant 
suppliers are well underway. 
The company will consider 
raising additional capital at 
an appropriate time. 

Bharat Carpets 

Mr B.N. Guptajee, Manag¬ 
ing Director of Bharat Carpets 
Ltd, on one of his visits to 
the USA saw the working of 
the high speed machines mak¬ 
ing carpets and eventually 
succeeded in importing modern 
high speed and sophisticated 
machines to set up a plant at 
Faridabad near Delhi for 
making “tufted” carpets. 
Bharat Carpets Ltd was set 
up in 1968-69 and it is the first 
and the only unit of its kind 
in the country manufacturing 
machine made “tufted” car¬ 
pets, a non-traditional items, 
under the brand name “decora” 
using 100 per cent indigenous 
raw materials. 

Soon after coming info pro¬ 
duction in 1968-69, Bharat 
Carpets starled exporting in a 
big way. By 1972-73 its ex¬ 
port figures had reached Rs 
1.22 crores and in recognition 
of its outstanding export 
performance the company was 
honoured by the government 
of India by the grant of a 
National Award. Bharat Car¬ 
pets is hopeful of bagging this 
award again during 1976-77. 
The export target for 1976-77 
has been fixed at' over Rs 2 
crores and the company hopes 
to raise its exports to about 
Rs 5-6 crores during the next 
few years. 

Domestic Market 

Apart from the export mar¬ 
kets, the company’s .Decora 
machines made tufted carpets 
are in great demand in the 
domestic market. In order to 
reach a still larger clientele, 
“Duralay economy carpets” 
are being manufactuied. These 
are cheaper as compared to 
“decora” by about 20 per cent 


and are suitable for two or 
three star hotels, offices and 
low cost interiors. 

Bharat Carpets Ltd will 
soon be producing a new pro¬ 
duct “Wonderlay” made of 
natural rubber foam for me 
as underlay of high density 
under the carpets. Foam 
backed carpets will also be 
manufactured and put in the 
market in the near futuic. 

“Carpet tiles” are exclusively 
made by this company to help 
people select and make their 
own patterns of floor coverings. 
The other products made by 
the company arc car-mats, 
typewriter mats, leJcphone 
mats, asans for puja, shag rugs 
etc. 

There is considerable scope 
and demand for machine made 
carpets in GCA and other 
countries, provided the indus¬ 
try receives assistance from 
government for meeting the in¬ 
ternational price. The company, 
however, has made much head¬ 
way in exporting its machine 
made carpets to the USSR, 
Poland and Bulgaria despite 
stiff and fierce competition 
from other manufacturing 
countries. Currently the com¬ 
pany has large export orders 
under execution from Bulgaria 
and it is also expecting sizable 
export orders from other coun¬ 
tries in eastern Europe. 

Engineering Construc¬ 
tion Corporation 

Engineering Construction 
Corporation Limited (ECC) 
has started construction work 
for the new Council Hall for 
Maharashtra. The new Coun¬ 
cil Hall complex is located at 
Nariman Point, adjacent to 
the State Bank Building. ECC 
is expected to complete this 
Rs 4-crore assignment in 
forty-eight months. The 
Council Hall will be 36.48 
metres in diameter, rising 48.58 
metres above ground level. 
It will have a dome-shaped 
proof. The circular structure 
will have three halls, one above 
the other. Attached to the 
new Council Hall will be a 
22-storeyed office tower block. 
The Council Hall and the 
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lower block wall have a common 
basement measuring 12,7000 
square metres. The total 
floor area of the new Council 
complex will be 39,000 square 
metres. 

The salient features of ECC’s 
work for the new Council 
Hall complex include use of 
30,000 cubic metres of con¬ 
crete, 3,100 tonnes of reinfor¬ 
cement and laying of 44,000 
square metres of flooring. 
ECC s work involves compli¬ 
cated construction techniques, 
and extensive use of precast 
and prestrested elements. 

The architectural and 
design work for the new Coun¬ 
cil Hall complex has been 
developed by the State’s Public 
Works Department. Special 
design, such as for precast 
and prestressed work, has been 
developed by the Structural 
Engineering Research, Centre, 
Roorkcc. 

GIIC 

Gujarat Industrial Invest¬ 
ment Corporation Ltd sanc¬ 
tioned financial assistance 
worlh Rs 30 lakhs for setting 
up tw'o projects in the back¬ 
ward districts of Panchmahals 
and Broach, to generate invest¬ 
ment of more than Rs 1.4 
crores in backward areas. 
The first project will produce 
3200 tonnes of cotton seed 
oil annually with allied pro¬ 
ducts of deoiled cake, lintcrs, 
hulls and acid oil by applying 
scientific method in cotton 
seed crushing. The unit will 
provide direct employment to 
135 persons. 

The second unit sanctioned 
will manufacture steel forgings 
of ordinary and alloys steels 
with 3000 tonnes annual 
capacity. The forgings will be 
of closed-die type, as distin¬ 
guished from open-die for¬ 
gings of small scale units. 
The unit wall produce auto¬ 
motive components, diesel 
engine parts to beat heavy 
dynamic loads. The project 
will provide direct .employ¬ 
ment to 125 persons. 

These decisions were taken 
at the meeting of the Board of 
Directors of Gujarat Indust¬ 
rial Investment Corporation 

JANUARY 2 , 1976 



Limited presided over by Mr 
R.D. Shah, the chairman. 

In its effort to sponsor and 
set up projects of basic impor¬ 
tance to the industrial growth 
in the state, GIIC is consider¬ 
ing to set up, among others, 
a cyanide sails project and 
the nylon-6 fitment yarn pro¬ 
ject. Negotiation for ex¬ 
pertise on cyanide salts pro¬ 
ject has progressed and in res¬ 
pect of the nylon project, u ili- 
sation of indigenous expertise 
is now under consideration. 

Besides, an Indian Engineer¬ 
ing firm been selected to 
undertake detailed design and 
engineering for the Crcsols 
Project. In addition to GIIC 
sponsored cement project, 
private parlies will be en¬ 
couraged to set up a second 
cement plant, if nocesary, in 
the Saurashtra region in view 
of the easy availability of raw 
materials and assurance of 
water from Dhattarwadi dam. 


O.i account of comfortable 
position in respect of the avail¬ 
ability of basic raw materials- - 
salt and limestone--in the Sau- 
rash'.ra region and availabi¬ 
lity of 1 rained personnel re¬ 
quired for manufacture of 
soda ash, there are attractve 
pros pacts of building up Soda 
ash capacity in the state. 
Considering that there is a 
large gap in the long term de¬ 
mand and supply of this essen¬ 
tial commodity, it has been 
decided to promote one soda 
ash project in the Saurashtra 
region. 

News and Notes 

Agreement has been signed 
between Gujarat Industrial 
Investment Corporation Limi¬ 
ted and Raipur Manufacturing 
Company Limited (Kastur- 
bcai Group) for setting up 
a 6.5 crorc Crcsols project 
with annual capacity of manu¬ 
facture 3000 tonnes of syn¬ 
thetic cresols and 5800 tonnes 
of sodium sulphate. A new 
company, Gujarat Aromatics 
Limited has been formed 
for this purpose. 

At present the entire require¬ 
ment of synthetic Crcsols is 


met by imports. The setting 
up of thfs project would save 
foreign exchange of more 
than Rs 5 crores. The pro¬ 
ject is based on indigenous 
raw material toluene and 
no components are required 
to be imported. 

The Crcsols project has 
now reached a lake off stage 
with technical collaboration 
from Messrs Mitsui and Com¬ 
pany Limited, Messrs Honshu 
Chemical Industries Company 
Limited and Messrs Mitsui 
Shipbuilding and Engineer¬ 
ing Company Limited, Tokyo. 
Japan. Messrs Honshu Che¬ 
mical Industries would furnish 
the tachnical know.how while 
Messss Mitsui Shipbuilding* 
and Engineering Company 
Limited would furnish basic 
engineering documentation. 

New Issues 

Established in 1940, Bengal 
Ingot Company Limited— pio¬ 
neers in non-ferrous castings—- 
arc now expanding its activi¬ 
ties in allied areas in a big way. 
One of its immediate plans is 
to go in for the manufacture 
of stainless and other high 
alloy steel castings to meet 
the growing demand from 
petroleum refineries, fertilizer 
and petro-chcmical complexes, 
power generation plants, dairy 
and food processing units and 
paper and newsprint indust¬ 
ries. To implement this 
new project, Bengal Ingot has 
already obtained an industrial 
licence to set up a foundry 
in Calcutta. 

Bengal Ingot has already 
made a break-through in the 
export market by securing, 
possibly for the first time in 
the country, an export order 
from Egypt for supplying 
Copper Tuyeres for blast 
furnaces. Initial discussions 
with prospective foreign buyers 
indicate that there is a sub¬ 
stantial potential for the 
export of*high alloy and spe¬ 
cial steel castings from India. 
With the setting up of the new 
foundry, Bengal Ingot expect 
lo cater to this market. 

Mainly aiming at import 
substitution, Bengal Ingot has 
developed and manufactured 
Submarine Propellers for the 


Indian Kavy, Aluminium Alloy 
Hydraulic Runners and Im¬ 
pellers for the Calcutta 
Electric Supply Corporation 
and Aluminium Bronze Dis¬ 
hed-ends for the Bhabha Ato¬ 
mic Research Centre. Besides 
these, Bengal Ingot is also 
producing heat-treatable alu¬ 
minium alloy castings and 
sophisticated items in chro¬ 
mium/cadmium copper and 
oxygen-free hi gh-conduct i vily 
electrolytic copper. For the 
glass industry, it has indi¬ 
genously developed for the 
first time in the country a 
special allow “INCRAMET 
800”. 

In keeping with the 
government of India's pre¬ 
sent policy, B 2 ngal Ingot has 
now decided to dilute its for¬ 
eign shareholding by offering 
2,40,000 equity shares of Rs 
10 each at par, available lo 
the public from December 
22, 1975. Afier the new 
issue, A. Cohen and Co 
L‘d, and Greaves Co*ton and 


Co Ltd, will together fhold 
50 per cent of the company's 
shares and will continue to 
lake active interest in the 
company. 

Bengal Ingot has had a uni¬ 
formly good record of pre¬ 
tax profits reaching • nearly 
Rs 25 lakhs in 1974 and of 
payment of dividends, ranging 
from 10 per cent to 15 per cent 
in the past five years. Barring 
unforeseen circumstances, the 
company expects to declare a 
satisfactory rate of dividend 
on all shares, both existing 
and new, out of ihc profits 
for 1976, from the existing 
unit, and to improve, the same 
in future years after the ex¬ 
pansion is completed. 

In close association with 
Cohens and Greaves and back¬ 
ed by a team of professional 
managers, Bengal Ingot is 
looking forward to its new 
stainless and special steel 
alloy foundry—the first of 
its kind in the eastern region. 


Dividends 


Equity dividend 
declared for 

Name of i he company Year ended --- 

Current Pre- 
year vious 
year 


Higher Dividend 




Usha Telchoist. 

June 30, J975 

7.0 

2.5 

Tan India 

June 30, 1975 

12.0 

6.0 

Tractors India 

June 30, 1975 

17.0 

7.8 

Aryodaya Engg. and Mfg. 

March 31, 1975 

14.0 

12.0 

Amalgamated Electricity 

March 31, 1975 

16.0 

12.0 

Same Dividend 




Hindust an Const r ud ion 




Co. 

July 31. 1975 

Nil 

Nil 

Anparai Estates 

June 30, 1975 

12.0 

12.0 

Bradury Mills 

March 31, 1975 

Nil 

Nil 

Arunoday Mills 

Dec. 31. 1975 

12.0 

12.0 

Asarwa Mills 

Dec. 31, 1975 

Nil 

Nil 

Reduced Dividend 




Aryodaya Spg. and Wvg. 

March 31, 1975 

Nil 

12.0 

Madhusudan Mills 

June 30, 1975 

Nil 

5.0 
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COMPANY MEETING 

Delhi Cloth & General Mills 

Co. Ltd. 

Speech of the Chairman, Board of Directors 
Dr. Bharat Ram 

Following is the Speech of Dr. Bharat Ram, Chairman, Board of 
Directors delivered at the 87th Annual Meeting of the Company held on 
December 29, 1975 at Delhi: 


Ladies and Gentlemen, 

1 have great pleasure in wel¬ 
coming you to the 87th Annual 
General Meeting of your 
Company and wishing all the 
shareholders, their families 



Dr. Bharat Ram 


and friends a belter 1976 in 
every way. 

The Directors’ Report and 
the audited Statement of 
Accounts for the year ended 
30th June, 1975 have already 
been circulated. In view of 
the provisions of the Com¬ 
panies (Temporary Restric¬ 
tions on Dividends) Act, 1974, 
the Directors have rccommen- 

EASTERN ECONOMIST 


ded the maximum dividend 
permissible. 

As you will see from the 
Directors’ Report all other 
industries have done well ex¬ 
cept Textiles. Since last year 
this industry has been in a 
part iculurly difficult posit ion 
and the scheme of controlled 
cloth has added to the problem. 
This particular scheme is not 
only adversely affecting the 
organised industry, but also 
the handloom and powerloom 
sectors, which have to com¬ 
pete with the controlled cloth. 
The spinning mills in the or¬ 
ganised sector are especially 
hard-hit because there is no 
off-take from the handloom 
and powerloom t sectors, in 
spite of a drop in cotton prices 
and yarn prices. Government 
too have started recognising 
the complexity of the situation 
and are endeavouring to libe¬ 
ralise the distribution system 
so far as controlled cloth is 
concerned. In my judgement 
this by itself will not tackle 
the main issues. What is called 
for is an upward revision of 
the price of controlled cloth 
and this will save the industry 
as well as the handloom and 
powerloom units. In addi¬ 
tion to the general problems 
of the textile industry, ourunits 
both at Dasna and Hiss&r 
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suffered due to shortage of 
power supply which has greatly 
affected the production and 
the profitability. 

When we met last on the 
30th December 1974. our 
economy had just started re¬ 
covering from the high-speed 
inflation that overtook us since 
early June 1972. For the 
first lime in the post-inde¬ 
pendence period, the rate of 
price rise was more than 
2% per month. It is only 
natural that government laun¬ 
ched a concerted attack on 
inflation and from July 1974 a 
scries of stringent measures 
were taken by way of partial 
wage and salary freeze. Com¬ 
pulsory Deposit Scheme, rest¬ 
rictions on dividends, anti¬ 
hoarding and anti-smuggling 
devices, etc. I had occasion, 
in my statement to you last 
year, to give my thoughts on 
some of the measures like the 
Companies (Temporary Res¬ 
trictions on Dividends) Act 
1974 and the credit squeeze 
which was in operation since 
November 1973. I do not 
propose to repeat them again 
except to observe that un¬ 
happily my apprehensions 
have come true. 


In the very nature of things 


demand management anti-j 
inflationary measures have ini 
them the seeds of recession.! 
It is necessary therefore to be'i 
sensitive to the situation and? 
take a view as to when anj 
arrest in inflationary pressuresj 
would develop into a recession.? 

1 am afraid this importantj 
fact has not been appreciated) 
by the authorities so much soj 
several industrial units havei 
dosed down and many are* 
compelled to hold excessive! 
stocks. The profits of indus-j 
try have generally come down! 
and some undertakings are' 
actually losing. > 

It has come to be said that; 
there has been a transfer-; 
mation in our economy, that) 
we have moved from the posi-i 
lion of shortages to that of! 
surpluses, that there has been! 
a change in the consumer; 
preferences or that there is a! 
divergence between the old; 
production pattern and the newj 
requirements of the market.; 

I have given considerable! 
thought to this kind of opinion 
and I must express my dis¬ 
agreement . 

— i 

Apart from the fact that 
overnight the tastes of consul 
mers cannot change, the overall 
production figures do not lend 
support to the thesis that sub-’ 
slantial surpluses have occur¬ 
red. Bui a more fundamental 
fact is that developing coun¬ 
try like ours, with one of the, 
lowest per capita incomes in. 
the world, cannot suffer from: 
over-production. I submit 
that wc have got to look to : 
ot her causes for t he malaise. < 

Before I proceed to outline; 
my analysis, it is as well that; 
1 give a broad brush picture j 
of our economy. When com-* 
pared t o 1974,1975 did provide' 
us with a number of favour¬ 
able -factors. In the last one- 
year prices declined by more 
than 5% . There has been! 
a remarkable improvement in; 
the agricultural output; food-i 
grains production in 1975-76! 
will reach the targeted level) 
of 114 million tonnes; thei 
constraints which plagued ua! 
in 1974 like inadequacy of! 
raw materials, power shortage,; 
industrial disputes, transport; 
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bottlenecks, etc. have almost 
iisappeared. Even so, most 
of the industries arc unable to 
:ake advantage of these favour¬ 
able factors for the simple 
reason that the demand did 
not pick up. 

I believe that the demand- 
management policies of 
government have continued 
beyond their usefulness or 
necessity. For instance, credit 
expansion in 1974-75 busy 
reason was only Rs 982 crores 
is against Rs 1406 crores in 
he busy, season of the pre¬ 
vious year. Even this does 
not give an indication of the 
:redit made available to in¬ 
dustry and trade. For, there 
has been larger allocation of 
;redit to food procurement 
and other priority sectors 
like agriculture. Hence the 
availability of credit to 
ndustryand trade got sharply 
-educed. In the last busy 
reason, credit to these sectors 
ncluding export credits rose 
nnly by Rs 482 crores as com¬ 
pared to Rs 1003 crores in 
he busy season of 1973-74. 
Since last September, the 
Guidelines of the Tandon Study 
Group, relevant to an infla- 
1 ionary situation, have come 
,o be applied. The interest 
fates continue to rest at hiked 
pp levels anywhere between 
4.6 to 21 %. Export credit too 
<s available only at the stepped 
pp rate of 10%. 

1 Against this background, 
1 he various steps taken by 
Government in the lastq uarter 
of 1975 by way of removing 
bontrots on construction acti¬ 
vity, liberalisation of con- 
rolled cloth distribution, in¬ 
centive plan for sugar industry, 
excise relief to mini steel pro¬ 
ducts, relaxation in the pro¬ 
cedure relating to produc¬ 
tion and exports, have not had 
!heir desired impact. Time 
the essence and unless ade¬ 
quate remedial measures are 
'aken speedily, llu present 
Situation may git out of hand. 

c In my judgement, without 
claiming any special insight, 
It will be dangerous to place 
fjndue confidence in some 
larrow and random indicators 
•vhich may suggest that the 
ttconomy is poised for faster 
growth in the coming months. 


The declaration of Emer¬ 
gency has certainly given a 
new sense of direction to our 
economy, but its depth will 
depend upon taking some other 
unconventional measures. First 
and foremost, there has to be 
a rationalisation of the excise 
structure. Such rationalisa¬ 
tion will not adversely atTect 
the overall revenue collection. 
In the unlikely event revenues 
were to fall, this should be 
treated as a component of 
deficit financing. I can anti¬ 
cipate a counter argument; 
It is that wc may end the 
current financial year with 
great deficit than budgeted for, 
and that in any case. Plan 
outlav has been increased by 
about Rs 1100 to Rs 5978 
crores which should help stimu¬ 
late demand. What is for¬ 
gotten is that much of the 
outlay has gone to capital 
heavy projects like oil explora¬ 
tion and refining, power gene¬ 
ration, fertilizers, major irri¬ 
gation etc. which have a long 
gestation period and what is 
more do not put purchasing 
power in the hands of the large 
number of people through 
substantial increased employ¬ 
ment. Otherwise, I cannot 
see as to why the additional 
expenditures of government 
should not have generated the 
demand for goods and services. 
It is essential that govern¬ 
ment outlays are really such 
that without their being in- 
fructuous as mere expenditure, 
they create employment as well 
as new demand. Construction 
of all kinds and road transport 
come readily to the inind. 
For it is not as if we have 
enough houses or roads or 
vehicles. Such activities are 
not only important in them¬ 
selves, but more importantly 
stimulate production and em¬ 
ployment in a large variety 
of industries. 

A bold action requires to 
be taken in the field of direct 
taxation also. While the 
tightening of tax administra¬ 
tion is good as far as it goes 
to stem tax evasion. It will 
be unrealistic to assume that 
w t th the present levels of direct 
taxation—even though the 
marginal rates were reduced 
some time back—here will 
not be temptation to avoid 


taxes. Experience has shown 
that by the reduction of taxes 
at the highest slabs, the reve¬ 
nues of Government have not 
come down, but, on the other 
hand, have gone up. I make 
bold to suggest that the highest 
tax rate should not exceed 
69%. To my way of think¬ 
ing, while Government should 
come down heavily on those 
who evade taxes the policy 
frame should be such as to 
encourage the honest tax 
payer. 

In the field of corporate 
taxation, it should be possible 
by a simple amendment to 
restore many sick units back 
to health. At present, if a 
prosperous and going com¬ 
pany takes the overall liabilities 
of a sick unit, the liabilities 
of the latter cannot be set 
off against the profits of the 
former. In fact, ironically 
enough the position is the other 
way round. The prosperous 
company has got to amalga¬ 
mate with the losing concern. 
This position has to be rever¬ 
sed, If necessary. Government 
may appoint a Commissioner 
for Amalgamations, who will 
take a view on applications 
for amalgamations taking into 
account the importance of the 
industry, investments by public 
financial institutions, etc. 

It will be recognised that 
the health of an existing in 
dustrial undertaking depends 
upon its capacity to replace 
old machinery in time and to 
expand. Neither deprecia¬ 
tion allowance, nor accelera¬ 
ted depreciation allowance 
helps in this behalf, and, there¬ 
fore, a scheme of Develop¬ 
ment Rebate was evolved by 
our Government. This 
scheme, without doubt, helped 
the growth as well as diversi 
fiction of industries,. Un¬ 
fortunately Government deci¬ 
ded to withdraw this impor¬ 
tant allowance at a time when 
inflation was almost at its 
worst. However, perhaps rea¬ 
lising the implications, Govern¬ 
ment since set up a high- 
powered Committee to took 
into the problem of new invest¬ 
ment in the context of higher 
capial cost. I do hope and 
trust that development rebate 


in some form or the other 
will be ieintroduced. In this 
connection, there is a special 
problem in the case of new 
units whose capital cost is 
very.much higher than that 
of the older ones. These new 
units must be given the 
benefit of lower excise "duties 
and other tax rebates in order 
to be able to compete with 
the older units. Inasmuch as 
one of the big investors is the 
public financial institutions, 
thflir interest will also be 
secured through this kind of 
approach. 


Having said this, it will be 
unrealistic on my part not to 
sec the brighter side of the 
picture. The strides we are 
making on the oil front will 
certainly generate new con¬ 
fidence. The improvement in 
the agricultural production and 
better industrial relations 
have their own plus points. 
After the declaration of Emer¬ 
gency and the announcement 
of the 20-point programme, 
their is considerable improve¬ 
ment in the decision-making 
processes at the level of 
Governments. All in all, in 
this context if the demand 
is revived through fiscal and 
monetary measures on the 
lines 1 hav* indicated, our eco¬ 
nomy which has come out of 
the woods in many respects in 
1975 can move forward with 
greater speed and strength in 
t he coming year. 


It is on this note I wish to 
conclude my speech and by 
adding that the shareholders 
and the management owe 
much to our employees in 
our factories and offices for the 
contribution they have made 
to keep the wheels moving in 
difficult times. I have no 
doubt that the interests of 
your company will continue 
to be promoted by them. 


Thank you. 

Note; This does not purport 
to be a report of the procee¬ 
dings of the Annual General 
Meeting. 


EASrERN ECONOMIST 


30 


JANUARY 2 , 1976 



“LIONS DO NOT COMPROMISE! 
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USE 

"THREE LIONS" BRAND 
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CAUSTIC SODA 
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ANOTHER MILESTONE BY *ISARC IN 
IMP ORT SUBTITUTION 

CHROMIUM COPPER CASTINGS 

& WROUGHT PRODUCTS; 

• Resistance Welding Electrodes & Dlscs-Rolled, heat-treated upto 650 mrtt In 
dia and 50 mm In thickness 

• Resistance Welding TIPS ard special size components forged, heat-treated 
and machined 

• RODS upto 65 mm in dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 

Please send your enquiries to : 



THE INOIAN SMELTING & 


REFINING 60. LTD. 


Cable: LUCKY, Bhandup, 

(Non-Ferrous Division) 

Bombay. 

L.B. Shastri Marg, Bhandup, Bombay-400 078 

Phone: 584381 

Telex : IS ARC 011-2384 


Gram: DIGJAM Jamnagar 


Phone: 2585 & 2586 



Most renowned name in all kinds of 
Pure Wool, Double Plains, ‘IT 
and Terene-wool 

DIGJAM SUITINGS 




Manufactured by 

Shree Digvijaya Woollen Mills Ltd. 

Aerodrome Road f Jamnagar-3, (Gujarat) 
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existed, information required 
by the Agricultural Census was 
collected through the re-tabu- 
lation of existing information 
in land records. This app¬ 
roach was adopted in 15 states 
and five union territories; in 
some states where detailed land 
records were not maintained, 
sample surveys were organised 
to get the necessary data. 
This included the states of 


Agricultural 

census 

The report of the first 
-ever country-wide agriculture 
census conducted in India 
was presented to the union 
minister of Agriculture and 
Irrigation, Mr Jagjivan Ram, 
by Mr I.J. Naidu, Additional 
Secretary in the Department 
of Agriculture who headed the 
census operations on Decem¬ 
ber 24, 1975, 

Described as one of the 
biggest ventures in agricul¬ 
tural statistics ever launched 
in India, the census involved 
over 100,000 village-level func¬ 
tionaries to collect data on 
various characteristics of ope¬ 
rational holdings in the 
country. 

Important Gap 

The census fulfils an impor¬ 
tant gap in information about 
agricultural operations. The 
information now collected 
on a large number of variables 
is with reference to the opera¬ 
tional holdings on which data 
has hitherto been lacking. 

The operational holding is 
the fundamental unit of deci¬ 
sion-making in agriculture. A 
census of operational hold¬ 
ings providing data on their 
number, tenure relationships, 
sizes, types of farming and 
farming practices was of spe¬ 
cial importance in planning 
development programmes 
aimed at improving the in¬ 
come and standard of living 
of cultivators. 

The census will also enable 


the planners to draw up 
suitable crop rotation patterns 
for broad soil types within 
each local area, taking into 
account the facilities available 
by way of irrigation and 
other services. This will also 
enable targets to be set for each 
area. 

The census enables the 
planners to see what types of 
crops are grown at present 
under irrigated conditions in 
different sizes of holdings, 
whether the growth of 
commercial versus food- 
grains crops bears any rela¬ 
tionship to the size of the 
holding, and whether the differ¬ 
ences in types of irrigation, 
sources and combination 
thereof, supplementing each 
other, make much material 
difference in the intensity and 
pattern of cropping in hold¬ 
ings of each size. The data 
now provided by the census 
in respect of present practices 
and patterns in relation to farm 
sizes will enable detailed pro¬ 
grammes to be drawn up at 
the field level. Die census 
will enable proper strategies 
to be formulated in respect 
of distribution of fertilizers 
and for planning agriculture 
credit programmes. 

v 

Pioneering Venture 

Being the first of its kind 
undertaken in the country, 
the census would provide a 
bench-mark for future studies. 

The census was conducted 
with the agricultural year 
1970-71 (July 1970 to June 
1971) as the reference year. 
The primary unit for data 
collection was the operational 
holding. Broadly two app¬ 
roaches were adopted to get 
the required data. In states 
where detailed land records 


Kerala, Orissa, West Bengal, 
Meghalaya, Manipur, Naga¬ 
land and union territories of 
Arunachal Pradesh, Lakshad¬ 
weep and Goa. 

State-wise Data 

In respect of different states, 
individual reports giving 
data on dist riel -by-dist rict 
basishas been brought out by 
each state government or 
union territory administration. 
The all-India reporl, which 
was presented is in two 
parts. The first contains the 
historical background, the 
importance of agricultural cen¬ 
sus, organisational arrange¬ 
ments, concepts, definitions 
and technical problems and 
an analysis of the census 
results. The results have been 
analysed not only to give an 
all-India picture but also to 
give inter-state comparisons. 
In the second part the report 
contains a number of tables 
giving data at the all-India 
level and for individual states 
and union territories. 

The following are sonic of 
the important conclusions and 
finding of the census: 

There arc 70 million 
operational holdings in Indian 
Agriculture operating over 
an aggregate area of 162 
million ha. of land, according 
to the 1970-71 Agricultural 
Census. The average size 
of ihe holding is 2.30 ha. out 
of which the net area under 
cultivation is 2.06 ha. 

The aggregate of 70 mil¬ 
lion holdings is made up of 
—12 million wholly irrigated 
holdings operating over an 
area of 12.1 million ha. 

—17 million partly irrigated 
holdings covering an aggregate 
area of 46 million ha. of which 
the irrigated component adds 
up to 17 million ha., and 
•—41 million wholly unirri¬ 


gated holdings operating over 
a total area of 77 million haJ 
characterised by rainfed agri- 
cull urc. 

Preponderance of mar-| 
ginal holdings (below 1.0 ha.)l 
is one of the dominant features* 
of operational holdings in| 
India. Half the number of! 
operational holdings are mar-| 
ginal, although their contribu-] 
tion to total area is only nincl 
per cent. \ 

Nineteen per cent of thej 
holdings are small (LG—2.0? 
ha.) and they cover 12 per cent! 
of the area. jj 

Table I l 


Area Irrigated : 1970-71 j 
(Source-wise) ^ 


Source of 
irrigation 

Net area 
irrigated 
0000 ha.) 

Per- | 
centage] 

Canals 

12,172 

41.8 

Tanks 

3,510 

12.1 

Wells 

6,669 

22.9 

Tube wells 

4,842 

16.6 

Other sources 1,914 

6.6 

Total 

29,107 

100.0 


Semi-medium holdings« 
(2.0- 4.0 ha.) const it ute about \ 
15 per cent of the total num-1 
her and 19 per cent of the total 'j 
area. On the other hand i 
medium (4,0—10.0 ha.) and \ 
large holdings (10.0 ha. and \ 
above) account for roughly j 
two-thirds of the area under j 
these holdings. Eleven per i 
cent of the holdings are \ 
mcdjum and four per cent are j 
large holdings. \ 

i 

In absolute terms 2.8 ; 
million holdings which are of \ 
10 ha. and above account for 
an area of 50 million ha. The ! 
average size of large holdings \ 
is roughly 18 ha. \ 

Over two-thirds of the « 
total irrigated area in the : 
country (67.6 per cent) is j 
made up of irrigated areas in i 
ihe middle groups, viz. small j 
and semi-medium * holdings ; 
(39.0 per cent) and medium \ 
holdings (28.6 percent). j 

Small and semi-medium * 
holdings (1.0 to 4.0 ha. ; 
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Save 

with 

grace 

linoleum floor-covering's are an economic 
investment. Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for years, it saves you 
so much in repair and renovation costs 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Stain-proof, easy to dean and polish. 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

Hi* versatile floor-covortng I For bottor living 

India Linoleums Ltd., 
PjO. Birlapor, 14 Parganas, Wen Bengal 
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recount for the largest part largest number of operational 
of the area under rice cultiva- holdings numbering 16 million 
tion, both irrigated and un- (22.2 per cent of the total 
irrigated (43.6 per cent and holdings in the country) and 
44.1 per cent respectively.) operating over an area of 
Although marginal and sub- IS million ha. (11.2 percent 
marginal holdings (less than of the total area under the 
1 ha.) constitute one-half of holdings in the country), 
the total number of operational 

holding* in the country, rice Uncultivated portion 

cultivation by these holdings 0 f the total area under opera- 
and up to an area which is tional holdings in the states 
* less than one-fifth of the total 0 f Rajasthan, Maharashtra 
area under rite cultivation. an d Madhya Pradesh area of 
_ , , a sizeable importance, 3.4 

Greater part of the wheat million ha. in Rajasthan, 3.1 
cultivation in the country is million ha. in Maharashtra 
under irrigated conditions an d 2.7 million ha. in Madhya 
(55.9 per cent of the total Pradesh. Some part of this 
area under wheat) in contrast uncultivated area is, however, 
of rice cultivation. Small no t fit for cultivation. 

/and semi-medium holdings 

(1.0—4.0 ha.) account for High Irrigation 

the largest part of the area 

under wheat cultivation (38.2 The Slates of Uttar 

per cent of the irrigated area Pradesh, Andhra Pradesh, Pun- 
and 30.0 per cent of the un- jab, Tamil Nadu, Rajasthan, 
irrigated area), a phenome- Bihar, Haryana and West 
f non noticed in rice cultivation Bengal together account for 
as well. 77.5 per cent of the net irri¬ 

gated area in the country. 


Bihar, West Bengal, Andhra country lies within these 
Pradesh, Tamil Nadu, # IJunjab, states). 

Haryana and Rajasthan which 

together account for the grea- Large wholly irrigated 
test part of the major irriga- holdings (10 ha. and above) 
tional facilities in the country exist in considerable numbers 
(77 per cent of the total area only in Punjab, Rajasthan, j 

under canal irrigation in the Bihar and Haryana. The lar- ] 

> 

Table II j 

Size Distribution of Operational Holdings : 1970-71 \ 


Category of 
holdings 

Size group 

Num¬ 

ber 

(000’s) 

Per 

cent 

Area 

(’000 

ha.) 

Per 

cent 

Marginal 

Less than l.hu. 

35,682 

50.6 

14,445 

9.0 

Small 

1.0—2. Oha. 

13,432 

19.0 

J 9,282 

11.9 

Semi-medium 

2.0—4.0 ha. 

10,681 

15.2 

29,999 

18.5 

Sub total small 
and semi- 
medium 

1.0—4.0 ha. 

23,113 

34.2 

49.281 

30.4 

Medium 

4.0—10.0 ha. 

7,932 

11.3 

48,234 

29.7 

Large 

10.0 ha. and 
above 

2.766 

3.9 

50,064 

30.9 

All categories 


70,493 

100.0 

1,62,124 

100.0 


There arc about seven 
million operational holdings 
engaged in the cultivation of 
jowar and bajra under mar¬ 
ginal and sub-marginal con¬ 
ditions constituting 72 per cent 
of the total operational hold¬ 
ings devoted to these crops. 

Cotton Cultivation 

The bulk of cotton 
cultivation in the country is 
done in operational holdings 
of a size of four hectares and 
above, which account for 77 
per cent of the total area under 
cotton. 

Jute cultivation on the 
other hand is largely an acti¬ 
vity of semi-medium, small 
and marginal holdings. 

The aggregate land 
under operational holdings 
which is cultivable but not 
being cultivated is of the 
order of 12.4 million ha. 
One half of this land is situa¬ 
ted in large holdings (10 ha. 
and above). The reasons for 
such large area lying un¬ 
cultivated need to be explored 
and measures should be taken 
to bring this area under culti¬ 
vation wherever feasible. 

Uttar Pradesh has the 


Eighty-four per cent 
of the canal irrigated area 
and 62 per cent of the well 
irrigated area in Rajasthan are 
in holdings above four hectares. 

The slates of Ultar 
Pradesh, Punjab, Haryana and 
Bihar account for 94 per cent 
of the area under tube well 
irrigation. Sixty-seven and 
57 per*cent of the area irriga¬ 
ted through tubewells in Ihe 
states of Uttar Pradesh and 
Bihar are in holdings below 
four ha., whereas in Punjab 
and Haryana 65 and 69 per 
cent of the tubewell irrigated 
area are in holdings above four 
ha. respectively. . 

The states of Uttar 
Pradesh, Bihar and West 
Bengal of the Indo-Gangetic 
plains, the southern states of 
Andhra Pradesh and Tamil 
Nadu and the northern states 
of Punjab and Haryana along 
with Rajasthan, together 
account for 85 per cent of the 
wholly irrigated holdings of 
the country, both in terms of 
number of holdings and their 
area. 

These are also the eight 
states, viz, Uttar Pradesh, 


Table HI 

Size Distribution of Wholly Irrigated Operational 
Holdings: 1970-71 



Less than 1.0 ha 

l. 8,770 

70.5 

3,052 

25.1 


1.0— 2.0 ha. 

1.919 

15.5 

2,453 

20.2 


2.0— 4.0 ha. 

1,117 

9.0 

2,766 

22.8 

Sub-total 

1.0— 4.0 ha. 

3,036 

24.5 

5,219 

43.0 


4.0—10.0 ha. 

538 

4.3 

2,733 

22.5 


10.00 ha and 






above 

91 

0.7 

1,141 

9.4 

All groups 


12.435 

100.0 

12,145 

100.0 


Table IV 

Size Distribution of Partly Irrigated Operational 
Holdings : 1970-71 

j 

< 

< 

k 

Si7p arm in 

Num- 


Area ('000 ha.) 

J 

{ 


ber 

(000's) 

Per 

cent 

Total 

Per 

cent 

Irriga¬ 

ted 

area 

Per | 
cent * 

Less Ilian 1.0. ha 

5,807 

34.3 

2,629 

5.7 

1,335 

7.9 5 

1.0—2.0 ha. 

3,719 

21.9 

4,805 

10.4 

2.275 

13.5 : 

2.0—4.0 ha. 

3,472 

20.5 

8,751 

18.9 

3,814 

22.7 t 

Sub-total 

1.0—4.0 ha. 

7,191 

42.4 

13,566 

29.3 

6,089 

j 

36.2 } 

4.0—10.0 ha. 

2.900 

17.1 

15,327 

33.1 

5,554 

33.0 i 

10.0 ha & above 

1,052 

6.2 

14,755 

31.9 

3,852 

22.9 ' 

All Groups 

16,950 

100.0 

46,267 

100.0 

16,830 

100.0 < 
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gcst number of these holdings 
are in Punjab (27,936 holdings 
with a combined area of 
363,556 ha). Nexi comes the 
state of Rajasthan (12,522 
holdings with a combined area 
of 199,264 ha.). 

There arc 6.3 million 
wholly irrigated holdings in 
the country of a size of less 
than half-an-hectare; this 
means that more than half the 
total number of wholly irri¬ 
gated holdings belong to the 
sub-marginal category. In 
Uttar Pradesh alone there are 
2.5 million such holdings and 
another half-a-raillion in Bihar. 
The states of Andhra Piadesh 
and Tamil Nadu together 
account for 1.8 million such 
holdings. 

Small Holdings 

~ln the states of West 
Bengal, Tamil Nadu, Uitar 
Pradesh, and Bihar, the 
largest part of the area 
under the wholly irrigated 
holdings in the state belongs 
to the small and semi-medium 
holdings (58 per cent; 47 per 
cent; 45 per cent, 44 per cent 
and 43 per cent respectively). 
In these states, medium hold¬ 
ings (4.0 to 10.0 ha.) rank 
next in importance in respect 
of the share in the total area 
of irrigated holdi ngs. a 

In the states of Punjab, 
Haryana and Rajasthan, it 
is the medium category (4.0 
to 10.0 ha) that accounts for 
the largest part of the area 
under the wholly irrigated 
holdings of the state (39 per 
cent, 36 per cent and 31 per 
cent) respectively. Next in 
importance are the small and 
semi-medium holdings. It 
is of interest to note that the 
area situated in the large 
holdings (10 ha. and above) 
constitutes a sizeable propor¬ 
tion in these slates (19 per 
cent in Punjab and Haryana 
and 29 per cent in Rajasthan). 

Marginal and sub- 
marginal holdings (less than 
1 ha.) on an average have only 
0.3 ha. as the irrigated com¬ 
ponent of the holdings, and 
the figure is as low as 0.2 ha. 
and 0.1 ha. in Bihar and West 
Bengal. 

There are about seven 


million partly irrigated 
holdings in the country in the 
small (1.0—2.0 ha.) and 
semi-medium (2.0—4.0) ha.) 
category and these holdings 
account for an aggregate irri¬ 
gated area of about 6.1 million 
ha. 

Medium holdings (4.0 
to 10.0 ha) and large holdings 
(10 ha. and above) are 
generally marked by a low 
irrigated component in the area 
under the holdings. The ave¬ 
rage size of the irrigated com¬ 
ponent in a partly irrigated 
holding of the group: 4.0 to 
10.0 ha ranges from 3.9 ha. 
in Punjab and 3.2 ha in 
Haryana to 1.4 ha. in Ahdhra 
Pradesh and 1.3 ha in West 
Bengal. In respect of the 
large holdings (10 ha. and 
above), the range of the irri¬ 
gated component in a holding 
is from 9.5 ha. in Punjab and 
7.6 ha. in Haryana to 3.3 ha. 
in West Bengal and 2.5 ha. 
in Andhra Pradesh, 

Eastern Region 

Nearly one-half of the 
total unirrigated holdings of 
the country lie in the eastern 
region (Assam, West Bengal, 
Orissa, Bihar and eastern parts 
of U.tar Pradesh and Madhya 
Pradesh). The average, size 
of the holding is in ihe range 
of 1.7 ha. (Orissa) to 0.86 ha. 
(Uttar Pradesh). Rice is the 
dominant crop of rainfed 
agriculture in the region but 
yields (in comparison with 
irrigated area) are strikingly 
low. Moreover, cultivation 
is exposed to the recurring 
hazards of floods and drought 
(Of the 23 million ha. of area 
under reinfed rice in the coun¬ 
try, this region alone accounts 
for 2(1 million ha.) 

The other vast zone of 
wholly unirrigated holdings is 
the western part of the coun¬ 
try comprising the states of 
Rajasthan, Gujarat, Maha¬ 
rashtra and the adjoining areas 
in the states of Madhya 
Pradesh, Andhra Pradesh and 
Karnataka. Wholly unirriga¬ 
ted holdings in this region add 
up to some 17 million 
representing about two-fifths 
of the country's total in this 
regard. The average size 


Table V 

Size Distribution of Wholly-Unirrigated Operational 
Holdings: 1970-71 


Size group 

Num¬ 

ber 

('000's) 

Per 

cent 

Area 

(*000 

ha) 

Per 

cent 

Less than 1.0 ha. 

20.805 

51.1 

7,327 

9.5 

1.0—2.0 ha. 

7.731 

19.9 

9,743 

12.6 

2.0—4.0 ha. 

6,057 

14.9 

14,729 

19.9 

Sub Total 

l.Q—4.0 ha. 

13.778 

33.9 

24,472 

31.6 

4.0—10.0 ha. 

4,484 

11.9 

22.865 

29.5 

10.0 ha and above 

1.620 

4.0 

22,742 

29.4 

All groups 

40,697 

100.0 

77,406 

100.0 


Table VI 

Area Under Irrigation by Size Groups: 1970-71 

(Area in '000 ha) 


Size group 

Net 

irriga¬ 

ted 

area 

Per 

cent 

Net 

sown 

area 

Per¬ 

cent¬ 

age 

Percent¬ 
age of 
irrigated 
area to 
net sown 
area 

Less than 1.0 ha. 

4,393 

15.1 

13,002 

9.6 

33.8 

1.0-2.0 ha. 

4,741 

16.3 

17,013 

12.5 

27.9 

2.0-4.0 ha. 

6,604 

22.7 

26.246 

19.3 

25.2 

Sub Total 

1.0—4.0'ha. 

11,345 

39.0 

43,259 

31.8 

26.2 

4.0—10.0 ha. 

8.332 

28.6 

40,924 

30.1 

20.4 

10.0 ha and above 

5.037 

17.3 

38,637 

28.5 

13.0 

All groups 

29,107 

100.0 

135,822 

100.0 

31.4 


Table VII 

lrrigational Facilities by Sources for Different Size 
Groups: 1970-71 


Size group 


Area irrigated by 

(in ’000 ha) 

Canals 

Tanks 

Wells 

Tube- 

wells 

Other Total 
sources 

Less than 1.0 ha. 

1,769 

737 

842 

677 

368 4,393 

1.0—2.0 ha. 

1,991 

668 

975 

742 

365 4,741 

2.0—4.0 ha. 

2,714 

800 

1,459 

1,159 

472 6,604 

Sub total 

1.0—4.0 ha. 

4,705 

1,468 

2,434 

1,901 

837 11,345 

4.0—10.0 ha. 

10.0 ha. and 

3,477 

828 

2,036 

1,535 

456 8,332 

above 

2,221 

477 

1,357 

729 

253 5,037 

AN groups 

12,172 

3,510 

6,669 

4,842 

1,914 20,107 
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of thc~ holding ranges from 
4.34 ha. (Rajasthan) to 2.01 
ha. (Andhra Pradesh). How¬ 
ever, the meagre conditions 
of rainfall in this arid and semi- 
arid region permit only the 
cultivation of coarse grains 
such as jowar and bajra, 
which arc marked by low and 
uncertain yields. The com¬ 
paratively larger size of an 
average holding in this region 
does not confer any added in¬ 
come advantage. 

Separate figures of opera¬ 
tional holdings devoted 
to individual crops arc not 
available. However, on the 
basis of some indirect esti¬ 
mation, it is found that there 
are some seven million opera¬ 
tional holdings of a size ofless 
than four ha. cu.tivating jowar 
and bajra in the country 
(essentially in the western 
region) and these constitute 
72 per cent of the total number 
'of holdings (9.7 million) culti¬ 
vating these crops. How¬ 
ever, the area under the hold¬ 
ings that arc below 4.0 ha. in 
size, constitutes only 28 per 
cent of the total area under 
jowar and bajra, resultingin an 
average size of only 1.2 ha. per 
holding for seven million hold¬ 
ings. In contrast, 2.7 million 
holdings of a size of 4.0 ha. and 
above command 72 per cent 
r of the total area under jowar 
and bajra in the country. In 
terms of levels of agricultural 
income, the vast number of 
holdings cultivating jowar and 
bajra under arid and semi- 
arid conditions, with and ave¬ 
rage size ot holding of 1.2 ha., 
appear to be the most adver¬ 
sely placed. 

' Rica Cultivation 

^Holdings below 4.0 ha. 
Aount for largest part of the 
area under rice cultivation 
in most of the states, except 
* Madhya Pradesh, Punjab, 
Haryana and Rajasthan. 
In Madhya Pradesh which 
ranks fourth in the country 
in terms of rice area 64 per 
cent of the area under rice 
is in holdings above 4.0 hec¬ 
tares. On the other hand in 
the states of Uttar Pradesh, 
West Bengal, Tamil Nadu and 
Assam 74 to 80 per cent of 


the area under rice cultivation 
is in holdings below four hec¬ 
tares. 

Unlike rice, bulk of the 
wheat area is in holdings 
which are 4.0 ha, and above 
in most of the states, except 
U.tar Pradesh and Bihar where 
70 and 60 per cent of the wheat 
area are in holdings below four 
hectares. 


semi-medium holdings. More 
than four-fifths of the area 
under jute in West Bengal 
(which has the largest area in 
the country) is in holdings 
below 4.0 hectares. 

Four states, viz. Rajas¬ 
than, Madhya Pradesh, Maha¬ 
rashtra and Andhra Pradesh 
together have 8.5 million ha. 


of unutilised land in the 
holdings. 

About 80 per cent of 
the unutilised land availa¬ 
ble for cultivation in the 
states of Rajasthan, Madhya 
Pradesh, Mahai asht ra, 

Andhra Pradesh and Karna¬ 
taka is in the holdings of 4.0 
ha. and above. 


In Madhya Pradesh, Punjab 
and Haryana bulk of the 
area under maize (53 to 
71 per cent) is in holdings 
above 4.0 ha. In contrast to 
this 75 and 60 per cent of 
the area under maize in Uttar 
Pradesh and Bihar respectively 
arc in holdings below 4.0 ha. 

Operational Holdings 

Operational holdings of 
4.0 ha. and above account 
for 70 per cent of the area 
under jowar at the all-India 
level. This is true even at the 
state level in the predomi¬ 
nantly jowar growing states. 

In Rajasthan which 
accounts for the largest area 
under Bajra in the country, 
it is grown mostly in holdings 
of 10.0 ha and above. 


Tabu: VIII 

Percentage Area Irrigated by Sources for Different 
Size Groups: 1970-71 


Percentage area irrigated by in 


Size group 

Canals 

Tanks 

Wells 

Tube- 

wells 

Other 

sources 

Tola! 1 

1 

Less than I.Oha. 

14.5 

21.0 

12.6 

14.0 

19.2 

15.1 f 

1.0 -2.0 ha. 

16.4 

19.0 

14.6 

15.4 

19.1 

16.3 | 

2.0-4.0 ha. 

22..1 

22 8 

21.9 

23.9' 

24.7 

22.7 | 

Sub-total 

l.0—4.0 ha. 

38.7 

41.8 

36.5 

39.3 

43.8 

39.0 I 

4.0—10.0 ha. 

28.6 

23.6 

30.5 

31.7 

23.8 

28.6 j 

10,0 ha. and 
above 

18.2 

J3.6 

20.4 

15.0 

13.2 

f 

17.3 | 

All groups 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 | 


Tabi n IX 


Except in Uttar Pradesh 
and Bihar where 64 and 58 
per cent of the pulses are in 
holdings below 4.0 ha., in all 
other states more than 60 per 
cent of the area is in holdings 
above four hectares. 

More than half of the 
area under sugarcane in Uttar 
Pradesh is in semi-medium 
(2.0—4.0 ha) and medium 
holdings (4.0—10.0 ha). 

In Gujarat (which has 
the largest area under oil¬ 
seeds in the country) four- 
fifths of the area is in holdings 
of4.0 ha. and above. 

Holding* of 10.0 ha. 
and above are of considerable 
significance for cotton culti¬ 
vation in most of the cotton 
growing states. 

Jute cultivation is mainly 
in the marginal, small and 


Distribution of Holdings by Size Groups having Canal 
Irrigation Facilities: 1970-71 


Size group 

Area Linder 

Total 

irriga¬ 

ted 

area 

Canal 

irriga¬ 

ted 

area 

Percent¬ 
age of 
canal 
irrigated 
area to 
total irri¬ 
gated area 

Wholly 

irriga¬ 

ted 

Hold¬ 

ings 

Partly 

irriga¬ 

ted 

hold¬ 

ings 

Less than 1.0 ha. 

3,052 

1,335 

4.387 

1,769 

40.3 

1.0—2.0 ha. 

2,453 

2,275 

4,728 

1,991 

42.1 

2.0- 4.0 ha. 

2,766 

3,814 

6,580 

2,714 

41.2 

Sub total 

1.0—4.0 ha. 

5.219 

6,089 

11,308 

4,705 

41.6 

4.0—10.0 ha. 

2,733 

5,554 

8,287 

3,477 

42.0 

10.0 ha and 
above 

1,141 

3,852 

4,993 

2.221 

44.5 

All groups 

12,145 

j 6,830 

29,975* 

12,172 

42.0 


♦There is a difference between the total irrigated area as given 
in Table II and Tabic IV due to rounding up procedures 
adopted in different states. 
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RECORDS AND STATISTICS 


Report on 
currency and 
finance 1974-75 

Thr Reserve Bank of India, 
in its report on currency and 
finance for 1974-75, has in¬ 
dicated that by the middle of 
1975, the gap between current 
demand and available supplies 
in respect of both consumer 
articles and investment goods 
had been considerably reduc¬ 
ed and that the economy had 
been in a much belter shape 
than at any time since 1971. 
Basing its judgement on the 
current economic trends, the 
Bank has forecast a rate of 
growth of five to six per cent 
in 1975-76. A summary of i lie 
report follows : 

ASSESSMENT AND 
PROSPECTS 

Much the most significant 
achievement of the economy 
during the year 1974-75 (J ily- 
June) was containment of 
inflation; the continuing price 
increase of the two preceding 
years was cheeked effectively, 
despile an increase of only two 
per cent in real national in¬ 
come. At the end of June 
1975, the wholesale price index 
for ail commodities was only 
0.6 per cent higher than a 
year ago. and this trend has 
continued in the period sub¬ 
sequent to July 1975. In fact, 
the index as on November 22, 
1975, was actually 6.2 per 
cent lower than the level a 
year ago; and the prevailing 
indications were that of a fur¬ 
ther decline in prices, follow¬ 
ing the garnering of the kharif 
harvest. 

The containment of infla¬ 
tionary pressures was brought 
about essentially by fiscal and 
monetary policies affecting 
aggregate demand in the eco¬ 
nomy, supported by a variety 
of administrative measures 
to curb speculative and illegal 
acl : vitics impinging on current 


prices and price expectations. 
Monetary demand was res¬ 
tricted in both public and pri¬ 
vate sectors. On the fiscal 
side, there was a massive effort 
at mobilisation of resources 
accompanied by cuts in non¬ 
development expenditures ; 
these were further strengthened 
by immobilisation of part 
of the additional incomes 
through compulsory deposits 
and restriction on distribution 
of dividends. In the mone¬ 
tary area, credit expansion 
was reduced both through 
restriction of supply of loan¬ 
able funds and an increase in 
interest rates. Furthermore, 
though in terms of agricultural 
production 1974-75 was not a 
particularly good year, mar¬ 
ket supplies of agricultural 
commodities benefited from 
larger imports and the steps 
taken to curb hoarding of 
stocks. 

In the industrial sector, 
significant improvements in 
supply of power, coal and 
steel were evident as a 
result of increased produc¬ 
tion as well as better transport. 
Based on larger export earn¬ 
ings, better utilisation of ex¬ 
ternal assistance and IMF 
drawings, the economy was 
also able to sustain larger im¬ 
ports of industrial raw mate¬ 
rials and capital equipment. 
All these resulted in narrowing 
the gap between current de¬ 
mand and available supplies 
in respect of both consumer 
articles and investment goods. 
Altogether, by mid-1975 the 
economy had been in a much 
better shape than at any time 
since 1971. 

Demand Situation 

While the steps taken to 
curb inflationary pressures 
have proved successful gene¬ 
rally, thcre { have been areas 
in which demand remained 
stagnant oi declined, giving 
rise to fears of recession in 
certain quarters. In industries 
such as transport equipment, 
consumer durables, steel, jute 
and cotton textiles, sluggish¬ 
ness in demand has been evi¬ 
dent for some time and this 
has resulted in accumulation 
of stocks or reduced utilisa¬ 


tion of capacity. This situa¬ 
tion derives from a variety of 
factors. For instance, in the 
case of cotton textiles, the 
accumulations of stocks with 
mills was a consequence of 
weaknesses in the arrange¬ 
ments for distributing con¬ 
trolled cloth, reduced stock¬ 
holdings by traders, and con¬ 
sumer resistance to unduly 
high prices of finer varieties. 

In respect of consumer dur¬ 
ables like passenger cars, refri¬ 
gerators, television sets, air- 
conditioners and so forth, the 
dominant element was resis¬ 
tance to higher prices in a 
situation in which real incomes 
had registered at best a small 
increase. The markets for 
steel, cement, railway wagons 
and so froth were affected by 
inadequate increases in 
public sector investment in 
the last two years, while the 
accumulation of stocks in the 
jute and certain engineering 
industries derived from dec¬ 
lines in export demand. 

Stimulating Activity 

Since the difficulties of diffe¬ 
rent industries were due to 
different causes, the situation 
did not warrant adoption of 
such measures as a general 
reduction in excise duties or 
liberalisation of credit or 
reduction of interest rates. 
The balance achieved in re¬ 
gard to the supply and demand 
for food articles as well as 
other essential consumer goods 
was tenuous and it was clear 
that any major shift in supply 
or demand could again gene¬ 
rate pressures on these prices. 
Consequently, steps taken to 
revive the economy had to 
ensure that there was no with¬ 
holding of supply of goods or 
increase in final consumer 
prices. For this reason, poli¬ 
cies for stimulating industrial 
activity had to be specific 
and related to the particular 
problem affecting produc¬ 
tion or sales. 

Basically, the stimulus to 
larger industrial production 
has to come from increased 
investment in both public and 
private sectors. Tnc initial 
moves in this regard have been 
taken by the government 


through policies designed to. 
increase public investment 
under the Plan. Plan outlay 
for 1975-76 has already been 
raised by 23 per cent over the 
previous year’s level. More 
specifically a scries «of mea¬ 
sures have been taken to en¬ 
large construction activity in 
the public sector and accelerate . 
investments in ihe power, 
irrigation and transport faci¬ 
lities. Slcps have also been 
taken to facilitate larger ex¬ 
ports by public sector enter¬ 
prises and speedier payment 
of subsidies and duty draw¬ 
backs. All of these measures 
should improve the demand, 
prospects for a variety of in¬ 
dustries. 

Private Investment 

Alongside of increases in 
public spending for investment, 
efforts have also been made to 
stimulate private investment* 
There has been a major reform 
in licensing policy with the 
granting of blanket exemption 
from licensing to 21 industries 
in the medium sctcor. About 
15 export-oriented engineer¬ 
ing industries have been per¬ 
mitted automatic expansion 
of capacity upto 25 per cent of 
licensed capacity over a period 
of five years without having to 
obtain a licence for this pur¬ 
pose. Similarly, the ban 
on expansion which had been 
imposed on foreign com- 
anics and large monopoly 
ouses in 30 important in¬ 
dustries has also been lifted. 

Many fiscal and other incen¬ 
tives have been provided for 
stimulating exports. The res¬ 
triction on declaration of divi¬ 
dends has been eased as also 
the scope for issue of bonus 
shares. Thus, industries aie 
now able to declare high# 
'dividends on a deferred pay¬ 
ment basis and issue bonus 
shares with a time-lag of * 
only 24 months as against 
the 40 months stipulated ear¬ 
lier. These relaxations should 
be of help in enlarging the 
flow of equity capital. Con¬ 
currently, the Reserve Bank 
has advised banking institu¬ 
tions to ensure that the 
genuine requirements of pro-' 
duction credit are met in res- 
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pect of export industries, in* 
dustries in the core sector and 
industries producing mass 
consumption goods. 

The resources of term¬ 
lending institutions have 
been augmented and their 
procedures streamlined to 
enable larger support to new 
investment, particularly in 
the priority industries. Al¬ 
together, more favourable con¬ 
ditions for larger investment 
activity in both public and 
private sectors have been or 
are being created with a view 
to talcing advantage of the 
potential for larger output 
that exists in the economy. 

Essential Goods 

Insofar as essential consumer 
goods industries are concer¬ 
ned, the expectation is that, 
with the increase in agricul¬ 
tural production and in¬ 
comes, and some adjustments 
; in prices and distribution 
arrangements, there would be 
enough demand to obviate any 
cuts in production. Con¬ 
currently, these industries will 
benefit from the improvement 
in the supply of raw mate¬ 
rials, transport and power 
facilities. Adjustments have 
also been made in respect of 
short and medium-term credit 
facilities to the textiles and 
sugar industries to enable 
increased production and 
modernisation of equipment. 

As regards other consumer 
goods industries of a non- 
essential character, it is likely 
that they will also derive some 
benefit from production in¬ 
creases elsewhere in the eco¬ 
nomy. But over a period, 
their viability will depend on 
a readjustment of production 
patterns and pricing policies. 
Instead of concentrating on 
high unit prices and restricted 
appeal to higher income 
groups, they have to aim at 
catering to consumers in the 
low and middle income ranges, 
and this requires a shift to both 
new products and lower prices. 

The kharif harvest has been 
extremely favourable and the 
1976 rabi season is also exr 
pected to surpass earlier per¬ 
formances. Despite pockets 
of low production the overall 
performance of the industrial 


sector during 1973-76 is likely 
to be better than in the pre¬ 
vious year. Thus, real supp¬ 
lies to the economy during the 
current year should be such as 
will permit somewhat larger 
expenditures for both con¬ 
sumption and investment pur¬ 
poses. And as long as mone¬ 
tary factors are kept under 


control, it should be possible 
to augment real investment 
and output without creating 
intolerable pressures on con¬ 
sumer prices balance of pay¬ 
ments. Some of the develop¬ 
ments in recent months may 
be indicative of this possibility. 
In the last few months, prices 
have remained more or less 


stable notwithstanding the 
somewhat increased spending 
in the economy. 

Credit availed of both by 
the government and commer¬ 
cial sectors has been larger. 
During the period March 28 
to November 28, 1975, net 
bank credit to government 
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increased by over Rs 1,100 
crorcs or more than 12 per 
cent, as against an increase of 
around Rs 850 crorcs or 
less than 10 per cent in the 
corresponding period of 1974. 
Likewise, bank credit to the 
commercial sector increased in 
the same period by over Rs 
900 crores or 8.5 per cent, 
as against an increase of 
around Rs 575 crores or six 
per cent in the previous year. 
Further, unlike in 1974 when 
foreign assets of the banking 
sector declined by about Rs 
175 crorcs, there has been an 
increase of Rs 95 crores in 
such assets between March 
28 and November 28, 1975; 

Substantial Increase 

In other words, compared to 
the previous year there has 
already occurred a substantial 
increase in spending by ail 
the three sectors and a con¬ 
sequent increase in the liquid 
assets available to the econo¬ 
my for further deployment. 
However, corresponding to 
the enlargement of expenditure, 
there has also been an actual 
or anticipated increase in 
supplies which has prevented 
price increases. If in the 
same way, future demand 
expansion is matched care¬ 
fully with supply increases, it 
should be possible to main¬ 
tain price stability and also 
accelerate the growth rate. 

It is important that the 
opportunity which exists for 
achieving development with 
price stability is not either 
exaggerated or under- 
estimited. Improved supply 
of raw materials and transport 
facilities, together with the 
availability of foreign exchange 
and more stable industrial 
relations, are all conducive to 
acceleration of growth At 
the same time, monetary con¬ 
ditions arc such that any large- 
scale resourese to ‘deficit 
financing’ by public or pri¬ 
vate sectors could become 
counter productive. While it 
should be possible to add 
substantially to investment 
expenditures in the coming 
year, it is essential that such 
augmentation be based on a 
larger mpbj&sation of domes¬ 


tic savings rather than on ex¬ 
tensive'credit creation. Like¬ 
wise, programmes for increas¬ 
ing the demand for capital 
and investment goods have 
to be supported by equally 
effective programmes for in¬ 
creased production and proper 
distribution of wage goods, 
particularly food articles. 

• Notwithstanding the some¬ 
what smaller anticipated in¬ 
crease in export earnings dur¬ 
ing 1975-76, availability of 
foreign exchange should not 
hamper a planned increase in 
food imports for the proximate 
future- though from a long¬ 
term point of view the position 
may remain somewhat un¬ 
certain. However, if in the next 
few years food and crude oil 
imports could be replaced by 
indigenous production, via¬ 
bility even on a long-term 
basis on this front^ will be 
possible. 

The Indian economy faces 
at this juncture equal prospect 
of moving forward to a period 
of sustained growth and deve¬ 
lopment or sliding back to¬ 
wards inflation, depending 
on the ingenuity with which 
production and investment 
policies are fashioned and im¬ 
plemented. The emergency 
and the 20-point economic 
programme have created an 
environment in which pur¬ 
posive action should be possi¬ 
ble. Given concerted efforts 
by both public and private 
sectors, the year 1975-76 may 
witness not only further stren¬ 
gthening of price stability but 
also the achievement of a 
significant growth rate of 5 
to 6 per cent. 

GENERAL TRENDS IN 
THE ECONOMY 

National Income: There was , 
a rise of 3.1 per cent in 
national incom; at constant 
(1950-61) prices during the 
year 1973-74, in contrast to 
a fall of 0.9 per cent in 1972-73, 
according to the ‘quick’ 
estimates prepared by the 
Central Statistical Organisa¬ 
tion. The net national pro¬ 
duct (national income) is 
estimated at Rs 19,724 crores 
(1960-61 prices) with a per 


capita income of &s 340 
against Rs 19,130 crores with; 
a per capita income of Rs 337. 
The growth of income in 1974- 
75 is tentatively put around 
two per cent. 

Saving: Domestic saving as 
a ratio of national income 
declined marginally from 
12.1 per cent in 1973-74 to 
11.8 per cent in 1974-75. 
The decline becomes signifi¬ 
cant when compared with the 
ratio of 12.6 per cent in 1972- 
73. The rate of saving thus 
declined for the second year 
in ^succession. In terms of 
saving-income ratio, the dec¬ 
line was account ad for wholly 
by the household- sector. The 
situation, in 1974-75- with a 
rise in prices 'at about the 
same rate as in 1973-74 and a 
smaller; rise in real national 
income than in the previous 
year—-turned out to be such 
that the efforts of the house¬ 
hold sector to maintain the 
consumption level seem to have 
caused an erosion in its capa¬ 
city to save. Although the 
aggregate saving of the house¬ 
hold sector is estimated to 
have increased from Rs 
4,324 crores in 1973-74 to 
Rs 4,544 crores in 1974*75, 
as a proportion of net national 
product, it receded from 8.7 
per cent to 7.4 percent. 

Trends In Prices] 

Investment: The aggregate 
domestic investment in 1974- 
75 would work out to 13.8 
per cent of national income, 
as compared to 12.9 per cent 
in 1973-74. The share of 
domestic saving in total in¬ 
vestment in estimated to have 
gone down from 94 per cent 
to 86 par cent. Correspond¬ 
ingly, the net inflow of foreign 
resources ha*'gone up from six 
percent of total investment to 
14 per cent. 

Agricultural production: Pro¬ 
duction of foodgrains during 
1974-75 estimated around 
104-105 million tonnes, al¬ 
though it was considerably 
lower than the target ofJllS 
million tonnes set for the year, 
compares favourably with the 
output of 103.5 million tofthes 
in 1973-74. The .production 


picture in respect of cotnihet* 
dal crops was mixed: while 
raw cotton and sugarcane 
recorded increases, raw jute 
and oilseeds registered dec¬ 
lines. Production of tea and 
coffee was relatively higher. 

Industrial output: The year 
1974 was marked bya revival 
of industrial growth * from the 
state of semi-stagnation in' 
1973. Although* the actual 
industrial growth rate of about 
three per cent in 1974 was not 
high by any standard, the pace 
of industrial production 
gathered momentum during 
the last quarter, thus setting 
>he tone for faster growth in 
1975. 

Bright Outlook 

The outlook for in¬ 
dustrial growth in .1975 is 
decidedly bright. An increase 
in the produc ion of infra-' 
structure industries like 
power, coal and steel, a signi¬ 
ficant improvement in the per¬ 
formance of public sector enter¬ 
prises and the industrial har¬ 
mony which emerged conse¬ 
quent on the declaration of 
emergency have rendered 
feasible the attainment of 
industrial growth of an order 
higher than in 1974. 

Price situation: Wholesale 
prices witnessed only a frac¬ 
tional rise of 0.7 per cent, 
during the year 1974-75 (end- 
June 1974 and cnd-June 1975), 
as compared with the rise of 
as much as 27.8 per cent in 
1973-74 and 21.5 per cent in 
1972-73. Taking the monthly 
averages, the general index, 
recorded a much smaller riso 
of 16.9. per cent, against 
25.3 per cent in theprevous 
year. The year 1975-76 has 
begun with a phase of price 
{stability. Between April 5 
l and end of September 1975— 
a period which covers the 
jmajor part of the conven¬ 
tional slack season — prices 
remained practically un¬ 
changed, in sharp contrast to 
the rise'of 15.6 per cent and 
15.0 per cent in comparable 
periods of 1974 and - 1^73, 
respectively. On present indi¬ 
cations the year is expected to 
i be characterised by price 
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stability, in contrast to bouts 
of price-rises witnessed dur¬ 
ing the last three years or so. 

Cost of living: Corres¬ 
ponding to the trend in whole¬ 
sale prices, the all-India con¬ 
sumer price index for indus¬ 
trial ^workers (i960 »100) 
rose by 9.0 per cent during 
1974-73 and the index for 
urban non-manual employees 
by 10. S pee cent. Taking the 
monthly averages, the indices 
recorded a rise of 22.6 per 
cent and 19.8 per cent, res¬ 
pectively, against the increase 
of 24.3 per cent and 17.8 per 
cent in the previous year. 

Money and Banking 

Money supply: The most 
notable feature of the year 
1974-75 was the deceleration 
in monetary expansion: money 
supply with the public recor¬ 
ded a remarkably slower rate 
of expansion of 6.3 per cent 
(Rs 727 crores), as compared 
with an expansion of 14.9 per 
cent (Rs 1,487 crorcs) in 
1973-74. In point of fact, the 
rate of growth of money 
supply in 1974-75 was the 
lowest recorded since 1962. 
Although both the compo¬ 
nents of money supply regis¬ 
tered slower growth, the de¬ 
celeration was particularly 
conspicuous in currency. 
Currency with the public rose 
by only 2.5 per cent (Rs 163 
crores), against 13.3 per cent 
(Rs 773 crores) in 1973-74, 
while demand deposits rose 
by 11.6 per cent (Rs 564 
crores), against 17.3 per cent 
(Rs 714 crores). The aggregate 
monetary resources also 
showed a relatively lower rate 
of increase at 10.2 per cent 
(Rs 1,834 crores), against 15.9 
per cent (Rs 2,454 crores). 
The slow-down in the growth 
of money supply reflects the 
cumulative impact of credit 
and fiscal policies both of 
which were geared to demand 
management. 

Credit policy: The over¬ 
riding objective of credit policy 
in 1974-75 was containment 
of the mounting inflationary 
pressures. Bank credit had to 
be viewed as a scarce resource 
and the use of created money, 
through recourse to the 
Reserve Bank had to be kept 
at a minimum, in terms of 
both amount and duration 


of use. to these ends, an 
indication was given to banks 
of the broad priorities to be 
observed in the deployment of 
credit: the interest rates struc¬ 
ture was adjusted upwards and 
recourse to the Reserve Bank, 
through both refinance and 
rediscount of bills, was allowed 
almost entirely on a dis¬ 
cretionary basis, with the re¬ 
quirements of banks being 
evaluated individually. The 
Credit Authorisation Scheme 
was further streamlined to en¬ 
sure a more judicious use of 
bank credit, as also to over¬ 
see the end-use of such credit. 
Keeping in line with the tight 
policy, the existing selective 
credit control measures in 
respect of advances against 
sensitive commodities con¬ 
tinued to operate during the 
year with certain minor modi¬ 
fications. 

Banking trends: Movements 
in the major banking variables 
during the year largely refle¬ 
cted the achievement of the 
above policy objectives. Not 
only was there a sharp slow¬ 
down in bank credit expansion 
despite a marked increase in 
advances for food procure¬ 
ment, but the banks' obliga¬ 
tion to the Reserve Bank— 
both under refinance and 
discounting arrangements— 
was also liquidated to a large 
ex‘ent. Although for the year 
(July-June) as a whole, deposit 
growth was somewhat lowei 
than in 1973-74, the growth 
was higher during the slack 
season (May-Octobcr) of 1975. 

Persisting Uptrend 

On present indications it 
appears that this uptrend would 
persist through the busy sea¬ 
son of 1975-76. The pattern 
of use of funds in 1974-75 
was very different from the 
previous year. Deposit growth 
was only marginally higher 
in terms of amount (Rs 1,606 
crores, against Rs 1,591 crorcs) 
and lower in terms of per¬ 
centage (14.9 per cent, against 
17.4 per cent). The increase 
in bank credit, on the other 
hand, was much lower, at 
Rs 1,105 crores or 14.1 per 
cent, against Rs 1,446 crorcs 
or 22.6 per cent in 1973-74. 
In terms of expansion of gross 
credit, the increase was even 
lower at only 11.8 per cent, 


against 26. $ per cent. Both 
borrowings and bills redis¬ 
counted recorded a decline 
during 1974-75, as against 
an increase in the pievious 
year. In other words, while 
Reserve Bank facilities were 
a net source of funds in 1973- 
74, in 1974-75, the liquida¬ 
tion of such obligations was 
one of the uses to which 
available funds were put. This 
is also reflected in the incre¬ 
mental credit-deposit ratio 
which was 68.8 per cent in 
1974-75, against 90 9 per cent 
in the previous year. 

Credit Diversification 

Rural credit: The year 
under review witnessed not 
only an increase in rural 
credit provided by institu¬ 
tions but there was a con¬ 
siderable diversification in such 
credit. In contrast to the 
substantial reductions in term 
loans in 1973-74 as compared 
with 1972-73, the term loans 
provided by cooperatives 
showed a rise during 1974-75, 
The short-term loans of 
cooperatives also increased 
during the year by 12.6 per 
cent. The state govern¬ 
ments, too, provided relatively 
larger resources in their budgets 
for agriculture and minor irri¬ 
gation: these were mainly for 
short-term purposes. Loans 
issued by scheduled commer¬ 
cial banks estimated at Rs 284 
crorcs during the year ended 
March 1975 showed rise of 
29.7 per cent over the pre¬ 
ceding year. The indirect 
institutional finance provided 
during the year had also gone 
up considerably. Such ad¬ 
vances by cooperatives for 
procurement of foodgrains, 
distribution of fertilisers, 
etc., aggregated Rs 523 crorcs, 
against Rs 427 crores in 1973- 
74. The outstanding indirect 
advances by scheduled commer¬ 
cial banks went up from Rs 
211 crores as at end-June 
1974 to Rs 255 crores at end- 
March 1975. 

Budgets: The budgetary 
policy for 1974-75 was notable 
for the mobilisation of a 
record level of financial re¬ 
sources and efforts to contain 
the magnitude of deficit 
finance. Additional finan¬ 
cial resources totalling Rs 
1,048 crores (a record level) 


were raised through new mea- \ 
sures in 1974-75. On the | , 
other hand, the rise in prices! i 
necessarily meant increased! 
government expenditure both! 
on account of higher dear-| 
ness allowance paid to govern-! 
ment employees and higher| 
prices paid for purchases of* 
goods for consumption and I 
capital formation. j| 

Despite mobilisation effort si 
therefore, the combined dc-| 
licit ofthe centre and the sta # cs| 
at Rs 727 crorcs in 1974-75 was| 
larger by Rs 234 crores than!} 
that in 1973-74. Although thef 
centre's deficit was larger| 
than in the previous year,| 
there was a difference; thef* 
1974-75 deficit contained a? 
sizeable non-inflationary com- v 
ponent in the sense that a? 
part of it was attributable tog 
purchase by the centre, fromj? 
the Reserve Bank, of fbreignji 
exchange resources accruing! 
from IMF drawals for financ-iJ 
ing imports. If this factor}? 
is isolated, the expansionary!? 
impact of the deficit becomcs| 
much smaller. f t 

Aggregate Receipts | 

Aggregate receipts rose by| 
20.0 per cent in 1974-75 due| 
to the increase in both revenue^ 
and capital receipts. The cent ral$ 
and state budgets for 1975-76.? 
anticipate lower growth ratesil 
of 12.0 per cent for tax re-f 
ccipts and 6.8 per cent for| 
capital receipts, as against 20.5| 
per cent and 14.0 per cent,!* 
respectively, in 1974-75, There j; 
was a rise of 19.3 per cent l 
in aggregate disbursements,! 
consisting of an increase ofD 
16.6 per cent in developmental^ 
outlay. The percentage in-.? 
crease in developmental out-;? 
lay was nearly three times that 
(5.7 per cent) anticipated in! 
the budget estimates mainly if 
on account of larger cash;| 
outgo on fertilisers, food,; 
subsidy and drought relief i 
and natural calamities. '? 

Public debt: The out stand- J 
ing public debt ofthe central * 
government as at the end* 
of March 1975 stood at Rs] 
18,436 crores, an increase of| 
Rs 1,463 crores, in contrast 
to the decline of Rs 346 crores< 
in the previous year. While» 
internal debt went up by Rs ! 
913 crores, or by about the; 
same magnitude as m 1973-74,^ 
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external debt increased by 
Rs 550 crores, in contrast to 
a fall of Rs 1,255 crores in 
the previous year. Public debt 
as a proportion of national 
income receded from 34.4 
per cent in 1973-74 to 30.1 
per cent in 1974-75. The out¬ 
standing debt liabilities of 
state governments as the at 
end of March 1975 were 
higher by Rs 1,100 crores at 
Rs 12,718 crores, against an 
increase of- Rs J ,046 crores 
in 1973-74. The debt lia¬ 
bilities arc expected to rise 
further by Rs 1,028 crores 
to Rs 13,746 crores in the 
current year. These increases, 
however, did not adversely 
effect the ratio of states* debt 
liabilities to national income 
(at current prices); the ratio, 
in fact, declined from 23.6 
percent in 1973-74 to 20.7 
per cent during 1974-75 due 
mainly to the relatively higher 
rate of growth in national 
income in money terms. 

Capital Market and Finance 

New issues: During the 
year 1974-75, the capital 
market was in a state of ncar- 
depression brought about 
mainly by restrictions im¬ 
posed on dividend and bonus 
shares and by the lowering up 
of short-term rates of interest. 
The new issue market was 
at a low ebb; this was reflected 
in the fall in the amounts of 
capital consents (excluding 
loans and bonus issues) and 
capital issued by 5.6 per cent 
and 22.4 per cent, respectively. 

The number of new issues 
(equity shares, preference 
shares and debentures) during 
the calendar year 1974 was 
173, against 194 in 1973, the 
amount raised being Rs 56.5 
crores, against Rs 72.8 crores, 
However the total capital 


raised T>y both the public and 
private limited companies 
showed an increase, albeit by 
a marginal 2.3 per cent. The 
total funds mobilised by the 
government and semi¬ 
government institutions from 
the capital market, on the 
other hand, rose from Rs 1,082 
crores in 1973-74 to Rs 1,423 
crores in 1974-75 i.c. by 31.5 
per cent. 

Signs of Pick-up 

With the brightening up 
of prospects lor industrial 
and agricultural growth 
in 1975-76, and with the 
government taking various 
measures to promote produc¬ 
tion and investment, the 
new issue activity showed 
signs of pick-up in the first 
half of 1975. While the total 
amount of capital consents 
(excluding loans and bonus 
issues) went up by 95.5 per 
cent over that recorded quan¬ 
tum during the second half 
of 1974, the total amount of 
new capital issued also showed 
a significant rise of 71.4 per 
cent in the first half of 1975 
over the level of the second of 
1974. 

Term finance: The total dis¬ 
bursements of assistance by 
all the term-lending institu¬ 
tions during 1974-75 recor¬ 
ded a rise of Rs 91 crores. 
The rise was accounted for 
mainly by rupee loans which 
increased by ks 87 crores. 
Institution-wise, the 1DB1 
and SFCs were mainly res¬ 
ponsible for the increase in 
the aggregate disbursement 
accounting for rises of Rs 
49.2 crores and Rs 25.8 
crores, respectively. 

Exports and imports: A 

conspicuous feature of India's 
foreign trade in 1974-75 was 
the sharp rise in both exports 


and imports: this again was 
primarily a reflection of the 
impact of the world commo¬ 
dity boom. The extent of the 
rise in imports exceeded that 
in exports, with the result 
that India's trade deficit 
deteriorated, the actual deficit 
in 1974-75 (April-March) 
being Rs 1,164 crores, with 
imports at Rs 4,468 crores 
and exports at Rs 3,304 crores, 
as against the deficit of Rs 432 
crores in 1973-74, with im¬ 
ports at Rs 2,955 crores and 
exports at Rs 2,523 crores. 
The enlargement of the size 
of deficit was attributable 
to the deterioration in terms 
of trade. India’s exports no 
doubt benefited from the per¬ 
sistence of the world commo¬ 
dity boom, but, because of a 
sharp rise in the world prices 
of two major imports viz. 
foodgrains and petroleum, the 
aggregate import bill recor¬ 
ded a phenomenal rise. 

High Imports 

The outlook for trade during 
1975-76 is far from encourag¬ 
ing. On the one hand, it 
is not possible to bring about 
a significant reduction in the 
import bill in view of the do¬ 
minance of the two items 
mentioned above in India's 
imports. On the other hand, 
in the wake of persistent reces¬ 
sionary trends in the major 
industrial countries, exports 
arc unlikely to witness the 
same degree of buoyancy as 
in 1974-75. 

Trade policy: The tiade 
policy during 1974-75 con¬ 
tinued to be increasingly ex¬ 
port-oriented with special em¬ 
phasis on maximisation of 
production for exports -and 
encouragement to import sub¬ 
stitution. In the light of 
new developments, suitable 
adjustments were made in 


the various incentive schemes 
in operation. 

Balance of Payments 

External payments: The 
year 1974-75 was the first 
full year which reflected the 
escalation of oil prices which 
become effective at the beginn¬ 
ing of 1974. Despite the signi¬ 
ficant improvement in ex¬ 
port and invisible earnings 
and a larger flow of external 
assistance, the external pay¬ 
ments in 1974-75 were under 
greater strain than in the 
previous year. The transac¬ 
tions put through authorised 
dealers in respect of export 
earnings, private invisible 
receipts and payments for 
imports, invisibles and other 
external payments showed a 
surplus in the financial year 
1974-75: the size of the sur¬ 
plus was larger by 16 per cent 
than in the previous year. 
Further, aid reimbursement 
receipts were also higher by 
over 80 per cent. But these 
gains were more than offset 
by a large rise in government 
payments on imports on acc¬ 
ount of the doubling of pay¬ 
ments for foodgrains and treb¬ 
ling of payments for fertilisers. 

Reserves: The trends in re¬ 
serves do not really reflect the 
size of the deficit. The total 
foreign exchange reserves of 
Rs 969.2 crores as at the end 
of March 1975 showed a rise 
of Rs 22.2 crores over a year 
ago. This increase, however, 
conceals the sizeable drawals 
made on IMF during the year. 
Total drawals during 1974-75 
amounted to R$ 485 crores, 
consisting of gold tranche, 
first credit tranche and 1974 
oil facility drawings. In the 
absence of drawals from IMF, 
reserves would have shown 
a decline of Rs 462 crores over 
the year. 
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isn't it time you were 
seen in one? 


How long have 
you been telling yourself, 
if not everyone else, 
that Gwalior Suiting is 
your sort of Suiting? 

Consider your reasons tor 
holding back. 

Satisfaction with your 
present suitings? 

This feeling might well 
disappear once you wear 
Gwalior Suiting. The cost? 

Most unlikely. We should 
think Gwalior Suiting's 
outstanding value for money 
is legendary, and in its class, 
probably unique. Or do you 
feel somehow that the reality of 
Gwalior can never match the 
impressions you have cherished 
over the years? Rest assured. 

There is nothing like Gwalior Suitiny 
The combination of superb 
finish and excellent designing will live up to 
your highest expectations, and in all probability, 
comfortably exceed them. 

You know you can see yourself in Gwalior Suiting. 
Isn't it time to stop reflecting? 



GM^LIORI 

SUITING! 


Best value for your money 


LOOK FOR THE GWALIOR SUITING MARK WOVEN ON THE SELVEOGES 
WHICH IS YOUR GUARANTEE OF GENUINE FABRICS 

THE GWALIOR RAYON SILK MFG. (WVG.) CO. LTD. BIRLANAGAR - GWALIOR 
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Issues; Dividends. 75-79 

Records and Statistics 
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Towards the point of no return? 

The next step has been frankly stated. Addressing the concluding sitting of the 
plenary session of her party at Kamagata Maru Nagar, Mrs Indira Gandhi declared 
that the task before her followers was to bridge the gap between their parly and the 
people. The plenary session itself had earlier taken the first step, which was to 
bridge the gap between the party and the government. This it did by adopting two 
extraordinary resolutions. One called for the continuation of the emergency and 
the other recommended the extension of the life of the present parliament by one 
year and the postponement of the general election by the same period. We should 
have thought that the emergency was an issue about which decisions could betaken 
only by the government, which alone enjoys the constitutional authority for deciding 
the matter. After all, the emergency is supposed lo have been imposed for reasons 
of internal security and national integrity. Surely, only the government can be in 
full possession of the facts which, in its view, would justify the continuation of the 
emergency. These facts, dearly, must be state secrets of the gravest order. There 
can therefore be no question of Mrs Gandhi having shared knowledge of them with 
the rank-and-file or even her chief subordinates in her party. In the circumstances 
it is difficult lo see what jurisdiction the party had in pronouncing a view on the 
need for the continuation of the emergency. This highly unusual involvement by a 
political party in the affairs of state which properly belong to the domain of govern¬ 
ment, makes meaning only in terms of a determination on the part of the ruling 
party to obliterate all distinction between itself and the government of the country. 

The resolution recommending the postponement of the general election and the 
extension of the life of the present parliament is an even more outrageous invasion of 
constitutional propriety by a political party which, after all, is still only one among 
the many political parties in our country. As it happens, this political party holds 
the dominant position in the present parliament. It follows that it has a vested inte¬ 
rest in preserving the status quo as long as possible. This implication alone should, 
indecency, have deterred the ruling party from sponsoring the postponement of the 
general election. Moreover, in the last six months, the party in power, by using the 
resources and instruments of government, has subverted or changed beyond recogni¬ 
tion many of the basic concepts of our sovereign republican polity particularly in 
the aieas of civil liberties and other basic rights of the citizen. 

Indeed, a situation has been brought about in which the devil's advocates briefed 
by the government have had the obscene audacity to stand up and argue before 
courts of law that the citizens of this country have no natural or inherent right to 
life or liberty, let alone the pursuit of happiness. An outrage of this magnitude on 
the democracy of our country has clearly been committed primarily with a view to 
suppressing all political activity, including even those which are legitimatized by our 
constitution and the ordinary laws of our land, on the part of virtually all other 
political parties except the ruling party. Although on paper only certain extremist 
political organizations have been banned, in reality the police power of the state has 
been and is being used to make it impossible for the free functioning of opposition 
parties even when some of these parties are not only represented in parliament and 
in slate legislatures in numbers far from negligible, but arc also powering the ad¬ 
ministration in two states. 

It is significant that Mrs Gandhi has stated it as an accusation that the Jana 
Sangh is dominating the Janata Front government in Gujarat. Assuming that this 
allegation is true, it is difficult to see what is wrong in the Jana Sangh functioning 
in this way when, like other political parties, it had campaigned in an election and 
acquired a position of some influence in the coalition of forces which has succeeded 
in forming the government in Gujarat. It seems to us that what is really involved 
here is a massive intolerance by the ruling parly of all forms of political dissent in 



the nation. This surely confirms the more 
or less formal adherence by the ruling 
party to a totalitarian concept of politics, 
government, state and society. It may 
be that this concept, as is being nurtured 
by the ruling party, is not merely a pale 
imitation of totalitarian concepts which 
had found or are finding expression in 
various political systems abroad. Just as 
the ruling party in our country is evolving 
its own concepts of democracy, it is 
possible that it is also evolving simul¬ 
taneously, and perhaps even as a corol¬ 
lary, its own concepts of totalitarian 
politics. This, however, could only be 
poor consolation for us, for the mere 
stamp of swackshi does not always obli¬ 
terate all sins. 

The plenary session of the Congress, 
just ended, is therefore easily the most 
disturbing development which has oc¬ 
curred since independence threatening 
the democratic destiny of our people. 
The position does not become less dis¬ 
turbing with Mrs Gandhi’s call to her 
followers to work now for the identifica¬ 
tion of the party with the people, that is, 
with the state itself as well as the govern¬ 
ment of the day. It is surely not unfair 
to suggest that a single-party state has 
thus become the far from inarticulate 
major premise of such political thinkers 
or philosophers as the ruling party may 
believe it possesses in its leadership. 
Viewed in this manner, the performance 
of the ruling party at Kama gat a Maru 
Nagar has gravely imperilled the authen¬ 
tic independence of the people of India 
within four weeks in advance of the 
nation’s next Republic Day anniversary. 

This is most unfortunate because 
several measures taken by the govern¬ 
ment over the last eighteen months, 
which are not related organically or 
logically to the emergency, have been 
remarkably successful in arresting the 
deterioration in the economic health of 
the nation and reversing the processes of 
the erosion of national resources or even 
the will tor development. Inflation has 
been effectively checked and this is no 
small achievement in the contemporary 
world. Some order has been restored in 
the chaos in which the intolerable cost of 
living had plunged millions of house¬ 
hold budgets. Lamc-duck industries and 


industries which have been feather-bedded 
or otherwise sheltered over a long period, 
have been forced to re-enter the struggle 
for survival in a market where buyers 
have in some measure been enabled to 
re-assert their right to a fair deal. In ad* 
dition, there has also been a highly 
successful drive, through the voluntary 
disclosure scheme, against black money 
in the economy and economic offences 
generally and the consequent generation 
of a feeling particularly among the busi¬ 
ness and professional communities that 
they cannot continue to prey on the 
community with impunity. These deve¬ 
lopments have certainly done a great 
deal to trim the obesity of the economy 
and condition it for healthy development. 

The prospects here are further bright¬ 
ened by the extremely successful manner 
in which the government has worked to 
instil a realization among all functional 
economic groups in the country that 
discipline and hard work and incomes and 
incentives related to productivity could 
atone bring about that progress with 
stability which is in the common interest 
of all sections of the people. All this 
means that, for the first time in several 
years since this country took to econo¬ 
mic planning, there is a real chance of 
the economy being given its head in 
terms of an adequately motivated and 
truly efficient commitment to the pursuit 
of national wealth and welfare. More is 
the pity that, thanks to the extreme 
greed and selfishness the ruling party is 
exhibiting in its political aggrandizement 
and bid for a monopoly of power in our 
polity, the government is being placed in 
a position where it is basically weakened 
by the disintegration of a consensus 
among our people. 

The credibility of the government 
which has been at a low ebb both at 
home and abroad ever since the middle 
of last year, seems to have reached its 
nadir at present with Mrs Gandhi and 
the lesser lights in her party appealing 
to the alleged threat of subversion to 
bolster their claim to a right to smother 
all political protest or dissent in our 
country. It is curious that Mr Siddhartha 
Shankar Ray should say that the influ¬ 
ence of opposition parties is confined to 
small pockets or negligible territories of 


our land while at the same time Mrs 
Gandhi attempts to scare us with horror 
stories of foreign machinations synchro-' 
nizing with the activities of dark forces 
in our country. She is fond of saying that 
our country is too big and too great to 
be forced down the Chilean way L If she 
honestly believes this, she should surely 
not have had to resort to a Himalayan 
suppression of the civil liberties of our 
common people in order to fight such 
stray or scattered threats to national 
security or national integrity as there 
may be. 

Mrs Gandhi should make up her 
mind. Either her party commands the 
confidence and trust of the people to a 
sufficient extent to be able to govern the 
country with the aid only of the due 
process of law or there is so much politi¬ 
cal opposition to her and her party in 
the nation that either could remain in 
power only by violently interfering with 
the basic structure of our constitution 
even in the case of day-to-day adminis¬ 
tration. On paper or in terms of news¬ 
paper headlines Kamagata Maru Nagar 
has no doubt been a magnificent spect¬ 
acle of temporal pomp and power, but 
all this show and spectacle would only be 
a hollow triumph for Mrs Gandhi and 
her followers if she refuses to face much 
longer the basic philosophical issue of the 
natural and inalienable right of the 
people of this country to life, liberty 
and, emphatically, the pursuit of happi¬ 
ness, unhampered by the sickening 
sophistry of government lawyers and their 
contemptible quibbling about the sove¬ 
reign right of the people to be masters in 
their own homes. 
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Rethinking on 

An unusual situation has arisen in the 
money piarkct even before the asser¬ 
tion of busy season trends and the 
Reserve Bank will have to review the 
>whole situation in order to chalk out a 
new strategy for the coming months. 
With a continuance of procurement opera¬ 
tions on a scale not witnessed in recent 
years and no clear indication of an im¬ 
provement in demand for cotton textiles, 
cement, steel, fertilise! s and other itrnes, 
the banking system is experiencing a 
squeeze for funds which has not been 
witnessed in recent years. The shortage 
of resources is being felt in spite of a re¬ 
cord growth in deposits and full use of 
the refinance facilities provided by the 
central banking institution under various 
heads. 

In the twelve months ended December 
12, 1975, deposits of scheduled commer¬ 
cial bank rose impressively by Rs 1,938 
crores. This rate of increase has not been 
achieved at any time in the history of 
commercial banking and it is now being 
studied in money market circles whether 
member banks will succeed in mobilis¬ 
ing over Rs 2,200 crores in 1976. With a 
big increase in procurement ciedit to Rs 
878.32 crores from Rs 220 19 crores in 
the period under reference, total advances 
increased by Rs 1,632 crores. The expansion 
of non-piod credit by Rs 974 crores 
cannot be considered exceptional as slocks 
of fertilisers, base metals, textiles and 
steel alone might have resulted in an im¬ 
mobilisation of funds to the tune of Rs 250 
crores. The growth in advances to the 
extent of Rs 725 crores for financing nor¬ 
mal activities of industry and trade can¬ 
not be considered exceptional. 

It is true that member banks have had 
to utilise fully refinance facilities pro¬ 
vided by tlie Reserve Bank against pro 
curement credit, the basic quota for re¬ 
finance and the discounting facilities 
under the Bill Market Scheme. With the 
absorption of surplus funds by the central 
government to the floatation of new loans 
lot Rs220.44 crores on December 1, 1975, 
it was to be expected that payments against 
advance tax dues and increase in sugar 


credit planning 

stocks will heighten stringency in the 
money market. 

It was not, however, anticipated 
that the demand for funds in con¬ 
nection with tax payments will be 
so heavy as many industries arc not far¬ 
ing well in 1975-76. But the cumulative 
effects of lax payments, seasonal expan¬ 
sion credit and probably some assistance 
to tax payers under the Voluntary Dis¬ 
closure Scheme have been responsible for 
a big rise in the borrowings of scheduled 
commercial banks during the week ended 
December 1975 to Rs 553.30 crores 
from Rs 357.27 crores in the previous 
week. In the same peuod in 1974, 
borrowings rose sharply, though not to 
the same extent, being Rs 126.54 crores 
to Rs 208.54 crores. 

What is really noteworthy is 
the achievement of a high level 
of borrowing of Rs 553.30 crores 
so early in the 1975-76 busy season (De¬ 
cember 19, 1975) when a peak level of Rs 
472. 72 crores was touched only on March 
29, 1975. With the latest level ot borrow¬ 
ing the basic quota for refinance of Rs 140 
crores and facility for borrowing against 
procurement credit of Rs 353 crores on 
the basis of outstanding advances as on 
December 12, 1975 had been fully utilised. 

If the developments in the last season 
are any guide there will have to be an in¬ 
crease in borrowing from the Reserve 
Bank during the end of March by over 
Rs 250 crores apart from whatever assis¬ 
tance that might be derived, under the 
Bill Market Scheme. The actual ex¬ 
perience, however, might turn out to be 
different even with a faster growth in 
deposits. The procurement of rice and 
coarse cereals may have to be intensified 
in the coming weeks notwithstanding the 
success that has already attended the 
efTorts of Food Corporation and other 
agencies to effect purchases of these 
cereals in different regions. It should be 
possible to procuic easily 5.5 million 
tonnes of rice and half a million tonnes of 
coarse cereals. This will mean an addition 
to purchases from the present levels by 
three million tonnes. As imports of wheat 


are »still being received, judging by the 
details relating to foreign trade in recent 
months, there may be a net addition to 
the buffer stocks by two million tonnes, 
taking the total of procurement credit to 
Rs 1,100 crores by the end of March 1976. 

In the last busy season the net expansion 
of procurement credit was only Rs 120 
crores whereas it will have to be as much 
as Rs 250 crores in the four months end¬ 
ing April 1976. Is it correct, therefore, to 
expect that borrowings of member banks 
will increase to over Rs 1,000 crores by 
the end of March? If the Bill Market 
Scheme is liberally administeicd and the 
outstanding amount is allowed to in¬ 
crease by Rs 200 crores, the peak level of 
borrowing can be restricted to Rs 800 
crores. 

Even this unprecedented level may not 
be reached (the highest Irvel touched so 
far being Rs 472.72 ciorcs on March 
29, 1975) if the Reserve Bank can decide 
on a lowering of cash reserve ratio by 
1 to 3 per cent. This w'ould result in a 
release of funds of Rs 120 crores and 
reduce borrowings to below Rs 700 crores. 

Looking further ahead the procure¬ 
ment operations in respect of rabi crops 
may have a complicating effect in May/ 
July next year. All indications point to 
the possibility of 44 million tonnes of 
foodgiains being harvested in the rabi 
season. With easier availability of coarse 
cereals and rice the pace of proem ement 
of wheat may have to be intensified and 
the quantity requited can be even six 
million tonnes if the yield of the crop 
turns out to be a now recoid. 

The strain on the banking svsum mi 
the first half of 1976 will thus he 
mainly on account of an increase in 
buffer stocks by six million tonnes and 
continuing imports. The government will 
have to decide at this stage whe¬ 
ther it will be advisable to build up buffer 
stocks in excess of 12 million tonnes as 
serious problems of storage will be in¬ 
volved and heavy losses may also be 
sustained due to bad handling and 
poor storage facilities. 

While it will be desirable to avoid ' 
unnecessary strain on the banking sys- ' 
tem witli relaxation of control over move-! 
ment of grains, there will be scope for* 
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reducing bsrrowings of raimbsr banks, in and no alarmist view should be taken of 
the latter half of 1976. Out of the aggre- the bulges in bank credit so long as price 
gate additions to deposits of Rs 2,200 trends remain stable. The increases 
crorcs, the lendable resources after ful- in bank credit have now a different con¬ 
fining statutory obligations, will be Rs notation because they are not due to a 
1,500 crores and it may not be necessary rapacious appetite for building up inven- 
to expand credit for more than Rs 1,000 tories. On the other hand the building 
crores on non-food account even with a up of inventories in the present context 
higher level of activity. By October is due to lack of demand and easier avail- 
next year the level of borrowing can be ability and everything should be done to 
brought down to reasonable limits. There stimulate consumption with larger invest- 
is thus need for a careful appraisal of ment and easier credit. There should also 
the significance of latest developments be a pruning of imports wherever feasible. 

Problems before IRC 


Adwussing a press conference in Calcutta 
on [Jccember 15, Mr A. Ncogy, 
chairman of the Industrial Reconstruc¬ 
tion Corporation of India, said that one 
should not expect the corporation to 
work “miracles" in view of the general 
economic conditions in the country, the 
light credit policy, and the high rates of 
interest charged by the banks. No one, 
of course, wants the corporation to pro¬ 
duce miraculous results but it is only 
reasonable to expect that with its ex¬ 
pertise, and experience over a period of 
nearly five years, it will be able to play 
a more positive role in reviving the sick 
units. The total number of units which 
have been sanctioned assistance by the 
corporation till June 1975 was 92 for 
Rs 2719.00 lakhs. But taking into 
account the cancellations of sanction 
amounting to Rs 106.00 lakhs to nine 
units, the total assistance sanctioned was 
Rs 2811.00 lakhs to 85 units by the close 
of June 1975. Besides direct financial 
assistance, the corporation also arran¬ 
ged working capital from banks for the 
reconstruction programmes of the units 
which amounted to Rs 3400 lakhs. 

The annual report of the corporation 
for 1974-75 reveals a wide gap between 
the assistance sanctioned and disbursed. 
Since its inception upto June 30, 1975, 
while the effective sanctions amounted 
to Rs 2811.00 lakhs the disbursement 
was Rs 2099.99 lakhs. The gap w:*s 
particularly large in respect of assistance 
for expansion, renovation, balancing 
cqu : pmcnt and diversification. The 
amount sanctioned for these purposes 
was Rs 713.93 lakhs but the disburse¬ 


ment was only Rs 329.22 lakhs. The 
corporation should see to it that while it 
takes every care to ensure that its assis¬ 
tance is effectively utilised, it does not 
cause delays or difficulties in releasing the 
funds especially when the latter arc re¬ 
quired for expansion, for meeting the 
resource gap, for repayment of pressing 
liabilities or for other essential needs. 

The units assisted by the corporation 
cover a wide range of industries including 
food manufacturing, textiles, paper, 
rubber products, chemicals and phar¬ 
maceuticals, metal products, manufacture 
of machinery and transport equipment. 
The report says that the contribution of 
the industrial concerns assisted by the 
corporation to the national industrial out¬ 
put during 1974-75 was valued at Rs 
110 crorcs reported by 61 units as com¬ 
pared to Rs 72.84 crores by 49 units in 
the previous year. Of the 61 reporting 
units, 29 had been closed and were 
revived with the corporation's assistance. 
But the utilisation of capacity achieved 
was lower than the expected level. Many 
of the assisted units suffered from the 
Jack of demand. It is significant to note 
that units in this category also included 
four wagon-building firms which had to 
face difficulties due to the uneconomic 
prices offered against old orders. 

The corporation’s report makes the 
following pertinent observations: “Jn 
general, the operation of most of the units 
during 1974-75 suffered from lack of 
orders and falling market demand for 
their products. Even the existing mar¬ 
ket prospects for their products could 
not be fully availed of due to the poor 


sustaining capacities of the assisted units 
in allowing longer credit periods or higher 
discount rates. As a result, in the case" 
of many of the assisted units accumulation 
of stock of finished goods reached un¬ 
economic levels. A meagre margin 
that the assisted units could lool^ forward 
was further strained because of higher 
excise duty on several products intro¬ 
duced in 1974*75 central budget. There 
was some improvement in the supply of 
raw materials in the latter half of 1974-75 
but their prices were high and with the 
continuing credit and liquidity constraints 
that the assisted units suffered from the 
desired level of activity could not be attai¬ 
ned by majority of the units". 

It is clear from the above remarks that 
the corporation cannot effectively per¬ 
form its role of reconstruction unless the 
government’s policies in regard to credit 
and taxation become more rational and 
realistic. 

The report of the corporation points 
out that during 1974-75 greater attention 
was given to lollow-up action. It says: 
‘The corporation's reconstruction efforts 
include rendering of active assistance to 
the units in various other directions 
which embrace practically all spheres 
of activities of corporate management 
viz managerial, technical, financial, 
marketing etc. It further involves prac¬ 
tically spontaneous follow-up assistance 
as soon as a deficiency in a particular 
vital field is noticed or when special 
assistance of the corporation is needed, 
say, lor contracting of a remunerative 
order or for their proper execution. All 
these involve serious strain on the corpo¬ 
ration's experience and man-power 
resources". 

The report docs not explain what steps 
are being taken by the corporation to 
equip itself with adequate number of 
the right type of personnel. It seems that 
one of the reasons for its inability to 
attract the proper kind of talent is due 
to the fact that it is not able to provide 
security of service. The government 
of India should sec to it that the corpora¬ 
tion is able to find not only adequate 
financial resources but also personnel 
who arc well qualified to handle problems 
of industrial reconstruction. The cor¬ 
poration's activities continue to be con- 
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fined mainly to West Bengal though the 
need for its assistance is felt in several 
other states. Of the 67 units for which 
'effective assistance had been sanc¬ 
tioned as on June 30, 1975, as many 
as 58 units were in West Bengal. 
As the corporation has now completed 


1 The JRANO-Hind Shipping Company has 
given a good account of its working within 
the first half-year of its life. In the finan¬ 
cial year ending on December 31, 1975 
it earned a gross profit of 38.8 per cent 
and net profit of 22.2 per cent on its 
equity capital of one million dollars. At 
a time when many of the leading shipping 
companies of the world are reporting 
losses due to large unutilised capacity, 
it is indeed welcome news from a newly- 
born shipping company. 

The company opened its office at 
Tehran in April last year. It could 
start liner service from east coast of 
India to the Persian Gulf area 
only in July, 1975. Since the company 
would lake some time to acquire its own 
vessels it rightly decided to charter ships 
(mainly belonging to the Shipping Cor¬ 
poration of India) for running its liner 
service. At present it has a monthly 
service to Iran from Calcutta, touching 
Bangladesh and Sri Lanka ports as well. 
It also carries every month from 20,000 
to 30,000 tonnes of cement from our 
country to Iran. 

The establishment of this company 
was no doubt a modest beginning for 
promoting economic cooperation between 
, India and Iran. In fact, it started a new 
Irend for our country in the setting up of 
joint ventures abroad by agreeing to 51 
per cent Iranian equity capital and 49 per 
cent Indian equity capital. What needed 
to be underlined was that the government 
of Iran exhibited confidence in Indian 
management for running a shipping 
company jointly with its own representa¬ 
tives. There are six directors of the 
company, equally divided between natio¬ 
nals of the two countries. The posts of 
chairman and managing director arc to be 
rotated at two-yearly intervals; in the 
first instance, the chairman is Mr R. 


nearly five years of its existence, it should 
be able to extend its assistance to other 
states as well. Meanwhile, the govern¬ 
ment of India should create such condi¬ 
tions as will enable industrial units all over 
the country to function on healthy 
lines. 


Shayegan, the Iranian minister for 
Transport and Roads while the managing 
Director is an Indian, Mr P.C. Shukla. 

At a press conference in the capital 
recently, Mr Shukla stressed the identity 
of approach which had inspired both the 
countries for setting up the new venture. 
He said that the bonds of friendship 
would be strengthened by the establish¬ 
ment of direct shipping link. He also 
said that the company had availed of the 
manpower resources of both the countries. 
Our conntry had extended to the Iranian 
personnel the training facilities in the 
various fields associated with shipping. 
Nine Iranian cadets are already under¬ 
going training in t.s. “Rajcndra”, the 
Merchant Navy Cadet Training Ship of 
India. Tin Shipping Corporation of 
India is also planning to set up another 
training establishment at Bombay where 
Iranian personnel are proposed to be 
trained in various disciplines associated 
with shipping. 

The Irano-Hind Shipping Company 
won appreciation from the Iranian’autho- 
rities during the brief period it has been 
working there. Recognition of the 
merited services came recently when the 
government of Iran appointed one of the 
managers of this company as a port 
director at Bandar Shahpour to assist 
Mr R. Shayegan, chairman of Irano-Hind 
Shipping Company who, as stated above, 
is also the minister-incharge of Transport 
and Roads. Congestion at ports needs 
specialised knowledge and we have the 
experts who can handle these delicate 
tasks. 

Besides the prescribed area of its 
operations, the company has decided to 
enter the trade from Japan to Iran and 
for this purpose it has already applied for 
membership of the Japan —Persian Gulf 
Conference. It may be stated here that 

H 


the Arya National Shipping Lines, the 
Irapian shipping company, is already 
a member of the Japan—Persian Gulf 
Conference but it is entitled to provide 
only 42 sailings out of 360 sailings by the 
Conference in a year. Mr Shukla said 
that the application of the Irano-Hind 
Shipping Company for participation in 
the legitimate share of Iran’s national 
cargo would be viewed sympathetically by 
the Conference and that its membership 
would also be accepted. 

Since 1974 Iran has embarked upon a 
gigantic programme of economic expan¬ 
sion and it has placed orders for the 
import of machinery and equipment from 
many countries of the world. The pace 
of economic activity in Iran during the 
past two years has been hastened at 
breath-taking speed and industrial 
raw materials construction materials 
and machines are constantly flowing 
into Iran both by sea and air. As 
the Irano-Hind Shipping C ompany has a 
majority capital participation by Iran, to 
all intents and purposes it is Iranian 
company wherein wc arc minority part¬ 
ners. However, through this company 
we are likely to prove to Iranian com¬ 
panies our competence in various fields 
which, in turn, would lead to increased 
trade and cooperation between the two 
countries. 

The successful operation of the Irano- 
Hind Shipping Company should make us 
go ahead with similar working arrange¬ 
ments with other Gulf countries which 
have in the past two years received large 
amounts of pctro-dollars by selling crude 
oil at enhanced price*. Libya, Kuwait 
and Abu Dhabi should also be interested 
in joining hands with us in working out 
similar arrangements and this]will go a 
long way in increasing the flow of trade 
between India and these countries. Even 
though in the case of Fran, wc have 
agreed to be a minority shareholder, an 
effort should be made to acquire part¬ 
nerships in these countries on 50:50 
basis. In the case of shipping particular¬ 
ly, the equity base may not be very large. 
In fact, successful shipping companies 
all over the world are known to own 
vessels valued at 100 times the equity 
base, besides the support from the 
charter liners. 


A new trend 


EASTERN ECONOMIST 


JANUARY 9, 197$ 



Capital s Corridors 

R. C. Ummat 

Woes of arc furnaces • Presidents' address to 
Parliament • India and the EEC 


The current state of affairs in the mini 
steei sector is a clear illustration of how 
ad hoc remedies to alleviate shortages 
can land new entrepreneurs, who do 
not have facilities at their disposal to 
assess the market trends on their own, in 
deep waters. Faced with a serious 
shortage of steel about three years ago, 
when the working of lhe integrated steel¬ 
works left much to be desired and imports 
were not only becoming difficult owing 
to foreign exchange stringency but also 
more expensive because of the commo¬ 
dity boom in the world trade, the 
government of India decided to encour¬ 
age the establishment of mini plants to 
convert scrap into mild steel. The low 
investment required for setting up Lhese 
plants and the premium such categories 
of steei as bars and rods enjoyed over 
the official prices of the integrated steel¬ 
works attracted many a new entrepre¬ 
neurs to this field of activity. In them 
were included even several state indus¬ 
trial development corporations. The 
result has been that the capacity to pro¬ 
duce liquid metal in the mini steel sector 
has grown phenomenally in this period 
to account for slightly more than three 
million tonnes. 

total capacity 

Taking the electric arc furnace industry 
as a whole—including the units making 
alloy and special steels as well steel cast¬ 
ings—the total capacity of the industry 
currently approximates four million 
tonnes, spread over 182 units, of which 
128 units account for the mild steel 
capacity (30,78,200 tonnes),eight units for 
alloy and special steels (3,69,100 tonnes) 
and 55 units for steel castings (5,25,220 
tonnes). The total capacity of the 
industry at the turn of the current decade 
was noi more than one-third of the pre¬ 
sent capacity. Of the units in existence, 
39 have been completed only recently; 
they have yet to go into production. The 
licensed capacity for the industry is said 
to be 50,40,570 tonnes--40,03,400 tonnes 
in the mild steel sector, 5,16,300 tonnes 
in the alloy and special steels sector and 
5,23,870 tonnes for castings. As many 
as 61 licensees have yet to establish their 
licensed capacities—majority of them for 


the production of mild steel. Since the 
total output of liquid metal by electric 
arc furnaces this year is now estimated 
not to exceed a million tonnes— 
earlier it was expected to go up to 1.3 
million tonnes from a million tonnes last 
year, 1.2 million tonnes in 1973-74 and 
1.12 million tonnes in 1972-73—the uti¬ 
lisation of the capacity will not be more 
than 25 per cent. During the nine 
months to December, the output, in 
fact, has been just around 0.7 million 
tonnes. 

under-utilisation 

The reasons for this gross undcr-utili- 
sation of the capacity of the electric arc 
furnaces are not far to seek. Power 
shortage affected production very con¬ 
siderably in the first half of 1974. Sub¬ 
sequently the factors inhibiting pro¬ 
duction, however, have had their genesis 
primarily in the near-stagnation in in¬ 
dustrial growth till lately and such 
government decisions as deliberate 
slowing down of public works pro¬ 
grammes, banning of construction of 
multi-storeyed buildings, stoppage of 
loans for housing, increasing of bank 
rate to tighten credit facilities, etc. In¬ 
creased production at the integrated steel 
plants—though welcome otherwise- — 
too has adversely affected the mini steel 
sector. The position has aggravated 
owing to the marked increases in the 
prices of the inputs of the industry—200 
per cent escalation in the price of graphite 
electrodes, 120 per cent in the power 
tariff, 200 per cent in the price of fuel 
oil, 73 per cent in the cost of refractories 
and 65 per cent in the price of average 
scrap-mix, compared to the 1971-72 
levels. The prices of ingots manu¬ 
factured by the mini plants, on the other 
hand, are said to have plummelted dur¬ 
ing the last six months from Rs 1,900 to 
just around Rs 1,100. 

It may be argued that the industry 
which grew fast under the impulse of 
enjoying the benefits of scarcities, should 
be asked to fend for itself in the present 
circumstances, when the supply posi¬ 
tion has cased considerably. That, in¬ 
deed, should be the case in a competitive 
economy. But in a planned economy 
such as ours, this cannot be the case. 


Further, the public financial institutions 
have a significant stake in the mini plants. 
The deliberate policy followed by the 
government of encouraging the establish¬ 
ment of these plants during the last three' 
years too entails responsibility on it to 
help them , at least to a reasonable ex¬ 
tent, out of the current difficulties when, 
again due to the policy of not favouring 
lay-offs or closures, the plants cannot 
decelerate or stop operations. From 
the long-term point of view as well, the 
extinction of the mini plants does not 
seem desirable as even in the advanced 
countries of the west, they serve a very 
useful purpose and account for not 
inconsiderable production of steel. In 
our country, dispersal of industry and 
utilisation of smaller iron oie resources, 
through making spring iron, arc the 
other reasons for the continuation of the 
mini steel sector. 

The government, indeed, is not obli¬ 
vious of all this. In fact, it has already 
taken some steps to alleviate the distiess 
of the mini plants. The.^e include: (i) 
reduction in excise duty on the steel pro¬ 
duced by electric arc furnaces by Rs 150 
per tonne; (.ii) relaxation of the curbs on 
building activity (iii) association of mini 
plants with the steel exports efforts; 
and (iv) commissioning of the two lead¬ 
ing consultancy organisations Dastur 
and Company and Mccon—to under¬ 
take an indepth study of the mini steel 
sector so that its production pattern can 
be diversified through conversion of at 
least part of the available capacity into 
special steels making capacity. The 
two consultants have been asked* to sub¬ 
mit their reports in about four months 
in the light of which the plans for assist¬ 
ing conversion are to be drawn up. 

slow conversion 

The conversion of the mild steel pro¬ 
ducing mini plants into special steels 
manufacturing units, apparently, will 
take time. Further, not all the mini 
plants can be thus converted. In 
view of the improved supply position 
of special steels also, thanks to the recent 
increase in the capacity in this lire of 
manufacture, the conversion process 
can be expected to be only slow in the 
coming years. This implies that for 
quite some time, greater reliance will 
have to be placed on stimulating de¬ 
mand for the products of the mini plants. 

The recent withdrawal of icbates on 
the prices of their bars and rods by the 
integrated steelworks coupled with the 
reduction in the excise duty on the pro¬ 
ducts of mini plants should make the .latter 
competitive with the former, but there 
appears to be a case for rationalising the 
production patterns of the integrated, 
plants, so as to obviate a glut in the 
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market. In fact, what is urgently called 
for is a dovetailing of the production 
programmes of the integrated and the 
mini plants so that optimum results can 
be obtained from the two sectors. The 
farming out of some export orders to the 
mini plants, which is said to have already 
been started by the Steel Authority of 
India is a step in the right direction. 

The recent relaxation of the cuibs on 
building activity, which is designed to 
stimulate the domestic demand foi 
bars and rods, however, has been only 
half-hearted. The building activity 
has been at a low ebb in the last two 
years not only because of such fac¬ 
tors as stoppage of loans to govern¬ 
ment servants for construction of hou¬ 
ses, the deferrment of the housing plans 
of most of the public sector enterprises, 
the slowing down of the plans to augment 
government offices’ accommodation, 
etc., but also due to the dearer money 
policy following the stepping up ol the 
bank rate by two per cent in July, 1974. 
A lowering of the bank rate is warranted 
not only to give a push to the economy 
in general but also to stimulate private 
house-building activity, especially that 
which is financed by the Life Insurance 
Corporation. 

The electric arc furnaces industry, of 
course, too has to gear itself more and 
more to the production of quality steel, 
whether it is mild, special or alloy steel. 
Unless it produces quality steel, it cannot 
hope to sell its products in a buyers' 
market -domestically as well as abroad. 

* * 

Addressing the joint session of the two 
Houses of Parliament, which began their 
delayed winter session on Monday, the 
President, Mr Fakhruddin Ali Ahmed, 
revealed that the government intended 
to remove controls on industry which 
were no .onger relevant so that produc¬ 
tion in the priority sectors could be in¬ 
creased and entrepreneurial base wide¬ 
ned. The iemoval of controls, he added 
however, would be done within the over¬ 
all objective of curbing the concentra¬ 
tion of economic power. 

The President underlined the need for 
stepping up exports, apparently in view 
of the huge deficit in our external trade 
balance during the first seven months 
of the current financial year. With 
imports going up during this period by 
as much as 31.4 per cent from Rs 2,026 
crores during April-October, 1974, to 
Rs 2,952 crores -the deficit in our ex¬ 
ternal trade has grown to as high a figure 
as Rs 936 crores, notwithstanding nearly 
15.2 percent growth in our exports - 
liomRs 1,750 crores to Rs 2,016 crores. 
The deficit in trade during April-Octo- 
ber, 1974, was just of the order of Rs 275 


crores. This year's huge deficit follows 
I he startling gap in our exports and im¬ 
ports last year which was ol* the order 
of Rs 1,164 crores—exports last year 
aggregated to Rs 3,304.1 crores but 
imports jumped up to Rs 4.468. I crores 
A review of the policies and procedures 
in the export field, Mr Ahmed revealed, 
had been already undertaken so as to 
remove constraints and obstructions. 
Special steps, the President added, would 
be taken with the assistance of state 
governments to increase exports, parti¬ 
cularly of handloom products and handi¬ 
craft. 

financial reforms 

Mr Ahmed also informed the members 
of the two Houses that a comprehen¬ 
sive scheme of reform of financial ad¬ 
ministration of government would be 
put through this year. Under this, the 
maintenance of accounts of the union 
would be departmentalised and separated 
from audit. Rules and pmccduics 
would be simplified and for making I he 
administration at every level result- 
oriented and accountable, methods of 
evaluation and performance would he 
changed. 

The President announced that a bill 
on urban lands would be introduced 
during the current session of Parliament. 
He further stated that new schemes of 
incentives and disincentives were being 
evolved to achieve a birth rate of 30 
per thousand of the population in the next 
three years. 

Referring to agriculture, Mr Ahmed 
observed that in view of a record crop, 
it was planned to maximise procuiement 
so that agricuturists were not obliged 
to part with their harvests at prices be¬ 
low the procurement prices fixed by the 
government. This, incidentally, would 
help in the government building up a 
sufficient stock for meeting any unfore¬ 
seen eventuality. 

The President also indicated that 
Plan allocations for the various sectors 
of the economy were proposed to be in¬ 
creased next year with emphasis on the 
priority sectors. The aim was to speed 
up growth. Simultaneously, steps were 
being thought of for ensuring moderni- 
sat on of indus ries like textiles and sugar, 
which were engaged in the production 
of mass consumption goods and had been 
suffering from obsolescence and slick¬ 
ness. 

Referring to the government's plan to 
extend irrigation to five million hectares 
by 1979, Mr Ahmed said that the govern¬ 
ment would set up a national water 
resources council with adequate power 
for preparing master programmes for 
the proper development and exploita¬ 


tion of river basins. It would also 
intensify its efforts to settle as many inter¬ 
state river water disputes as possible. 

The President expressed satisfaction 
at the containment of inflation. The 
overall price level, he said, had come 
down by 10 per cent when compared to 
the peak level registered in September, 
1974. The fall in the prices of food arti¬ 
cles, he added, had been nearly 20 per 
cent. Mr Ahmed also expressed gratifi¬ 
cation at the increase in production in 
such sectors as coal, power and inter¬ 
mediate products like steel and cement. 

The declaration of emergency on June 
25, the 20-point economic programme 
launched on July, I and the steps Liken 
to tone up efficiency in all spheres of 
national life, the President said, had had 
a dramatic effect on the health of the 
nation. Diffidence and apathy had given 
place to confidence. The 20-point eco¬ 
nomic programme, Mr Ahmed announ¬ 
ced would continue to be implemented 
with zeal. Tic invited the full coopera¬ 
tion of the people for this programme. ■ 
which according to him, was peoples' | 
programme and could not be implemen- ’ 
ted by official agencies alone. 

The President appealed to the opposi¬ 
tion that it should follow the path of dis¬ 
cussion to bring about changes. The 
government, he assured, would welcome j 
suggestions for reform from whichevei 
quarter they came. t 

* * , 

The government has sought preferen¬ 
tial treatment for our exports to the 
European Economic Community on the , 
lines provided by the EEC to the mem¬ 
bers of the Lome Convention (com tries , 
in Africa, the Caribbean and the Pacific), i 
Britain, which joined the EEC recently, ; 
is understood to have promised help ; 
in attanining this objective. 

An Indo-British Joint Committee on - 
Economic Cooperation and Trade is ’ 
envisaged to be formed soon. An under¬ 
standing in this regard is expected to be : 
reached during the current visit to India J 
ol Mr Peter Shore, the British Secretary 
of State for Trade. ) 

The joint committee would not only ■ 
take up bilateral issues of trade aid 
collaboration but also such multilateral 
issues as the energy crisis and the inter- .■ 
national trade in law materials which 
are of particular significance to count! its 
like ours. ; 

The prospects of importing of iron * 
ore by Britain from India arc jiropo>ed ■ 
to be explored in the near future: so i 
also the possibilities of the British firms 5 
giving to Indian entrepreneurs sub¬ 
contracts for work in respect of projects . 
to be taken up by them in west Asia. j 
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POINT OF VIEW 

Tandon committee report 

J. H. Doshi and finance for industry 


The study group to frame guidelines for 
follow-up of bank credit, generally des¬ 
cribed as the Tandon study group, was 
set up by the Reserve Bank of India 
(RED in the wake of the inflationary con¬ 
ditions which prevailed in 1973 and the 
first half of 1974after the oil crisis. The 
Reserve Bank was concerrcd about the 
steep increase in prices and wanted to 
take measures which would reduce the 
total demand through curbs on bank 
credit. RBI thought that this was 
one of the elements which, if adequately 
controlled, could probably lead to a 
.stabilisation of the price level, at least of 
industrial raw materials, which were sub¬ 
ject to extremely high price rise. 

freeze of cash credit 

All nationalised banks were asked by 
the Reserve Bank of India to freeze all 
cash credits at a level on a particular 
day. This was a sudden step taken on an 
ad hoc basis. Obviously, some parties 
were hit very hard and complaints were 
lodged against such an indiscriminate 
measure. It was therefore thought 
necessary to lay down certain norms for 
controlling cash credit and a study 
group was appointed under the chair¬ 
manship of Mr Prakash Tandon, then the 
chairman of Punjab National Bank. 
From the terms of reference, the study 
group had before it the following 
tasks: 

—What constitutes working capital 
requirements of industry which banks 
should finance and what is the end-use 
of credit? 

—How is the quantum of bank advance 
to be deter mi red? 

—Can norms be evolved for build-up 
of current assets and for debt-equity ratio 
to ensure minimal dependence on bank 
finance? 

—Can the current manner and style 
oflending be improved? 

—Can an adequate planning, assess¬ 
ment and information system be evol¬ 
ved, to ensure a disciplined flow of credit 
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to meet genuine production needs and 
its proper supervision? 

The main task affecting business and 
industry immediately was laying down 
of guidelines for holding inventories in¬ 
cluding raw materials, work in progress 
and finished goods. A related question 
was how much of the total finance should 
be provided by the banking system and 
how much should be financed from the 
owned funds of the industry. As is 
well known, the banks finance only a part 
of the working capital required by in¬ 
dustry and trade. The group was there¬ 
fore asked to make suggestions as to the 
extent to which the current assets, i.e. 
assets which are of short-term character, 
should be normally financed by banks. 
Inventory norms and capital structure 
were thus the two basic aspects on which 
the study group was required to make 
recommendations. 

interim report 

The study group submitted its interim 
report quickly, before March 1974, to 
serve as a broad outline as well as to seek 
the reaction of all concerned to the work¬ 
ing of these guidelines. The guidelines 
were set in the interim report for only 
nine industries. It created a lot of con¬ 
troversy and the study group went round 
the country visiting various organisations 
and industries and submitted a final re¬ 
port in August 1975. In the final report, 
they have touched upon 15 industries in 
place of nine in the interim report. For 
other industries, they said that the banks 
should use their own discretion more or 
less on the guidelines laid down for the 15 
industries. They have not been able to 
suggest norms for the heavy engineering 
industry as it has certain special chara¬ 
cteristics. 

By the time the Tandon study group 
report was submitted and a directive 
issued to the scheduled commercial 
banks by the Reserve Bank of India 
advising them to implement most of the 
recommendations of the study group, the 
economic situation in the country had 
completely changed. Whilst the country 
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was passing through a serious inflationary 
situation, towards the end of 1973 when 
the Tandon study group was appointed, 
the economy had already entered a serious 
stage of recession when the report was 
submitted in August 1975. It appears 
that this committee has not taken any 
notice of this change in the economic 
situation, perhaps believing that the guide¬ 
lines and the norms which they have 
suggested hold good for all conditions. 
One cannot agree with this assumption. 

Keynesian theory 

It is well known that the Keynesian 
theory is still followed in the absence of 
any alternative theory evolved and proved 
successful, in spite of opposition from 
several American economists who call 
it “the old religion” and completely dis¬ 
agree with the steps suggested by Keynes. 
According to this theory in times of in¬ 
flation all governments follow a rule of 
credit squeeze and dear money policy 
through fiscal and monetary measures. 
At the same time when there is a reces¬ 
sion, the conditions have to be reversed 
and credit has to be relaxed and money 
should be made relatively cheaper. Any 
study that docs not take these factors 
into consideration and lays down certain 
norms for all conditions can only do 
serious damage to the economy of a coun¬ 
try. In my opinion this is what the 
Tandon study group report would -esult 
in, if fully implemented. Industry has been 
faced with a severe fall in demand and 
at the same time, government has advised 
it not to cut down production or to lay 
off workers. As such, production levels 
have more or less been kept up, the ex¬ 
cess supply being held as stocks. The 
report has therefore created consider¬ 
able controversy immediately after it was 
sought to be implemented. 

Let me make it clear that this contro¬ 
versy is not so much about the basic idea 
of financial discipline, which is the over¬ 
all guiding principle adopted by the study 
group, but about the methods by which 
financial discipline is sought to be enfor¬ 
ced. Also the timing of the implemen¬ 
tation of the recommendations is not 
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Century Rayon 

An example of social 
responsibility 


Centuiy Rayw.i sen rn example to ether large 
corporations by its policy of synthesising 
xarviro to the community, fulfilment of ita 
obligations to the employees, the customers 
and the shareholders. And yet, ycu will be 
surprised, it is making the highest contribution 
to the national exchequer by way of tax 
payments as well as foreign exchange savings 
and earnings 

In spite of runaway inflation in the cost of raw 
materials end other inputs such as labour, 
spares, fusl and water. Century Rayon seta 
another example by holding the priceline for 
Its products. 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, the secret lies 
in its professional management. 
Maximum decentralisation and 
delegation of authority and 
responsibility, has built an outstanding 
team of managers end workers, with 
a completely autonomous decision 
making process in each of its segments. 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES: 

Century Rayon believes in supporting 
a number of small entrepreneurs. 
Rightly so And it has become a 
benign big broiher to a number of 
auxiliary and ancillary industries. It is 
helping them in three segments, viz, a) 
the small scale suppliers; b) the small 
processors who use Century's bye- 
products and waste products, c) 
s large nation - wide community of 
small weavers dependent on Cenrury's 
supply of yarn Century Rayon is 
helping them in marketing. 

THE NATIONAL EXCHEQUER: 
How much do you think Century 
Ravon is paying by way of Taxea 7 
To the tune of Rs. 8 crores in excise 
duty and other levies, over and above 
the income tax paid by the parent 
company, Century Spinning b * 

Manufacturing Co Ltd. to the extent 
of Rs 7 crores per year. 

EXPORTS: 

Why is it that the Century Rayon 
Tyrecord is equal to the world s best? 
The testimony is constantly rising 
exports to sophisticated international 
markets. Tho total foreign exchange 
earning including Ravon Fabrics b 
Chemicals so far exceeds Rs. 5 crores. 

EMPLOYEE WELFARE: 



Century's workers are happy because 
of one of the finest housing colonies 
provided to them, along with a dub 
house, a cooperative bazar and a credit 


society. They enjoy the best 
educations! facilities for their children, 
consisting of primary and secondary 
schools and s college for Arts, 

Science snd Commerce. Its medical 
cars is unique, with a full fledged 
BO bed hospital, end free medicine. 


COMMUNITY SERVICE. 



Recreation, too. is dear to its heart 
Vast playgrounds, beautiful swimming 
pools and gardens, a large library, its 
own network of roads end water 
works end, to top it all. one ol the 
finest temples in s sublime atmosphere- 
all these amenities constantly growing 
in size end quality. 



Century Rayon encourages sports 
both for the amateur and th9 seasoned 
sportsman Century's sports teams 
have been winning many a laurel 
on the playgrounds. 

CREATING EMPLOYMENTi 
In today's context. Century Rayon's 
contribution is significant, by 
providing employment to over 6.000 
workers directly, and supporting an 
entire township dependent on it. 

INDUSTRIAL RELATIONS: 

What would you say (or a record ol 
more lhan sixteen years of 
uninterrupted production, without 
losing a single manhour due to strike 
or strife 7 Relations with the employees 
are exemplary because ol e direct, 
frank and honest rapport with them 
across the table, without externa! 
intervention. 





In times of calamities like 
earthquakes, wars, droughts and 
floods. Century Rayon has sprung to 
the call of duty voluntarily extending 
not only financial help but also 
providing volunteers and other relief 
measures 

RESEARCH AND DEVELOPMENT. 



Well eauipped laboratories and a ream 
of dedicated sciar.’ists. and technicians 
ensure tho posrtion ol leadership for 
Century Rayon—be it the finest rayon 
filament yarn or (he toughest, 
improved rayon tyro cord. 

CAUSTIC SODA 

To meet the needs of genuine users in 
the present acute shortage conditions. 
Century Chemicals is following a 
policy of supplying the entire 
production to Actual U&er$ on the 
basis of past offtake, at fair prices. 



CENTURY RAYON 

Industry House 

159. Churchgate Reclamation. Bumbay 400020 
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The Indian economy 
is poised for a leap 



Unit Trust announces its latest scheme that 
will help you latch on to its upward curve. 

# CAPITAL 

uniTS 


Never has the country's economy 
boon as set for an upward leap as it ii 
now. And never has the time been 
riper to have a 'vested interest’ 
in its growth. 

With bumper crops following 
timely and bountiful monsoons and 
an internationally-acknowledged 
arrest of inflation, an investment in 
its growth would mean only that. 
Growth. 

When you buy the new Capital 
Units, your funds go into the shares 
of highly growth-oriented companies. 


They are professionally managed 
by our experts. 

The economy expands, these 
companies grow and your investment 
will also grow. 

Besides, you get dividends and 
special tax exemptions. 

We are quite confident that 
we con double your investment in five 
years. W'hile at the same time paying 
you a mculmt dividend Ask for our 
folder and npp.’.r, t?tnn loirm for Capital 
Units at any Unit Tiust office. 


UNIT TRUST 
OF INDIA tljSI ) 

Head Office 

45,Veer Nariman Road, Bombay 400 001. 
Branch Offices 


• Engineering Centre, 9, Mathow Road, 
Bombay 400 004. 

• 6. Parliament Street. New Oolhi 110 001. 

• 8, Council House Street. Calcutta 700 001. 


• Reserve Bank Building. Fort Glacis, 

Madras 600 001. 

Sista’s UT-791/75 
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opportune since, as I said, the economic 
condition has completely changed* 

Tt would be too short-sighted, however, 
.to look at the report as a temporary 
expedient to tackle inflation. The 
philosophy of the report has a 
bigger dimension and it is therefore 
necessary that we examine the report, 
from that angle. The report bases 
itself oft two premises: the first about 
norms for inventory holding and the 
second about the capital structure. At 
' times one would wonder whether two 
separate types of control are necessary 
to enforce financial discipline. If the 
banks imposed restrictions in regard to 
inventory holding by industry and trade, 
it would be superfluous to have another 
control on the extent of bank finance in 
the total working capital. This view has 
considerable Validity. In fact, our eco¬ 
nomy and our industry are so much tied 
up in a vast variety of controls that our 
development has suffered because of 
it. The same handicap is seen in the 
recommendations of the Tandon study 
group. 

If norms are stipulated by banks for 
inventory holding, there should be no 
further restrictions about the proportion 
of bank finance in total Working capital; 
or if the banks think that operating on 
the proportion of bank finance in total 
working capital is mors desirable then 
it is superfluous to have any norms in 
regard to inventory holding. But un¬ 
fortunately both the things are sought 
to be implemented. Banks have started 
imposing rigid inventory norms and also 
restructuring capital so that it conforms 
i to the ’recommendations of the study 
group. This is going to have a very 
adverse effect on the pace of industriali¬ 
sation in the country. 

the inventory 

Industry and trade, it is needless to say, 
have to carry a certain amount of inven¬ 
tories in the form of raw materials, work- 
in-progress and finished goods. Efficient 
working of enterprises requires that these 
inventories are at the operationally mini¬ 
mum level. This is one of the goals of 
efficient management because inventory 
holding imposes costs on enterprises by 
way of interest, warehousing expenses, 
loss in storage, etc. Tt should to clear that 
credit is not a grant but a loan. It is a 
loan at a rate of interest which is currently 
at the fabulous level of 16 to 17 per cent. 
Na enterprise would like to use this ex¬ 
pensive resource lavishly or for unproduc¬ 
tive purposes. Therefore, economy in 
inventories becomes a self-imposed 
commercial discipline to which manage¬ 
ment usually conforms. 

But admittedly the level of inventories 
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in our country is high compared to many 
other developed economics. I empha¬ 
sise the word ‘developed' because it ex¬ 
plains why inventory holding in our 
country is high. In well organised socie¬ 
ties or free economy, where there is 
smooth flow of goods, the level of inven¬ 
tories held by industry and trade is quite 
small. It predominantly depends on the 
time required for goods to reach from the 
supplier to the user. For example, in 
Japan or the USA in some industries raw 
materials in stock do not exceed more than 
a few hours' consumption. But one can 
will imagine what the consequences of 
such a cut-down in inventory holding in 
our country would lead to. If one can¬ 
not anticipate when the next wagon load 
will be delivered, if one cannot predict 
when the next import licence will be 
cleared, if one cannot predict when the 
power cut would be imposed in any 
state, it would be a folly to hold stocks at 
such low levels that industry would be 
left with no elbow room and produc¬ 
tion would be interrupted. One cannot 
impose arbitrary norms on the basis of 
what is happening in other countries. 
Unless road blocks in the flow of goods, 
cither administrative or organisational, 
are eliminated industry and trade will be 
compelled to hold more inventories so as 
to maintain continuous production. 

deviation from norms 

This position is recognised by the 
Tandon study group. Tn fact, they 
have themselves indicated various condi¬ 
tions in which deviations from the norms 
will become necessary. lor example, 
normally, cotton textile industry in Bom¬ 
bay is not expected to hold more than 
two months' stocks of cotton, phar¬ 
maceuticals not more than 2$ months' 
requirement of raw materials and so on. 
But the study group has recognised that 
these norms cannot be absolute or rigid. 
Allowance has to be made for flexibility 
in certain circumstances. The study 
group has, in particular, identified situa¬ 
tions lil^e bunched receipt of raw mate¬ 
rials, strikes, lockouts and other un¬ 
avoidable interruptions in the process of 
production, transport delays, accumula¬ 
tion of finished goods due to non-avail¬ 
ability of shipping space for export, build¬ 
up of stocks of finished goods such as 
machinery etc. due to failure on the part 
of purchasers to take delivery and the 
need to cover full or substantial require¬ 
ments of raw materials for specific export 
contract of short duration. 

These deviations would, no doubt, en¬ 
sure industry some degree of flexibility 
which is required in changing conditions. 
Even so, in practice, the banking system 
has not been able to cope with these pjrqb- 

» 


lems. They have taken the guidelines 
as t final and deviations have not at all 
been permitted. The request for devia¬ 
tion from norms would take so much time 
to be processed that even if the request 
was sanctioned the additional credit could 
seldom be used because the situation 
which called for this additional finance 
no longer existed. I am not sure that the 
banks would be able to evolve a quick pro¬ 
cedure for consideration of applications 
for deviation from the norms at very short 
notice. 

committee of direction 

I am aware that the scheduled commer¬ 
cial banks have set up committees of dire¬ 
ction to consider norms on an on-going 
basis. There is also a committee of direc¬ 
tion in the Reserve Bank of India which 
is expected to make a continuous review 
about the norms for different industries. 

J do not know to what extent these commi¬ 
ttees have been successful in bringing the 
norms up to the week-to-week require¬ 
ments. Many of the industries today, as 
I mentioned earlier, are faced with short¬ 
fall in demand and accumulated large 
stocks. But the requisite financial 
accommodation from the banks has not 
been forthcoming. As a result, industry 
has been compelled to get finance from 
outside sources at exorbitantly high rates 
of interest. This has affected cost of 
production and distribution. 

I would go with the study group to the 
extent that broad criteria have to be evol¬ 
ved as to the extent to which industrial 
production needs to be financed by the 
banks. This would give industry a direc¬ 
tion about the availability of funds from 
the banking sector and its responsibility 
to secure funds from other sources. Thcj«e 
criteria could be in terms of a certain 
percentages of production or a certain 
number of months* requirements of inven¬ 
tories. But I do not agree with the'study 
group that this overall limit should be 
further split into sub-limits in respect of 
raw materials including other items used 
in the process of manufacture, stocks in 
process, finished goods and receivables. 
The breaking up of overall limit into these 
sub-limits curbs the freedom of industry 
to adjust itself to changing conditions. 
The imposition of separate sub-limits at 
different stages in the process of produc¬ 
tion and marketing does not fit in with 
the dynamic commercial situations. 

Generally speaking, in an inflationary 
condition industries would have larger 
stocks of raw materials and smaller 
stocks of finished goods. In a deflationary 
situation, on the other hand, industries 
would have smaller stocks of raw 
materials and be forced to hold larger 
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stocks of finished goods. The composi¬ 
tion of inventories undergoes constant 
change from week to week and as such 
stipulating separate norms in all situa¬ 
tions for the *>anie goods at different sta¬ 
ges of manufacture becomes somewhat 
arbitrary. There should thus be only ore 
overall limit for total credit without its 
being broken up into sub-1 ini its for dif¬ 
ferent categories of inventor es. This 
would enhance the business adaptability 
of industry and thus help it to attune 
itself to prevailing conditions, besides 
making it simple for the banks to check 
and the industry to satisfy the banks’ 
requirements. 

Before l leave the subject of norms 1 
would like to say a word about receiv¬ 
ables. I feel that the period allowed for 
receivables must take into account the 
time that is necessary for goods to go from 
industry to the final consumer and the 
money returned to industry. The time 
taken to complete this cycle represents 
the period for which bank finance is 
necessary. Normally, it appears that 
the period required is about three months. 
The study group which has made sugges¬ 
tions m this regard stipulates varying 
periods loi different industries. In the 
case of cotton textiles it is 2J months, 
man-made fibres 1J months, and so 
on. I have heard complaint* from a 
number of industries that the period 
allowed is too short and docs not take 
into account time taken for the circular 
flow of goods and money between in¬ 
dustry and the consumer through whole¬ 
sale and retail trade channels. 

A review of the norms stipulated by the 


1st Method 


Total current assets 

Less: Current habiliies other 

370 

than bank borrowings 

150 

Working capital gap 

25 per cent of above Irom long 

220 

term sources 

55 

Maximum bank borrowings 

permissible 

165 


Excess borrowing 

35 

C'uncut ratio 

1.17:1 


Tandon study group would thus indicate 
that these would give rise to considerable 
rigidity and create difficulties in the 
smooth functioning of industry and trade. 
No doubt, it has been emphasised time 
and again that banks should adopt a 
flexible approach to ensure that there arc 
no hardships in the way of industry and 
trade. However, the operative mecha¬ 
nism is such that the required type of 
flexibility will hardly ever be possible. 
Therefore, the norms if at all necessary, 
should be broad enough to accommodate 
wcck-by-wcek changes in business con¬ 
ditions. 

Let us now go to the second major 
part of the Tandon study group recom¬ 
mendations regarding capital structure. 
Generally speaking, the pattern of financ¬ 
ing of enterprises is the result of a complex 
of considerations and factors. What is 
more, the structure of capital evolves in 
response to circumstances. There is no 
universal formula which can be adopted 
by all industries in all countries. The 
conditions vary, and therefore, the con¬ 
tribution from different sources of lirance 
to industrial capital cannot always be 
the same. In early 1950s the structure 
of capital in industry generally weighed 
in favour of owned capital, including share 
capital and reserves. This was due to the 
tact that the banking structure was rela¬ 
tively less developed and the capital 
market was fairly in good condition to 
throw up the amount of funds required 
for industrial development, which was 
not as fast growing as thereafter. But 
in the 19foils the market for shares, parti¬ 
cularly after .May 1962, was adversely 


Tame I 

The Three Methods 

2nd Method 
Total current assets 370 

25 per cent of above fiom long term 
sources 92 

278 

Less current liabilities other than 
bank borrowings 150 

128 

Working capital gap 220 

Maximum bank borrowings per¬ 
missible 128 


Excess borrowing 72 

133:1 


affected. In fact, in the past 13 years 
there has not been any significant revival. 

It is precisely because of this factor 
that a number of government sponsored 
financial institutions like IDBl, ICICI, 
state financial corporation, etc. came up, 
apart from the IFC which was already 
functioning before. 

< 

The major source of long-term capital 
for the corporate sector now is the 
institutional finance. The slow growth 
of capital formation raturally compelled 
industry to go in for larger borrowings 
from the banking sector. This phenom¬ 
enon has been interpreted by the Tandon 
study group as financing of long term 
assets from bank funds. Nothing would 
be farther from the truth. Ultimately, the 
test is whether bank cicdit has exceeded 
the industry's legitimate requirements of 
working capital. 

We should also not lose sight of the fact 
that our high rate of taxation and low 
rate of public savings arc not conducive 
to the growth of capital formation neces¬ 
sary to achieve the targeted growth 
rate fixed by the Planring Commission 
from Plan to Plan. Ore wonders whether 
this constraint is not ore of the 
main reasons for the serious lags we have 
observed in the achievement of targets 
during the different Plan periods 

To give guidance to banks, the Tandon 
study group has laid down certain criteria 
which arc described as methods ore, two 
and three, respectively (Table T). The 
Reserve Bank of India which has accep- 


3rd Method 

Total curicnt assets 370 

Less: core current assets (illus¬ 
trative figure) from long term 
sources 95 

Real current assets 275 


25 per cent of above from long 
term sources 69 

206 

Less: current liabilities other 

than bank borrowings 150 

56 

Working capital gap 220 

Maximum bank borrowings 
permissible 56 


Lxecess borrowing 144 


1.79:1 
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ted the report generally has for the time 
being approved only Method one and 
Method two. What these methods spe¬ 
cify is the extent to which bank credit can 
finance current assets. The total current 
assets are partly financed by credit for 
purchases and other currentl labilit'es. 
Funds required to carry the remaining 
current assets which is called the working 
capitaf gap, is usually met partly from 
borrower’s owned funds and long term 
borrowings and partly from bank credit. 

What Method ore specifies is that banks 
should finance a maximum of 75 per 
cent of the working capital gap, the 
balance coming out from long-term 
funds. Method two imposes still further 
restrictions by stipulating that a mini¬ 
mum of 25 per cent of the total current 
assets will be provided by the borrower 
out of long term funds and that current 
liabilities including bank borrowings 
will not exceed 75 per cent of the current 
assets. Methods one and two are not 
alternatives, but successive stages through 
which borrowers will pass. A borrower 
who has reached Method one will be 
pushed ahead to conform to Method two. 
According the Tandon report, there will 
be no slipping back which means that if 
for any reason expansion of a company 
has been delayed and it has used its re¬ 
serves for financing the working capital 
for some time, it should not be allowed to 
slip back and seek more finance from the 
banks at a later date. This is a very 
dangerous suggestion for the growth of 
our economy. Now what arc lhe impli¬ 
cations of these recommendations ? 

diversion of funds 

Method one which is the stage to be 
reached within a period of one year will 
mean, to some industries, conversion of 
a part of bank credit into a term loan 
which has to be repaid from internal re¬ 
sources. To these industries additional 
bank credit will become difficult. They 
will be compelled to divert a part of re¬ 
tained profits from developmental use to 
mere inventory holding. That is to say, 
the retained earnings which would have 
financed capital formation by industry 
would now be used for working capital. 
As a result, in quite a few industries, the 
rate of industrial growth is likely to be 
affected. In other industries where financ¬ 
ing has already conformed to method 
one, banks will try to insist On Method 
two. This would mean again that in¬ 
dustries will have to divert funds either 
from retained earnings or from financial 
institutions towards working capital. 
Thus, almost all industries, in some way 
or the other, will be deprived of resources 
which would have gone into capital for¬ 
mation. 

I can well appreciate the need for finan¬ 


cial discipline. But certainly, it should 
not be at the cost of industrial growth. 
Financial discipline which affects growth 
adversely is over-reaching the target. The 
purpose of discipline is to ensure that the 
funds are used productively, not that 
particular source of finance should be 
mathematically related to a particular 
type of use. Once such rigorous cons¬ 
traints are put, leading to a weakening of 
the growth of industry, the very purpose 
of discipline gets lost. 

I would concede that the type of finan¬ 
cial control which the study group en¬ 
visages would be justified if: 

(i) Credit made surplus as a result of 
the guidelines would be put to more 
productive purposes. 

(ii) The shortfall in bank credit avail¬ 
able to industry is made good by 
the term lending institutions. 

Let us examine these points a little 
further. There is a belief particularly 
in the minds of monetary authority that 
a part of the credit going to industry and 
trade is used for speculative purposes. 
I have been unable to appreciate this 
view. It is possible that in periods of 
rising prices industry sometimes holds 
larger stocks of raw material as a hedge 
against inflation. This cannot be con¬ 
strued as speculation. I would say that 
such credit is, in effect, deflationary be¬ 
cause the pricing of finished goods which 
is generally done on the basis of costs 
will tend to keep industrial prices a step 
behind the general price level. You 
might have noticed that during periods 
of inflation prices of manufactures rise 
much less than prices of food articles or 
industrial raw materials. To this ex¬ 
tent, credit to industry should be in 
national interest and even if it competes 
with other uses it should be allowed. 

total credit 

Today private industry and trade to¬ 
gether account for a little over half of 
the total bank credit. The balance is 
taken up by food and priority sectors 
like small scale industry, agriculture etc. 
and public sector industrial enterprises. 
The shortage of credit in recent years 
has arisen partly because government 
which used to finance some of the activi¬ 
ties from the budget is now resorting to 
banks. In effect, bank deposits and credi t 
have been increasing at a high rate and 
banks would have been flushed with funds 
if the draft by government were not there. 

But the basic question is whether the 
use of bank credit by industry is less pro¬ 
ductive or more productive than that by 
other sectors. Obviously, the use of 
bank credit by industry is directly linked 


to production and the ratio of production 
tp bank credit would be in my judgement 
much higher than in any other sector. 
Therefore, any diversion of credit from 
industry to other sectors would lead to a 
less productive use and not only reduce 
the total level of production in the coun¬ 
try but also give rise to a certain degree 
of inflation. I would think that a part 
of the rise in prices that has taken place 
in the past 5 years has been at least partly 
due to less productive use of funds by 
banks or diversion of credit from industry 
to other sectors. 

It has been assumed by some econo-; 
mists that if Method one as suggested by j 
the Tandon study group is applied, it will ' 
release Rs 600 crores and when Method; 
two is applied, it will release Rs 1260: 
crores from the credit extended to large: 
and medium industrial companies. They 
question arises whether these funds if 
released will be utilised for financing; 
public sector undertakings, food procure- * 
ment, agricultural and small scale sec-, 
tors, exports or for any other productive 
or non-productive purposes. Unfor-: 
tunately, the study group has neither tried! 
to assume these figures nor provide any; 
replies to these questions (See Table II). 

shortage of capital 

The second point l mentioned earlier 
was whether the depletion of bank credits 
to industry would be made good by finan-- 
cial institutions or by issue of shares and- 
debentures. Looking at the conditions* 
as they are this does not seem to be possi-j 
blc. Already the financial institutions; 
are facing capital shortage and are not in; 
a position to meet the full legitimate; 
requirements of development. The capi-J 
tal market is in bad shape. The maxi-, 
mum amount of paid-up capital ever; 
raised by non-banking non-financiai pub-? 
lie limited companies in the private sector, 
was only Rs 99 crores in 1973 compared? 
to the total gross investment of over Rs' 
900 crores. On an average, private cor-;, 
porate sector has not been able to in-' 
crease paid-up capital by more than two* 
per cent per year. Paid-up capital is an ex¬ 
tremely valuable resource as it forms the, 4 
nucleus of the capital structure of com-, 
panies. This resource has to be utilised 
to the greatest possible advantage and* 
cannot be dissipated on minor uses. ; 

It would then appear that if industry ; 
is denied bank credit for financing inven-; 
lories, there is bound to be diversion of : 
long-term capital to inventory holding 
which would dilute the growth of the! 
industrial sector. The alternatives are, 
dear. If industry is forced to adopt the 
type of financial discipline that the Tan-; 
don study group thinks is right then the- 
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I country must put up with a smaller rate 
of industrial growth. The issue has thus 
wider implications and cannot be con¬ 
sidered merely as one of accounting prin¬ 
ciple or financial discipline. It is a 
question about growth; it is a question 
about employment generation; it is a 
question about creation of export sur¬ 
pluses ; it is a question about generation 
of resources for government through 
widening of the tax base. I find it diffi¬ 
cult to agree with the Tandon study group 
that financial discipline is all that 
counts. 

It is a pity that no member of the 
Planning Commission was associated with 
the study group, who could look from the 
angle of economic growth and the effects 
of this policy on the achievement of the 
targets set by the Planning Commission. 

difficult task 

In any case at the present juncture 
when industry is tottering under the pres¬ 
sure of recession it would be unreason¬ 
able to expect it to reform its financial 
structure to conform to Method one 
within one year. Hopefully, the situation 
will improve and rationalisation of the 
finances would be possible after some 
time. Also Method one requires to be 
modified to ensure that it doevS not eat 
into the finances available for industrial 
expansion. But I would submit that 
Method two would be too rigorous and 
would really put a brake on industrial 
growth. 

One view is that, if Method two 
is implemented, industrial growth will 
be bypassed for the next five years. One 
may disagree with the period mentioned. 
But one certainly cannot deny the fact 
that industrial growth will suffer. At 
this time when the country is required 
to undertake big strides in industrial pro¬ 
duction, these artificial barriers are the 
least welcome. The Reserve Bank should 
extend the time given to borrowers to 
conform to Method one and should 
not insist on Method two at all. We 
should also not lose sight of the fact that 
the project costs have increased two to 
three times in the last five years and so 
also the cost of inventories. The in¬ 
dustry should therefore require more 
funds now than before. On top of 
it, if further restrictions are imposed, 
one can easily imagine its repercussions. 

It has been estimated by some econo¬ 
mists that from 1971 to 1975 the whole¬ 
sale price index has increased by 56 per 
cent which corresponds to the working 
capital requirement whereas release of 
extra credit amounted to only 39 pei cent. 

I should also like to mention that at 


present the private sector companies are 
supplementing their working capital 
requirements by borrowing from the 
public at a comparatively high rate of 
interest. Here again, the RBI has re¬ 
cently imposed a cut of 10 per cent on 
borrowings from shareholders, at the 
same time accepted the recommenda¬ 
tions of the Raj committee which has 
suggested a further cut of five per cent 
within a year and the balance 10 per cent 
within two years from now with the result 
that the ceiling of public deposits which 
was 50 per cent of owned funds till re¬ 
cently will be reduced to 25 per cent within 
two years. 

I have broadly commented on the two 
major limbs on which the report of the 
Tandon study group rests. I have not 
touched on the other recommendations 
in regard to information system or super¬ 
vision. But there is one point to which 
I should draw attention. This relates 
to the style of credit. Once it is 
accepted that an enterprise deserves to 
be given a certain amount of credit a 
question arises as to the form in which 
that credit has to be given. For exam¬ 
ple, banks can give credit in the form of 
cash credit, overdraft, loan or bills. Cash 
credit has been the most common form. 
The shortcomings of the present cash 
credit system are obvious. Banks have 
no control over the level of advances and 
no notice is required for drawing under 
limits that many remain unutilised for 
long periods. As such, banks are not 
able to plan their credit operations. At 
the same time, it must be recognised that, 
if enterprises do not have sufficient 
flexibility to increase or lower their 


credit, they, may be put to considerable 
hardships. Taking these factors in view, 
the study group has suggested that the 
credit limit should be bifurcated into a 
loan and cash credit. The loan would 
comprise the minimum level of borrowing 
which the borrower expects to use 
throughout the year, known as “core 
current assets” while the cash credit part 
would meet the fluctuating requirements. 
This approach should be of value both to 
the borrowers and the banks. But even 
here the shift over must be done gradually 
and with sufficient flexibility. 

These observations have relevance to 
the recent busy season policy announced 
by the Reserve Bank of India. The policy 
takes account of the changed economic 
conditions and makes the first step towards 
liberalisation of credit restrictions. In 
the main, the advice given to banks in 
November 1973 about additional margins 
on book debts and inventories has been 
withdrawn. But this liberalisation will 
have no meaning in view of the fact that 
the Reserve Bank of India has instructed 
the banks that the progressive applica¬ 
tion of the guidelines indicated by the 
Tandon study group will continue. Of 
course, it is true that the Reserve Bank 
has recognised the need for a certain 
degree of flexibility in the application of 
the criteria for credit discipline. But 
this is not enough. Unless the benefit 
intended under the relaxation of margins 
is fully available to industry it will not be 
possible for them to get additional credit 
for financing the extra stocks which they 
are required to hold under the present 
recessionary conditions. At this time, 
when there is comfortable cushion crea¬ 
ted by bumper crop and prices have been 


Table II 

Sectoral Deployment of Outstanding Gross Bank Credit (including Bills 
Rediscounted with the Reserve Bank of India) 


(Amounts in rupees crores) 




As on April 26, 1974 

As on April 25, 1975 



Public 

sector 

Private 

sector 

Total 

Public 

sector 

Private 

sector 

To*al 

l. 

Food procurement credit 

423.3 

0.5 

423.8 

564.1 

_ 

564.1 

2. 

Priority sectors (including 
export credit) 

136.9 

1665.1 

1802.0 

149.8 

2000.3 

2150.1 


(a) Small scale industries 

8.4 

918.2 

929.6 

7.7 

1035.2 

1042.2 


(b) Agriculture 

121.5 

477.3 

598.8 

136.4 

648.6 

785.0 


(c) Other priority sectors 

7.0 

269.6 

276.6 

5.7 

316.5 

322.2 

3. 

All other sectors* (incl. ex¬ 
port credit) 

722.6 

4881.3 

5603.9 

970.5 

5101.8 

6072.3 

4. 

Non-food credit (2+3) 

859.5 

6546.4 

7405.9 

U20.3 

7102.1 

8222.4 

5. 

Of item 4—export credit 

94.8 

740.0 

834.8 

90.1 

659.3 

749.4 

6. 

Gross bank credit (1+4) 

1282.8 

6547.0 

7829.8 

1684.4 

7102.1 

8786.5 


* Includes large and medium industries and wholesale trade. 

Note: This table is based on data collected from 59 major banks. 
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TISCON 


The mighty grip to 
that saves % 
you 40% steel 


Tiscon bars give you 
reinforcement strength and 
40% saving in steel. Tiscon 
cold twisted bars are 
economical and sturdy 
for constructions like 
buildings, bridges, dams, 
reservoirs, foundations, 
irrigation and power 
structures. 

Tiscon, the only cold 
twisted, high strength bat 
produced with indigenous 
know-how, is the outcome 
of sophisticated technology 
at Tata Steel. Using 
indigenous research and 
skill for Tiscon bars, from 
the Structural Engineering 
Research Centre, Roorkee, 
Tata Steel has helped save 
valuable foreign exchange. 

Each Tiscon bar 
conforms to ISI specification 
—IS 1786. These bars are 
now available in 36 mm 
size, in addition to existing 
sizes ranging from 12 mm 
to 32 mm. 




A 

®n.\m 


For further details, please write to: 

The Director of Marketing and Sales, The Tata Iron and Steel Co. Ltd., 

43. Chowringhee Road. Calcutta 700 016 

The following have been given sub-licences to produce high strength Tiscon bars in 
technical collaboration with Tata Steel: 


technical collaboration with Tata Steel: 

* K. R. Steel Onion Private Ltd., 

46-C Chownnghee Road. Calcutta 700 016. 

* The Calcutta Steel Co. Ltd., 

"Steel House". 4. Old Court House Street. Calcutta 700 001 

* The Indian Steel Rolling Mills Ltd., 

Rajam House, 21. Greames Road. Madras 600 006. 

* Trichi Steel Rolling Mills Ltd., 

TVS Building. West Velli Street. Madurai 635001s; 


* Prabhu Steel Industries Private Ltd., 

Old Motor Stand. Itwari, Nagpur 440 00ft. 

6 Meenakshi Steel Rolling Mills Private Ltd., 
Kukatpally, Hyderabad 500 837. 

* The Delhi Iron & Steel Co. Ltd., 

C. T. Road, Post Box No. 7, Ghaziabad 201 001. 
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declining, there is every need for effectively 
liberalising credit and countering the 
recessionary process. I hope that as the 
busy season progresses the Reserve Bank 
will have a fresh look at the credit policy 
and ensure that industry and trade get 
their legitimate requirements of bank 
credit without encroaching on resources 
which would otherwise promote indus¬ 
trial growth. 

The other day Prof Gadgil pointed 
out several imbalances created in our 
economy over a period of time. These 
are imbalances between pattern of income 
distribution, imbalances between the rate 
of savings and rate of economic growth 
sought to be obtained, imbalances 
between prices and costs, etc. Unless 
therefore the imbalances in the economic 
growth are corrected, the monetary and 
credit policy of the Reserve Bank of India 


will not by itself achieve the desired re¬ 
sults. On the contrary, it would help to 
effect the retardation of industrial growth 
and create an unintended financial crisis 
in the corporate sector. 

I have analysed the Tandon study group 
report in some detail to present its short¬ 
comings, as well as its good points. The 
basic intention of the study group to 
ensure financial discipline is undisputable. 
What has caused concern is the methods 
by which this discipline is enforced. 
The Reserve Bank, I believe, is aware of 
the repercussions which will follow from 
any rigorous implementation of the 
guidelines. That is why the Reserve 
Bank issued a press note in October 
emphasising a certain degree of flexibi¬ 
lity. The banks, the press note said, 
should exercise control over the situation 
with due understanding of the circum¬ 


stances which may warrant deviation 
from the norms for temporary periods. 
Thus while accepting the reconnrerda-« 
tions relating to inventory norms and 
commending them for implementation 
in the case of all existing and new borro¬ 
wers, the Reserve Bank has impressed 
upon the banks the need for considerable 
flexibility in the actual implementation 
of the recommendations. This is a 
correct approach and it is hoped that the 
banks will respond to this call in the spirit 
in which it has been made. After all, 
the relationship between the banks and 
their clients is much more than a set of 
rules and regulations. There has to be 
mutual understanding on the part of both. 
The guidelines are only a broad direction 
to go by. If this type of relationship is 
evolved between the banks and the clients 
the credit system will serve the needs of 
production better. 


innovation Sripati Ranganadha 


Marketing and 

One of the twin basic entrepreneurial 
functions of a business is innovation. 
Decades ago, when the activities of market¬ 
ing were at a low ebb, business enter¬ 
prises remained static. The commo¬ 
dities and services then were few and far 
between and whatever the firms turned 
out, they could find a customer. The 
days have changed and science and tech¬ 
nology have given rise to scientific market¬ 
ing. The economy being dynamic, we 
are compelled to produce what the mar¬ 
ket needs. This transformation of eco¬ 
nomy from static to dynamic calls for 
innovation. Innovation aims at the 
utilisation of existing knowledge in order 
to give a boost for economic activities. 
Its basic purpose is to either increase the 
level of production or to turn out new and 
novel products. 

Innovations have been the prime moti¬ 
vators of industrial improvements and 
economic development of a nation. The 
role of innovation is guided by the size 
of the market. The skill of manpower, 
the expansion of the volume of trade and 
the augmentation of the scales of market¬ 
ing operations all depend on innovations 
which enable the entrepreneur to manufac¬ 
ture the goods which the market demands. 

customers’ wants 

Innovations will “change the customers’ 
wants, create new ones, extinguish old 
mes, create new ways of satisfying his 
wants, change his concepts of value or 
nake it possible to give him greater 
value satisfaction*'.* 

In a static economy, business enterprises 

* Drucker Peter F, .The ProctUe of Management; 
\Uicd Publishers Pvt. Ltd., 1970; p. 56 


seldom “exist”. It is the brokers and 
middlemen who field the buying and sell¬ 
ing activities without taking responsibility 
and risks, get a commission in the form 
of a fee for the services they 
render. 

Business enterprises thrive in an environ¬ 
ment where keen competition, conti¬ 
nuous change of operation, growth and 
expansion take place. It is in the dy¬ 
namic economy that innovative products 
— tetter and improvised—desired by 
the customers are provided. Experiments 
and research set forth innovations which 
strive to meet or exceed competition and 
as such no marketer can ever afford to 
feel that his wares arc peerless. 

different innovations 

Entrepreneurial innovations arc diffe¬ 
rent from technological ones. The for¬ 
mer arise from entrepreneurial ingenuity 
while the latter evolve from the applica¬ 
tion of scitnce. If the obsolescence, for 
instance, results from the changes in 
consumer tastes, remedial actions can be 
thought of and the products can be up¬ 
dated according to the tastes of the con¬ 
sumers. If, on the contrary, obsoles¬ 
cence results from technological innova¬ 
tion, the process of updating is unprofit¬ 
able. 

Entrepreneurial innovation may be 
in the form of either a lower price of the 
existing product or a new and novel one 
at a higher price. Due to innovation, 
there is a possibility of creating a new 
want, finding new uses for the old pro¬ 


ducts, exploring new markets and assum¬ 
ing odd risks. 

Innovation prevails in all phases of 
business in the way of product design and 
sales techniques and extends its activities 
both in manufacturing and in the process 
of marketing. 

conventional results 

Traditional marketing efforts tend to 
yield conventional sales results. Excep¬ 
tional results can be achieved, if marketing 
operations are subject to constant inno¬ 
vative process in terms of products, ad¬ 
vertising, merchandising and sales pre¬ 
sentation which must excel the activities 
of the competitors. Tinkering with the 
improvement of current products tanta- 
mounts to the shortening of their life 
span. To insure steady income, entre¬ 
preneurs have to rely on the continuous 
development of new and novel innova¬ 
tive goods and services which the market 
desires. 

The operation of marketing is evolved 
initially in increasing the output which 
had arisen out of scarcity of goods and 
services. Hence emphasis was placed on 
increasing productive efficiency. The 
entrepreneurs of this period were engi¬ 
neers and innovators who believed 
in maximum production and produc¬ 
tivity. 

In the second stage, the scarcity of 
goods and services was Jess pronounced 
and much stress was laid on profit through 
economising and husbanding the wealth 
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producing resources: with the help of legal 
and financial specialists. 

The third stage presented an economy 
which was not one of scarcity of goods 
and services, but one of scarce markets. 
The major problem of most firms was to 
seek sufficient clientele for their output. 

• 

The present stage leads to surplus goods 
and services which the customers are 
unwilling and unable to consume in the 
sense that they arc either satiated with 
the present wants or lack purchasing 
power. As a result, “each firm must 
examine customers’ needs more closely 
to learn how it can improve the appeal of 
its present products and to discover which 
new products deserve to be born.” 
Thus the necessity of innovation need 
not be over-rated. 

There have been at least four major 
technical innovations for the past few 
decades in marketing research. They 
are: Probability sampling, motivation 
research, computerization and experi¬ 
mental design.* Let us spell out the 
essentials of each and underscore its 
limitations. 

Probability Sampling: Marketing pro¬ 
blems, by and large, arise from uncer¬ 
tainty of the attitudes and actions of 
innumerable buyers who are widely scat¬ 
tered and their diverse characteristics 
arc likely to affect purchase. Hence a 
device like sampling is set forth to exa¬ 
mine what makes a sale effective. 

types of sampling 

There are two kinds of sampling: 
probability and non-probability. The 
basic form of probability sample is un¬ 
restricted or simple random sample. 
An unrestricted random sample is one in 
which respondents are directly drawn at 
random from a part of universe. The 
data so collected is offered as an evidence 
of the nature of the universe. 

Other types such as stratified random 
sampling, area sampling, cluster sampl¬ 
ing, systematic sampling and sequential 
sampling arc restricted m some way. 
The sketch alongside illustrates it. 

Stratified random sampling is one in 
which population is divided into mean¬ 
ingful strata (groups) which are related 
to the problem concerned for research. 
Population is divided, for instance, accor¬ 
ding to age or income group or educa¬ 
tional level and the respondents are cho- 

*A. B. Blankanship and J.B. Doyle: Marketing 
Research Management ; D.B. Taraporevala Sons & 
Co. Pvt. Ltd., 1971; p. VII. 


sen on a random basis from the given 
strata. 

In area sampling a certain geographi¬ 
cal area is selected from others and the 
respondents are drawn at random with¬ 
in that area. 

Cluster sampling is one in which the 
population is divided into clusters of indi¬ 
viduals who arc selected at random 
and arc interviewed. The cluster may 
be a group of names in the telephone 
directory, a family, section or division 
of an office or an organisation. 

logical arrangement 

In systematic sampling the selection 
of the sample is based on a certain logical 
arrangement. It consists in arrang¬ 
ing the items of universe in an orderly 
manner either alphabetically, numerically 
or for that matter in any other logical 
way where one chooses the sampled unit 
at fixed regular interval. From a list 
of items, an item is randomly taken, ini¬ 
tially and thereafter the rest of the items 
arc picked up according to a particular 
logical Order such as items 3rd, 6th, 9th 
12th and so on. 

Sequential sampling is one in which the 
population is tested initially in small 
numbers and later on it is subject to larger 
sampling depending upon the nature of 
the problem. 

Non-probability sample presents three 
types, namely purposive, convenience 
and quota samples. 

A purposive sample, also called judge¬ 
ment sample, is one in which the designer 
of the sample attempts to select the sam¬ 
ple of the universe according to his re¬ 
quirements by using his judgement. 
This representative sample is likely to 


include all the needed respondents to 
suit his purpose. To ascertain the desir¬ 
ability of family planning, the designer 
of the sample, for example, has to frame 
a representative sample in which pro¬ 
gressive as well as conservative respon¬ 
dents are included. 

In convenience sample the selection 
of the respondents who form the sam¬ 
ple of the universe must be within the 
reach of the designer. 

Quota sample is one in which the inter¬ 
viewer is asked to interview a given num¬ 
ber of people of a given type. The inter¬ 
viewer will be given a free hand in the 
selection of the people who have come 
for the interview. 

The probability of a particular event 
happening can be derived from theoretical 
analysis or the experience with the past 
event. The former is called “a priori 
probability” which is commonly applied 
to dice games and in drawings of playing 
cards while the latter is termed "empiri¬ 
cal” probability which is pressed into 
service in such cases a*; quality control 
in production and many market research j 
problems. 

law of chance 

A priori probability is based on laws 
of chance which can be determined by 
examining all the available ways when: 
an event occurs and is generally expressed 
in quantitative terms. A “die” has six; 
sides, each is likely to show up in each 
throw. If an ace is called a success 
(certain outcome) the probability of a 
favourable outcome is 1/6. The pro¬ 
bability thus calculated is called a priori; 
probability which means that probability 
can be found out even without actually- 
performing the event of throwing upi 
the dice. A period probability needs 
to know all possible events. 

Complete information about all thei 
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possible outcomes (events) like a priori 
may not be available in many cases, fn 
such cases, the actual outcome need not 
be in conformity with anticipated results. 
Hence in the last resort one has to rely 
on past experience and employ empirical 
or statistical probability. 

In a production centre, for example, 
past experience indicates, that there 
might be two per cent defective products 
on every turn of operation of a particular 
machine. If the machine produces 
50,000 units of items in every turn of 
operation, the number of defective ones 
will be 50,000 x 2/100=1000. 

It is assumed that the machine will 
operate in the same way as it did on 
previous occasion. This assumption 
need not be true. Nevertheless, the 
production personnel have to rely on 
the two per cent figure, as no better esti¬ 
mate is available. 

It must be pointed out that both 
apriori and empirical probabilities will 
refer to average expectation in a large 
number of trials . If the sample is large, 
the chances of the average will approxi¬ 
mate the actual. Large number of trials 
are more stable than those of a smaller 
number. 


the strategy 

One of the marketing research strate¬ 
gies—to probe latent product and cus- 
:omers attitude—is a sampling plan. 
Much insight about the attitudes of the 
customers and marketing processes can 
appraised from a sample. The sampl- 
ng plan may not establish accurate 
estimates, nevertheless it tries to provide 
the requisite information and product 
dues to the marketers. For explora¬ 
tory research, it may be good enough 
■to employ non-probablity sampling pro¬ 
cedure, but for an accurate estimate of 
population characteristic, a probability 
sample of universe is essential. Certain 
pritics in marketing research feel that 
the errors set in the and cost involved 
n probability sampling weigh more than 
.hose in the non-sampling approach which 
nvolve designing better questionnaires 
md hiring better interviewers. Much 
an be said on either side and the ap- 
iroaches depend upon the nature of study 
n which they are employed. 

Motivation research is a combination 
»f different techniques employed in the 
lelds of psychology, psychiatry, sociology 

* HarryL. Hansen: Marketing Text Techniques\ 
nd Cases; D. B. Taraporevala Sons & Co. Ltd., 
m; p. 201. 
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and social anthropology to find out cer¬ 
tain “whys M of consumer purchases. 

The device to ferret out the inability 
or reluctance of a person to tell “why.* 
he likes or dislikes a certain commo¬ 
dity characteristics leads to the applica¬ 
tion of some of the techniques of psy¬ 
choanalysis which are designed to know 
“why** without asking him actually. In 
fact, movitation research is taken to 
mean “a careful probing beyond the sur¬ 
face ‘why* offered by consumers to ex¬ 
plain their actions’’* 

fundamental methods 

Fundamental methods offered by moti¬ 
vational researchers arc classified as : 
Projective techniques and the Depth 
interview. Projective techniques strive 
to expose the inner longings of the 
individuals who could hardly reveal them 
through normal questionnaire survey 
method. 

The main projective techniques are: 

1. The Thematic Apperception test, 
popularly known as TAT 

2. The Sentence Completion test. 

3. The Word Association test. 

4. The Rorschach test. 

5. The Cartoon and Pictorial test. 

Clinical psychology employs two well- 
known projective techniques, namely, the 
Thematic Apperception test (TAT) and 
the Rorschach test. The former is ad¬ 
ministered to individuals who are allo¬ 
wed to give out their responses either 
orally or in writing. The originator of 
this test was Henry A. Murray. TAT 
is employed to examine personality cha¬ 
racteristics of the individuals who are 
judged by their reactions to certain situa¬ 
tions or problems. The Rorschach 
test is concerned with persons whose 
responses give us the clue to their emo¬ 
tional balance. 

The Sentence Completion test is one 
which employs a number of incomplete 
sentences that are relevant to the pro¬ 
blem which asks the respondent to com¬ 
plete them. The respondents are eigther 
familiar with the technique or they are 
trained to answer to suit the convenience 
of the researcher. 

The Word Association tests are emplo¬ 
yed in selecting brand names in order to 
see the kind of response the subjects 
offer. It is the simplest of the projective 
tests. The respondent is asked to select 
a word or two which come to his mind 
from a list of words. The researcher 
may ask him to comment upon his choice 
of word or words. This test tends to 
ascertain the stability of stimulus and res- 
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pose and the behaviour of the respondents 
is observed. 

The Cartoon and Pictoral tests project 
a series of somewhat similar cartoons and 
ask the respondent, basing on the car¬ 
toons, to supply the answers which the 
trained interviewer poses. These ans¬ 
wers will help to infer the needed clue 
in a competitive price situation. 

As regards depth interview, the inter¬ 
viewer will encourage the respondent to 
talk freely, friendly and without the least 
prejudice. The interviewer will try to 
probe into the reasons as to why con¬ 
sumers like or dislike certain products 
while the conventional interviewing tech¬ 
nique fails to provide an adequate 
response. The skilled interviewer is able 
to dig deep beyond the conscious mind 
and get the needed marketing informa¬ 
tion. 

The techniques, projective and depth 
interview, in general not only consume 
considerable time, effort and money to 
yield results but also need skilled per¬ 
sonnel for designing the tests and inter¬ 
preting their findings. The depth inter¬ 
view though penetrative, offers explora¬ 
tory explanations which only cover an 
insignificant sample on which one can 
hardly rely for conclusions. When direct 
questions fail to click the necessary res¬ 
ponse, it is worthwhile to switch over to 
motivation research. 

use of computers 

Computerisation : The speed and 
precision of the electronic compu¬ 
ters has enabled the solution of a 
variety of marketing problems in minutes 
which in the past had taken several days 
for calculation. Computer is an impor¬ 
tant agent which cases the computational 
zig-zags. This has helped the executives 
to take a better and effective decision. 

The computer helps to provide the 
marketers with the needed information 
for preparing sales reports, to facilitate 
statistical surveys, to estimate sales fore¬ 
cast and demand analysis. 

The computer solves marketing pro¬ 
blems with the given raw data and offers 
sophisticated and correct solutions. The 
marketers seek solutions from the com¬ 
puters especially in the areas such as: 

(i) the selection of advertising media; 

(ii) the routing of travelling salesmen; 

(iii) the determination of good ware¬ 
house location, inventory policies with 
respect to how much to order and when 
to order. 

In short, the computer is exercising 
JANUARY 9, 1976 



a variety of uses in marketing which in¬ 
clude information processing, pro¬ 
blem solving, management training, 
„ goods dispatching and even merchandis¬ 
ing. 

Marketing decisions such as the kind 
of package design to be used, the kind of 
product to be preferred most by the con¬ 
sumers* and the like can hardly find a 
solution in secondary research, observa¬ 
tion or by surveying the opinions of 
customers or experts. Issues of this 
nature can rely and fall back upon ex¬ 
perimental design which offers an effec¬ 
tive answer. 

Experimental design tries to offer a 
solution to a problem which decides on 
the number of subjects (consumers, 
stores, sales territories and the like), 
, the length of the experiment and the types 
of control. In fact, these are matters of 
technical detail which demand the ser¬ 
vices of trained researchers. Experi¬ 
mental design sets forth experimentation 
in marketing which may not be as precise 
as physical sciences. However, it is the 
only research method which vertifies the 
cause and effect of relationship in mar¬ 
keting. Marketing experimentation is 
subject to a large number of hazards 
which, in fac , could be detected even 
in observational research and survey 
research. These hurdles have to be con¬ 
trolled through better experimental 
design 

The number of experiments carried 
out in marketing may be small for the 
moment yet their potentialities are wide 
and immense. It is understandable that 
the management may resist these ex¬ 
periments for they involve inordinate 
delay, exorbitant cost, difficulties of 
pooling cooperation, added to their own 
skepticism. Such undertakings are al¬ 
ways frowned upon by many in their 
initial stages, but eventually none will 
stand in the way of real scientific ap¬ 
proach. 

use of experimentation 

Experimentation in marketing finds 
its usefulness for testing such product 
features as taste and colour. Experi¬ 
mental design has its effective sway on the 
test of marketing of new products. It 
is up to the marketing experimenter to 
explore possibilities of findinga solution. 

Some of the technicalities in market¬ 
ing experiments are given below. 

Marketing experiments consist of in¬ 
puts and outputs. Inputs are of two 

* This section is adapted from Philip Kotler : 
Marketing Management Analysis , Planning 
and Control ; New Delhi, Prentice Halls of 
India Pvt Ltd, 1969; Pp 201-208 
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types—experimental inputs and environ¬ 
mental inputs. The former may be price, 
packaging displaying a sales incentive 
plan or, for that matter, any marketing 
variable. The latter may include com¬ 
petitors’ actions, weather changes and 
uncooperative dealers. Many environ¬ 
mental inputs do not make a difference 
in the ultimate results. Even if they do, 
the effects of some may be controllable 
or at least measurable. 

In fact the real danger arises from the 
undetected environmental inputs or 
detected experimental inputs, whose 
effect is neither controllable nor measur¬ 
able. In these cases precautions may 
be taken. 

The results of an experiment are called 
outputs which may be in the form of 
changes in sales, attitudes or behaviour. 
In fact the ultimate output is sales which 
tiy to appraise the effect of marketing 
stimuli. 

A decision rule has to be established in 
advance before in experiment is laun¬ 
ched. A decision rule scrutinises the 
economic losses implied in various possible 
errors. Bayesian statistical analysis tries 
to help the best decision rule. Bayesian 
Decision Theory embraces such dis¬ 
ciplines as applied mathematics, statistics 
and behavioural sciences which deal with 
making decisions under uncertain con¬ 
ditions The theory aids the decision 
maker in rendering rational choices 
under uncertainty. 

varieties of design 

The varieties of experimental design 
range from simple to complex such as 
simple time-series experiment, recurrent 
time-series design, before-after with 
control group design, factorial design and 
Latin Square design. The first three 
are simple and the last two are complex 
which are beyond the scope of the present 
essay. A word about the first three sim¬ 
ple ones may be in order.* 

Simple time series experiment : Ini¬ 
tially sAme dealers are selected and their 
sales arc audited for a few weeks. Then 
an effective sales promotion is introduced 
and the subsequent sales are assessed. 
An appraisal has to be made whether 
sales promotion has stimulated more 
sales and profits than it costs. 

Recurrent time series design: The sales 
promotion method is introduced for a 
few weeks; it is withdrawn, reintroduced, 
withdrawn again and so on. Each time 
the sales are assessed and the sales changes 
are noted. The average sales changes are 
taken. The averages will even out the 
effects of unique events. 

Beforc-after with control group design: 
Two sets of dealers are selected and their 
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respective sales are audited for a few weeks 
before the sales promotion method is 
introduced. Then the sales promotion 
is introduced only into the stores where 
the first group of dealers is employed. 
The sales of both the groups are audited 
again. “The average sales for the ex¬ 
perimental and control groups are then 
compared and the difference is tested for 
statistical significance.” 

The bulk of marketing experiments 
have been conducted in the areas of 
marketing agricultural commodities such 
as apples, oranges and potatoes. These 
experiments of late have been extended 
to the problem involving 9 branded con¬ 
sumer products. 

aim of experiments 

The aim of marketing experiment is 
to appraise the effect of independent 
variables on dependent variables and 
to assess the effect of varying con¬ 
ditions. 

Independent variables include price 
or advertising while dependent variables • 
are sales and profits. 

Experiments are of two kinds—con¬ 
trolled and uncontrolled. Controlled 
experiments are those where the resear¬ 
cher seeks to control the conditions which 
affect the results. Certain conditions 
such as price or advertising or season of 
year are being kept constant while others 
such as package or display locations will : 
be varied. The constant and variable . 
conditions depend upon the purpose of : 
the experiment. The uncontrolled ex- ] 
periments seek to gather data by ; 
collecting answers from the questionnaire, 
observing and offering a product to a ' 
dealer for sale without attempting to 
identify and assess the variables that 
effect the results. 

Three terms, treatments, units and ( 
design are commonly employed in mar- : 
keting experiments. Treatments refer to ; 
an independent or combination of inde¬ 
pendent variables as potato chips stuffed ; 
in a green plastic bag or a particular ; 
combination of price and advertising ; 
effort. Units are subject to measure- j 
ment as retail stores, areas or people, j 
Design is a device which is either to iso- 5 
late the independent variables or to com¬ 
bine them to be assigned into units. It i 
was presumed that only one variable could ’ 
be tested at a time. It is possible now to ! 
test more than one series of variables ' 
simultaneously in factorial designs. Each 
scries is called a factor. The manner in : 
which these arc arranged is termed as a. 
factorial design. 
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Scene: Sommer in Srinagar 

• ( 

On Duty: Miki Daolet Singh, Branch Manager 

Purpose: Waiting after office honrs to help 
a tourist boy Pashmina shawls. 


Who it Miki Daulat 
Singh? 

He i$ Branch Manager of 
Grindlays, Srinagar. Miki 
and his colleagues not only 
look after the regular 
banking business for their 
customers but help them in 
various other ways too. 
Helping tourists handle 
foreign exchange, 
suggesting what to see. 
where to eat ‘Wazwan’, 
where best to buy things. 
Like any other Branch 
Manager, Miki is also busy 
with staff administration 
and improving upon an 
already high standard of 
customer services. He 
develops branch objectives 
and action plans with 
his colleagues and monitors 
performance. Like Miki, 
Grindlays' people wait in 
other branches to serve 
their customers. The 
problems might differ. 

But the professional service 
is the same. The human 
interest is always there. 

Who also works for 
Grindlays? 

Many other professionals 
like Miki Daulet Singh. 
Working in different areas. 
Teachers teaching modern 
banking techniques and 
allied subjects to Grindlays’ 
staff so that they function 


bettor, and improve their 
skill and efficiency. 
Personnel men working to 
put the right man on the 
right job so that the job 
gets done better. Corporate 
Planners, coordinating the 
plans of all functions, 
monitoring their progress, 
helping to achieve the 
social and economic goals 
that the Bank has set for 
itself. Management 
Consultants assisting 
existing and new enterprises 
with their know-how and 
experience. Helping industry 
produce at optimum cost 
and encouraging profitable 
grow 

There are many others. 
Professionals at work, 
jn Grindlays professionalism 
is a creed. And this is seen 
in all Grindlays' work. 
Whether in the traditional 
role of commercial banking 
or in newer ones like 


Management Consultancy and 
Merchant Banking. It is banks 
like Grindlays who have 
enlarged the conventional 
role of banks in India, 
extending it to cover wider 
areas of industry and finance. 
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WINDOW ON THE WORLD 

There will be enough 


In the past 40 years, I have read pre¬ 
dictions of grave shortages of such things 
as silver, sulphur, copper, nickel, man¬ 
ganese, and even oxygen. Most of these 
materials have experienced temporary 
shortages, but every one of them is cur¬ 
rently m abundant supply for present 
needs. The only one which is absolutely 
vital to the human race is oxygen. 

Every student knows that the air is 
about 21 per cent oxygen. Since all the 
air on earth weighs about six million 
billion tons, the total supply of oxygen 
is about 1.3 million billion tons. That 
sounds like a lot, but we use a lot each 
year, and so it is a fair question to ask: 
Are wc about to run out of oxygen? 

The world burned somewhere between 
five and six billion tons of coal, oil and 
natural gas durng 1974. Adding in 
the relatively small amounts of other 
fuels burned, let us round ofT the number 
at six billion tons of oil equivalent. These 
consumed about 20 billion tons of oxygen 
from the air. Ignoring the relatively 
small amounts of oxygen consumed by 
such things as all the animals on earth, 
forest fires, suphuric acid plants and altcr- 
dinner cigars, 20 billion tons of oxygen 
is a huge number which might startle the 
average citizen. If he hears it mentioned 
on television, he might easily conclude: 
“My God, they are about to use up all 
my oxygen. Even if it lasts through my 
lifetime, my grand-children are sure to 
suffocate.” 

alarming figures 

Not so. If you divide the 20 billion 
tons used each year into the 1.3 million 
billion tons of oxygen in the air, you find 
that it will take about 6,000 years to use 
up 20 per cent of the total oxygen. How¬ 
ever, if you project that the consump¬ 
tion of oxygen will double every ten or 
20 years, as some people do, then these 
figures do sound alarming, if you stop 
right there. 

Every schoolboy knows tint green 
plants consume carbon dioxide and con¬ 
vert it back to oxygen. However, not 
every schoolboy knows that phytoplank¬ 
ton in the oceans produce more oxygen 
than all the trees and green plants in the 
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world. And very few people are aware 
of the fact that the ultraviolet rays of the 
sun, acting on moisture in the upper 
stratosphere, may be a far bigger factor 
in the oxygen cycle than all the plants on 
land and in the sea. 

I am not suggesting that the items I 
have mentioned completely define the 
oxygen-carbon dioxide-water equilibrium. 
The total system is incredibly complex. 
However, those thr^e things make it 
clear that it is necessary to do more than 
calculate the consumption of oxygen 
each year before deciding that we will 
“soon” be out of oxygen, even if your 
definition of “soon” is a few thousand 
years. But whether or not we can under¬ 
stand and measure all the factors in the 
oxygen cycle, one thing is quite certain. 
During the past 75 years, the oxygen in 
the air has remained constant at 20.95 
per cent despite the consumption of about 
20 billion tons annually in recent years. 

automatic tendency 

Happily, most shortages have an auto¬ 
matic tendency to correct themselves. 
They justify new research. The greater the 
shortage and the longer it lasts, the grea¬ 
ter is the justification for the research 
effort to correct it. The 1973 oil crunch 
is an example. There are many good 
reasons why the human race should try 
to reduce the burning of its supply of 
oil, coal and natural gas. It takes time 
for even a huge research programme to 
develop alternate sources of supply for 
six billion tons of oil equivalent per year. 
One danger now is that a temporary over¬ 
supply of oil in the next few years will 
lead to lower prices and reduced justifica¬ 
tion for the necessary research. How¬ 
ever, at some point the justification will 
exist because higher prices must come 
about, as the cheap sources of supply 
become exhausted, and only the relatively 
inaccessible ones remain. One way or 
another, there will be enough. 

Now, having disposed of two problems 
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which concern everyone—oxygen for 
breathing and fuels to provide heal and 
energy—let me turn to something which 
may be of interest of many, although 
of no great concern to most people. I 
refer to silver and its availability. 

There is enough silver now, and I am 
convinced that somehow there always 
will be. Some of the factors which affect 
the supply of oil will also affect the supply 
of silver. Both of them respond to the 
law of supply and demand. 

Silver is a remarkable metal with 
many unique properties which have 
caused it to be used in many fields—in 
jewellery, coins, tableware, brazing alloys 
and electronics, and in photographic 
materials. These uses have changed in 
importance during the past and they will 
continue to change in response to such 
things as new technology, changes in price 
and in life styles. 

wide application 

At one time, silver was widely used 
in coins- all over the world. Not any¬ 
more. Tableware was once a large 
consumer of silver and it still is, but im¬ 
portant changes have occurred here dur¬ 
ing the past five years. First, life styles 
have changed, and not every bride today 
feels she must have a sterling silver tabic 
service. Second, the price of silver in¬ 
creased so much during 1974 that many 
who wanted to cling to tradition simply 
could not afford it. In fact, stainless 
steel is an excellent metal for tableware. 

The use of silver in brazing alloys and 
in electronics is a relatively modern deve¬ 
lopment, and the consumption of silver 
in these fields is still growing. How¬ 
ever, it would be quite an assumption to 
say that this growth in silver usage will 
continue to parallel the growth of these 
two industries. The recent increases in 
the price of silver have given a tremen¬ 
dous incentive to research directors in 
electronics to find cheaper or better sub¬ 
stitutes for silver. To date, these substi¬ 
tutes have not been found, so far as I 
know, but when wc think about the pro¬ 
gress in metal technology which has been 
made during the past 25 years, it is un-' 
likely that all the lescarch now in pro¬ 
gress will neither find a silver substitute. 
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nor at least greatly reduce the amount 
of silver required to do a given job. 

Let me discuss briefly the role of silver 
in the photographic industry. Silver 
probably has more inherent strength in 
photography than in any other industrial 
application. It stems from the fact that 
a single photo of light, acting on a silver 
halide crystal, can trigger a chain reaction 
of a billion or so. Nothing close to this 
^enormous “speed” of silver in photo¬ 
graphy has been found in the past 100 
years despite much research aimed at 
doing so. It seems highly likely to me 
that silver will continue to be important 
in photography for the indefinite future. 

I would not put my money on finding 
a full substitute for silver in photograpny 
during the next 25 years, even if silver 
rises to S20 per ounce. However, if silver 
continues to go higher in price, or even 
if it stays at four to five dollars per ounce 
as at present, 1 am convinced that its 
usage in photography will decline. 

stimulating research 

The high prices of silver in i 974 greatly 
stimulated research to learn how to get 
the same results from less silver. For 
example, the major producers of X-iay 
films, some of the largest consumers of 
silver in photography, all managed to 
reduce their silver by about ten per cent 
so that less silver was used in 1974, even 
though five per cent more square feet of 
X-ray film were manufactured. There 
are test films now in the market from at 
least two major manufacturers indicat¬ 
ing that a further ten per cent reduction 
in the usage of silver will be in effect late 
in 1975 and for all of 1976. This means 
that the consumption of silver in X-ray 
films will drop 20 per cent in a three-year 
period. No doubt there is more to come. 

The recycling of silver in photography 
is important. The public is inclined to 
flunk that the silver used in photographic 
films disappears when the film is exposed 
and processed, but this is not coirect. At 
present, 100 square feet of X-ray film 
contain about two-and-a-half ounces of 
silver. About 50 per cent of the silver 
comes out of the film when it is proces¬ 
sed, and this silver goes into the fixer 
liquors. Two years ago, about 80 per 
cent of that 50 per cent was recovered. 
That is, about 40 per cent of all the silver 
in an X-ray film was immediately conver¬ 
ted back to silver for re-use. Today 
about 90 per cent of all the silver in the 
liquors is recovered immediat. ly, bringing 
*iiat 40 per cent figure up to 45 per cent. 

What happened to the remainder? 
About half stayed on the film and went 


into the hospital’s file room where, typi¬ 
cally, it is kept for three to ten years. 
Then the hospital normally sells it to a 
scrap company which recovers about 90 
per cent of the 50 per cent that was left 
on the film after processing. The final 
result is that about 90 per cent of the total 
silver is recovered. 

The recycling process is much more 
rapid in other forms of photography. 
For example, about 90 per cent of all the 
silver used in colour films is recovered 
immediately after exposure and process¬ 
ing. There is virtually no silver in a 
colour transparency. The silver simply 
acted as a sort of catalyst for synthesis 
of the colours which we look at. 


In addition to the research to learn how 
to use less in the fiist place and recover 
more of what is used, the high price of 
silvei in 1974 has stimulated research to 
find systems which don't use silver at all. 
Xerographic X-ray systems were relatively 
small in 1973 and still are today, but they 
grew moie than twice as fast as silver- 
sensitized ,X-ray films in J974. Diazo 
films, both colour and vesicular types, 
used in printing and engineering, grew 


mom than twice as fast as silver films in 
1974. Du Pont’s “Dylux” proofing 
papers, which contain no silver, increased 
very rapidly in 1974 while the printing in¬ 
dustry was in recession. 

Du Pont has just introduced for trial 
use in the printing industry, new 
contact lithographic films which have no 
silver in them. These new films are not 
only less expensive than silver films, but 
they have certain quality advantages over 
silver. No doubt other companies will 
soon be announcing new photographic 
products which use no silver. 

None of these developments is going to 
sweep silver from the field of photo¬ 
graphy, but they will all help to make sure 
that there will be enough silver, just as 
there will be enough oxygen. There 
will even be enough petroleum and other 
fuels if wc give the Jaw of supply and de¬ 
mand a reasonable chance to work, and 
prices go high enough to justify the neces¬ 
sary research and development. In the 
case of oxygen in the air, it won’t even 
be necessary to raise the price. As the 
song says: “The best things in life are 
free”. But, free or not, there will be 
enough. 


' -- ——— ——- — —-——> 

Eastern Economist Annual Number 1976 

EASTERN ECONOMIST dated December 26 (now in Press) is the 
annual number 1976 which will analyze the state of the national economy 
with particular reference to the success achieved by the government in 
containing Inflation. In the light of this analysis It would try to assess 
what needs to be done to profit from the gains on the Inflation front and 
secure the recovery and promote the resurgence of investment, produc¬ 
tion and employment. It is intended to study in this context the fortunes 
of the major areas In the agricultural, Industrial and tertiary sectors. 
Outstanding performance by industrial units in the Investment, production, 
productivity or export field will be specially noted. 

As la characteristic of this aeries, this annual number will be richly 
illustrated with statistics, charts and colour graphs. The aim will be to 
provide a graphic view of the state of the economy as well as the move¬ 
ment of Important economic factors and forces. Priced at Ra 15 per 
copy, the annual number will be available to our regular subscribers 
without extra charge. Copies will be available from leading booksellers 
as well aa from : 

The Manager, 

Eastern Economist, 

UCo Bank Building, 

Parliament Street, 

New Delhi-1. 
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Knock and it shall be 
opened to you 



in the Land of Promise. 


To date, GIDC has made a total 
investment of Rs.44 crores. And 
has thrown open to eager 
entrepreneurs 4000 sheds and 
3000 housing tenements in 
82 industrial estates. 

And that's more sheds and 
housing tenements ever provided 
by any other similar Corporation 
anywhere in India. 


GIDC offers entrepreneurs the 
most comprehensive, 
well-planned package of 
infrastructural facilities: 

An integrated mix of plots, sheds 
and godowns. 

Paved roads. 

Continuous water and power 
supply. 

Choice locations near urban 
centres and alongside vital 
highway/railway communication 
links. 

And GIDC's definition of 
infrastructural facilities 
is not limited to just 
providing basic facilities 
But goes much beyond 
that. 

It provides, right on its estates, 
additional facilities like fire 
brigades, housing tenements, 
telephones, telex services, 
canteens, guest houses, post 
offices, police stations, 
dispensaries, cinema theatres, 
commercial centres, petrol 

pumps and service stations, 
in fact everything to make it an 
ideal estateto build on. 

When necessary, GIDC has 
provided extra facilities like 
special water treatment plants 
and filtration works Ankleshwar 
With 10 mgd, Vapi with 4 mgd 


and Pandesara with 2.5 mgd of 
treated water, are thriving 
examples of this initiative. 

This year, GIDC plans to invest 
Rs. 4 crores-almost 1/3 of its 
total development budget-in 
developing areas. 

Finally, to ensure that industries 
are set up with the least delay, 
GIDC maintains close ties with 
its dynamic partner Corporations 
GIIC, GSFC and GSIC, 



So if you're scouting around for a 
good place to locate your industry... 


Come to Gujarat, 
the Land of Promise 
...and Performance! 


For further details on how we 
can help you,mail the coupon to: 

Marketing Officer 
Gujarat Industrial 
Developmant Corporation 
Fadia Chambers. Ashram Road 
Ahmedabad 380 009 

i Please send me an Information Form • 

i Name.-.— { 

J Address. ■ 

• Nature of Industry Proposed/Existing t 
i i have seen your advertisement m J 
j {Name of Publication) (Date) J 

S Shilpit GC 13/75 A1 a 

k-..——. 


GIDC 

GSFC 

GIIC 

GSIC 


Gujarat Industrial 
Development Corporation 
oHan industrial land, shots and 
infrastructural facilitiaa at 82 location* 


Gujarat Stata Financial Corporation 
offsrs libarai financial assistance 
upioRs 30 lakhs 
Gujarat Industrial 
In vast man t Corporation Ltd. 
tills the investment grp between total 
capital investment and bass capital 
consisting of promoter a share plus 
assistance from other institution* 


Gujarat Small Industrie* 
Corporation Ltd. 

gives raw material and davelopmental 
assistance to small industrits 



••The wheels thet geer 
Induetrlei growth In Gujeret" 
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WINDOW ON THE WORLD 


China and the European Community 


In jubcbnt years relations between China 
and thi countries of western Europe 
have shown a marked improvement. 
All the nine states of the European Com¬ 
munity have officially recognised the 
People’s Republic of China; and since 
1971 the many visits to the country by 
leading European personalities are a clear 
sign of the progress secured in the rela¬ 
tions between Europe and China. Between 
July 1972 and April 1975 visits to Peking 
have been made by the Foreign ministers 
of eight of the nine EEC member count¬ 
ries; and in September 11-17, 1973, 
Georges Pompidou, the then President of 
the French Republic, was the first head 
of an EEC member country to be received 
in China. 

During the same period a number of 
leading Chinese personalities also visited 
Community countries. Among these 
may be mentioned the visit to France and 
Britain in June 1973 of the Foreign 
Affairs minister, Mr Chi Peng-Fei, and 
of his successor, Mr Chiao Kuan-Hua, 
to France and West Germany in Octo¬ 
ber 1974. The first deputy prime minis¬ 
ter, Mr Teng Hsiao-Ping, was received 
in France, in May 12-17. 1975. 

On several occasions during these 
mutual visits the Chinese leaders reitera¬ 
ted their country's support for the pro¬ 
cess of west European integration. 

Chinese support 

Chinese authorities have always criti¬ 
cised the Eueropean Community as a 
capitalist organisation; but since the 
sixties (e.g. in an article in Hong Qi 
dated March 16,1963) they have also been 
emphasising the importance of the Com¬ 
munity as a factor of strength in the inde¬ 
pendence of western Europe from the 
great powers. Since 1964 Peking dip¬ 
lomacy has divided the world not into 
two (communist and capitalist) blocs, 
but into four zones. These consist first, 
of the revolutionary countries and 
secondly, of the imperialist (USA and 
USSR) blocs; and between them the first 
.ntermediate zone, comprising the peo¬ 
ples of the third world, and the second 
ntermediate zone made up of industrial 
capitalist nations seeking their own inde¬ 
pendence. 

The Chinese press has paid increasingly 
dose attention to the development of the 
Suropean Community in recent years. 


| This Is an outline of the deve- 
I lopment of relations between 

China and the EEC given by the 
Commission of the European 

Communities. 

In 1971 and 1972 several articles publi¬ 
shed by the New China News Agency 
welcomed the enlargement of the EEC as 
another defence measure by the countries 
of western Europe against the “hegemony 
of the super powers”. The Chinese 
press also commented favourably on the 
Paris summit and the 1972 agreements 
with the EFTA countries. 

More recently the Chinese newspapers 
have been commenting on Community 
policies towards developing countries. 
They approved of the Community desire 
to enter into discussions with oil-pro¬ 
ducing countries and attempting to avoid 
any kind of confrontation between pro¬ 
ducers and consumers. Extremely favour¬ 
able comments appeared regarding the 
Lome Convention, which is represented 
not only as a victory for the third world 
in its struggle to overthrow the former 
international economic order, but also 
as a new step by the EEC member coun¬ 
tries towards the improvement by nego¬ 
tiation of their economic relations with 
the countries of the third world 

China's official interest in the Commu¬ 
nity has been reflected in her administra¬ 
tion and diplomacy. At the end of 1972 
the Foreign Affairs ministry set up a 
separate division to deal with European 
Aflairs, which had previously been hand¬ 
led in a department which was also con¬ 
cerned with Oceania and America. As 
soon as a Chinese embassy had been 
accredited to the kingdom of Belgium, 
Chinese diplomats began making infor¬ 
mal contact with Commission officials to 
ascertain how the Community functioned 
and to appraise its internal and external 
development. On October 11, 1973 

the New China News Agency opened 
its office in Brussels and two corres¬ 
pondents were thereupon accredited to 
the Commission. 

In May 1972 the Chinese premier, Mr 
Chou En-Lai, granted an interview to 
a special correspondent of Agcnce France 
Presse, mentioning the possibility that a 
diplomatic mission mignt be accredited 


to the Community. The Dutch Foreign 
Affairs minister, Mr. Van der Stoel, when 
he came back from Peking on January 6, 
1975, definitely announced that the Peking 
government desired permanent contact 
with the Community. In April 1975, 
Mr Chou En-Lai told M. Tindem&ns, 
the Belgian premier, who was making a 
10-day visit to China, that his country 
contemplated appointing an ambassador 
to the Community. 

outline proposals 

The European Community itself has 
taken steps to preserve the continuity 
of existing trade links with China. It 
was part of the process of setting up a 
common commercial policy for the 
Community that the bilateral trade agree¬ 
ments between the member countries and 
China should expire at the end of 1974; 
and the Community has now submitted 
to the Chinese government—as it has 
to those of the other state-trading count¬ 
ries—-an outline proposal for an agree¬ 
ment to indicate the main lines which 
would be followed in negotiating a possi¬ 
ble trade agreement between China 
and the Community. This was sent to 
Peking in November 1974 through the 
Chinese embassy in Brussels. After 
this, at the beginning of 1975, the Chinese 
embassy transmitted to Sir Christopher 
Soames (Vice-President of the Commis¬ 
sion) an invitation to visit China from 
the Chinese People’s Institute for Inter¬ 
national Relations. 

Sir Christopher Soames made his visit 
to China from May 4-11, 1975. He was 
accompaneid by senior Commission 
officials. During this visit he met the 
prime minister, Mr Chou En-Lai, and the 
deputy piemier, Mr Li Hsien-Nien, and 
also had discussions with Mr Chiao 
Kuan-Hua, minister for Foreign Affairs. 
At a dinner given by Mr Chiao on May 6, 
Sir Christopher had talks with Mr Li 
Chiang, minister for Fxteiral Trade and 
Mr Yao I-Iin, deputy minister for Fore¬ 
ign Affairs with whem be had further 
talks on the following day. After this 
discussions were held between members 
of the Commission delegation and senior 
officials in the Chine:e Foreign Affairs 
ministry. 

The exchanges of views with the 
Chinese government authorities were very 
wide in scope and extremely fiank. The 
subjects discussed included a number 


BASTTPN ECONOMIST 


69 


JANUARY 9, 1976 



of international questions, such as rela¬ 
tions between industrial and developing 
countries; energy, raw materials and food 
stuffs; development prospects for the 
European Community; and the future 
relations of the EEC with other parts 
of the world. Alike in his public state¬ 
ments and in conversation with his 
Chinese hosts. Sir Christopher had the 
opportunity of explaining the develop¬ 
ment of the Community and describing 
the main aspects of its policy, especially 
in regard to the developing world. The 
Chinese, too, gave a further account of 
their own ideas, which are already quite 
well known and include support for closer 
European unity. The two parties agreed 
on the need for future discussions on 
international economic problems to be 
handled in a spirit of discussion and co¬ 
operation rather than of confrontation 
and rivalry. 

The discussions also had a bearing on 
future relations between China and the 
European Community. They brought 
out two important points. The first 
was, that the Chinese Foreign Affairs 
minister told Sir Christopher *hat his 
government had now decided to enter 
into official relations with the Community 
as such, and to appoint an ambassador 
to it. Sir Christopher welcomed this 
decision on behalf of the Community, 
adding that it was a very constructive step 
towards closer and more fruitful future 
relationships between China and the 
Community. 

new proposals 

Secondly, Sir Christopher con¬ 
firmed the implications of the outline 
agreement by saying that the Community 
was willing to negotiate a suitable trade 
agreement with China to replace the pre¬ 
vious bilateral agreements with member 
countries which had now expired. The 
Chinese ministers announced their deci¬ 
sion to examine this proposal in a favour- 
X able light; and before the visit ended it 
\ was possible to make a start with a pre- 
X liminary exchange of views—both at the 
ministerial and the official level—on 
various aspects of the agreement. It 
was agreed that the next stage in the ex¬ 
ploratory talks should take place in Brus¬ 
sels. In conformity with the usual 
Community practice, it is only after these 
exploratory talks that the Commission 
will draft precise proposals to Council 
P regarding the official opening of negotia- 
v tions. 

Both at Peking and in the European 
parliament (June 18,1975) Sir Christopher 
expressed the Commission’s satisfaction 
at the substantial progress made possible 
by his visit; and this satisfaction was 


echoed in the debate by most of the par¬ 
liamentary political groups. The deci¬ 
sion of China, after mature reflexion, 
to accredit an ambassador to the Com¬ 
munity, sets relations between the EEC 
and China upon a normal basis in line 
with the similar action taken by a hundred 
or more countries in different parts of 
the world. This will certainly lead, Sir 
Christopher said, to more extensive under¬ 
standing between the two parties. The 
accreditation and acceptance of an am¬ 
bassador will make it possible to develop 
frequent and natural contacts with all 
the Community institutions. This will 
make for deeper knowledge and under¬ 
standing of the respective standpoints 
and interests of the People’s Republic of 
China and the Community. 

decision hailed 

At the press conference which followed 
the meeting of the European Council 
on July 17, 1975, the president in office. 
Signore Moro, stated that the Council 
was gratified by the decision of China to 
establish official relations with the Com¬ 
munity, thus opening the way to closer 
relationships between China and Europe. 

The trade between the Community 
and China has shown a regular expan¬ 
sion in recent years. The jump in 1973 
was due to the inflation, but the 1974 
figures show a more normal growth 
Table 1. 

The share of China in the total external 
trade of the Community amounted in 
1973 to only 0.8 per cent. The share of 
the Community in China’s trade has been 
growing smaller, amounting to 14.2 per 
cent in 1972, followed by 12.3 per cent 
in 1973 and about 11 per cent in 1974. 
On the 1973 figures the Community share 
of 12.3 per cent ranks after Japan 
(22.8 per cent) and Hong Kong (13.1 
per cent), but before the United States 


Trade 


(8.6 per cent) and the Soviet Union 
(2.7 per cent). 

About 90 per cent of the Community 
exports to China consist of industrial 
plant items, transport materials, mis¬ 
cellaneous manufactures and chemicals. 

• 

traditional exports 

Among the Chinese exports to the 
Community, food products and raw mate¬ 
rials account for about half the total, 
but the proportion of manufactured 
goods has been increasing. 

The composition of the trade in 1973 
showed various changes compared with 
the previous year. The Community ex¬ 
ports of chemicals rose from 11.5 to 
15.6 per cent of the total, while those of 
machinery and equipment came down 
from 31.1 to 25.4 per cent. Among the 
exports from China the proportion accou¬ 
nted for by raw materials fell from 36.2 
to 21.4 per cent, while the exports under 
the manufactured goods headings rose 
from 30.6 to 44.9 per cent. The com¬ 
parative importance of the different cate¬ 
gories in 1972 and 1973 is given in Table II. 

Unlike other sta*e trading countries, 
China docs not resort to long-term 
credits in the attempts to cover 
her important requirements of in 
vestment goods. The volume of the 
trade is determined by the growth 
is China’s exporting capacity. The 
Chinese authorities have confirmed the 
principle of refusing foreign credits. 
At the end of 1972, an exception was 
introduced by the use of the delayed pay¬ 
ments formula, and this became general 
in 1973 and 1974 in the purchase of a large 
number of complete plant units. 

To ensure continuity in the trade pend¬ 
ing negotiation of a Community trade 
agreement, the Council adopted in March 

,E I 

EEC and China 



Million units of account 

Increase on previous 
year in per cent 

1972 

1973 

1974 

1973 

1974 

Imports 

432.5 

535.0 

689.0 

23.8 

28.7 

Exports 

381.9 

597.0 

772.0 

56.0 

29.3 

Total 

814.4 

1,132.0 

1,461.0 

39.0 

29.0 

Balance 

—50.6 

+62.0 

+83.0 
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1975 an autonomous system of imports 
applying to China and to other state 
trading countries. This determines the 
quotas and other import facilities to be 
opesed in 1975 by the individual member 
countries for products subject to quantity 
restrictions; and it lays down the rules ana 
procedures for the making of any desired 
changes ip the import arrangements. 

trade liberalisation 

a Considerable progress has lately been 
made in liberalising the trade. Out of 
1,098 headings in the common customs 
tariff of the EEC, the Community libera¬ 
tion list, as applied to China, now includes 
857 headings (including 99 partial de¬ 
restrictions). As regards the duties 
chargeable, the Community is anxious to 
avoid compromise to the expansion in 
'jfade. It accordingly adheres to the terms 
of its statement made on November 12, 
1974, applying the most-favoured-nation 
clause subject to the usual exceptions. 

A word about Chinese economy. In 
area the People’s Republic of China is 
the third largest country in the world, 
covering 9.6 million sq. km, which is 
surpassed only by USSR and Canada. Its 
population is between 800 aid 900 million, 
and is thus bigger than any other country 
in the world. The present annual growth- 
rate is two per cent per annum, so that 
China expects to have a population of a 
billion within about 10 years. 

Estimates of the GNP and the National 
Income in recent years have been appro¬ 
ximately as follows: 

(Billion dollars) 


GNP National 
Income 


1970 

120 

95-90 

1971 

132 

95-100 

1972 

139 

103-107 

1973 

150 

110-115 

! 1974 

157 

117-120 

The GNP in 

1974 compared 

with the 

EEC, the USA and the USSR 

in billion 

US dollars is given below: 


China 

157 


EEC 

890 


USA 

1,220 


USSR 

620 



Those in charge of the destinies of 
China assign an absolute priority to 
agriculture. The principle they follow 
is that agriculture should be taken as the 
foundation and industry as the principal 
side factor. 

China is still a developing country 


and 80 per cent of the population consists 
of country-dwellers. It has adopted a 
development strategy primarily aimed 
at providing early cover for the vital re¬ 
quirements of the population. The cam¬ 
paigns of the Chinese authorities are 
therefore primarily directed at increasing 
agricultural production and to a lesser 
extent to the setting up of light industry. 
The results of this policy are, for the most 
part, encouraging; and on the agri¬ 
cultural side, China can proudly boast 
that she has eliminated famine. 

Agricultural production per inhabitant 
is estimated at about 300 kg of cereals. 
Since I960 the annual imports of grain 
have been six million tons (in 1973 raised 
to nine million tons). 

The Chinese production in 1973 in¬ 
clude 250 million tons of cereals, 4.7 
million tons of sugar and 12 million tons 
of meat. According to official Chinese 
sources 1974 was a good crop year for 
cereals, with a total of 260 million tons. 
On the industrial side light industry has 
priority over heavy industry even though 
the biggest individual investments have 
been in heavy industry. 

The provincial systems are organised 
around a five-industry nucleus—steel, 
coal, cement, chemical fertilizers and 
agricultural equipment. The experiment 
is still in its early stages. The accent is 
put on keeping the balance between the 
different regions. Chinese industry has 
shown a certain pragmatism in its deve¬ 
lopment. Material stimulants of a 
collective character are sometimes put 
into operation. 

In 1973 China produced 100 million 


kWh of electric energy, 25 million tons 
of steel, 360 million tons of coal and 24 
million tons of cement. A fact to be 
noted is China’s rapid expansion as an 
oil producer. In 1963 the production 
of crude oil was only 6.5 million tans, 
but 10 years later it had reached 50 miMon 
tons. China was an importer of oil in 
the fifties and sixties, but in 1970 she had 
become an exporter. 

The economic growth-rate in 1974 was 
around eight per cent The expansion 
rates in industry tend to run ahead of those 
in agriculture. It is estimated that the 
1974 production of oil will have been bet¬ 
ween 65 and 75 million tons of crude. 

The current five-year development 
plan came into operation in 1971; and 
since then the total economic growth has 
been 4L per cent. Indications available 
regarding the plan targets suggest that, 
at the end of the five years, the expected 
growth of 50 per cent will have been 
secured. 

The next five-year plan, coming into 
operation in January 1976, is aimed at 
an industrial growth-rate of 15 per cent 
per annum so that production wifi have 
doubled by 1980. Agriculture is still 
the central preoccupation of the Chinese 
authorities. The national agricultural 
development programme, which was to 
have been completed by 1967, will have 
been surpassed by 1980. It seems that 
after 1975 the accent will be on making 
cu'tivation more intensive, which is likely 
to result in a bigger demand for fertilisers 
and agricultural machinery. 


Table II 

EEC Trade with China 


(per cent) 


Community exports to 
China 


Community imports 
from China 


• 

1972 

1973 

1972 

1973 

Food products 

_ 

0.06 

22.7 

26.8 

Drink and tobacco 

Raw materials (excl. mineral 

— 

0.02 

1.8 

0.5 

fuels) 

Mineral fuels, lubricants and 

2.3 

2.6 

36.2 

2L.4 

connected products 

Ofis, fats and greases (animal or 

— 

— 

0.3 

0.3 

vegetable) 

0.4 

0.3 

1.1 

0.T 

Chemicals 

Manufactured goods classified by 

11.5 

15.6 

7.0 

5.2 

material used 

45.1 

50.3 

21.9 

33.4 

Machinery and transport material 

31.1 

25.4 

0.3 

‘ 0.3 

Miscellaneous manufactures 

Goods and transactions not 

1.3 

1.9 

8.6 

5.6 

classified by product 

0.3 

3.8 

0.1 

5,9 

Total 

100.0 

100.0 

100.0 

100,0 
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Xested 
goods sell 
better 

Whatever the product you make. Shriram Test 
House can help you improve it - and your 
profits. 

What does our Test House offer you ? Quick and dependable testing 
facilities to help you at every stage, from the selecting of raw materials 
to assessing the finished article. And we can help you make your 
products to various specifications. 

Shriram Test House is provided with the most modern equipment and is 
staffed by experts. They can guide you in determining the quality of 
thousands of items; from food to fuels, textiles to metals, plastics to 
pharmaceuticals & pesticides, electricals to electronics, etc. 

The ShriramTest House Certificate is recognised as a guarantee of high 
quality by private firms as well as by the I.S.I.,D.G.S.&D V Export Promotion 
Councils and many Government and Semi-Government organisations. 
Why not ask us about our facilities for solving your particular problem ? 
There is no consultation fee. Write to us at 19 University Road, Delhi *7, 
or give us a ring at 227954. 


o 

SHRIRAM TEST HOUSE 
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TRADE 

WINDS 


, Voluntary Disclosures 

Tiu: estimate of the total 
disclosures has been placed at 
Rs 1450 crores: disclosed in¬ 
come of Rs 700 crores and 
disclosed wealth of Rs 750 
crores. This involves a total 
' revenue of over Rs 250 crores 
by way of taxes on income 
and wealth, in addition to this, 
Rs 40 crores have been invest¬ 
ed in government securities. 
The union minister of state 
for Banking and Revenue, Mr 
Pranab Mukherjcc, stated that 
though the time limit for the 
voluntary disclosure scheme 
expired on December 31, those 
who had “somehow not been 
able to avail of it*’ could still 
disclose wealth under the nor¬ 
mal provisions of tax laws. 
Mr Mukherjee in a broadcast 
reported the “resounding suc¬ 
cess” of the scheme and added 
that though no concessional 
tax rates would be applicable 
to such disclosures the autho¬ 
rities had the power to give 
immunity to the declarer in 
respect of penalties and prose¬ 
cutions. 

Strong Warning 

While offering the olive 
branch in one hand, Mr 
Mukherjee brandished the stick 
j with the other. He warned 
that the government now pro¬ 
posed to cry a halt to the 
policy of‘forget and forgive’. 
The machinery of the income- 
tax department was being 
geared once again to deal with 
offenders who had not co-ope¬ 
rated with the government. 
It was, therefore, taking ade¬ 
quate steps to strengthen the 
department so that the drasti¬ 
cally amended lax laws for 
eradicating the endemic prob¬ 
lem of tax evasion could be 
) properly adminislcicd. Tax 
evaders had now only two 
options open to them—to come 


clean and 1 pay taxes due from 
them under the normal tax 
laws, or face enquiries, inves¬ 
tigation and consequent penal¬ 
ties and prosecution. Mr Muk¬ 
herjee load no doubt that they 
would take the first option. 

Assistance to Tanzania 

India is to aid Tanzania to 
establish a cycle and water 
pumps factory and a cement 
plant, besides small scale in¬ 
dustrial units in that country. 
This possibility emerged during 
a discussion between visiting 
Tanzanian Finance and Plann¬ 
ing minister, Mr Amir Jamal 
with External Affairs minister 
Mr Y. B. Chavan at a meeting 
of the Indo-Tanzanian joint 
commission. Mrs Gandhi paid 
rich tribute to the wise and far- 
seeing leadership of President 
Nyrere of Tanzania and said 
the people of India who hold 
him in high regard, are look¬ 
ing forward to his forthcom¬ 
ing visit to India. 

Schemes for implementing 
the proposals for co¬ 
operation in the field of 
training pilots and ground 
engineers in civil aviation, 
consultancy services for 
Tanzanian Railways and ex¬ 
pertise in the field, of agricul¬ 
ture and scientific research 
were also finalised. The Tan- 
vanian side is particularly im¬ 
pressed by India’s strides in 
small scale industries, which 
the Tanzanian delegation 
thought would be most suited 
to their country. Some 800 
Indian experts arc already 
working in Tanzania in various 
fields. The Tanzanian delega¬ 
tion had appreciated highly 
the services rendered by Indian 
experts. Mr Chavan assured 
the Tanzanian delegation that 
India would like to co-operate 
with them in economic and 


other fields within the limits 
of India’s resources. 

IFCI Loans 

Mr Baldev Pasricha, chair¬ 
man, Industrial Finance Cor¬ 
poration of India (IFCI), dis¬ 
closed that of the total loan 
assistance of Rs 627 crores 
given by the corporation, since 
the formation, to about 751 
projects, 31 per cent had gone 
to the projects located in the 
less developed areas. The cor¬ 
poration had been giving due 
consideration for the develop¬ 
ment of the backward areas 
even before the recommenda¬ 
tions of the Pande committee 
were out. While agreeing with 
the views of the chamber that 
the corporation had given 
more loan assistance to sugar, 
textile and olher traditional 
industries and also to the 
cooperative sector, he said, 
initially the corporation had 
been giving more assistance 
to the sugar and textile indus¬ 
tries. The corporation had 
also been giving special atten¬ 
tion to the growth of the co¬ 
operation sectors. 

Mr Pasricha who was ad¬ 
dressing the Bengal National 
Chambers of Commerce and 
Industries informed that quite 
a number of non-traditional 
industries in Bengal received 
loan assistance from the corpo¬ 
ration. He felt that there were 
lot of scope in Bengal for the 
development of industrial co¬ 
operatives and also for new 
industries in jute processing 
and fabrication, fish process¬ 
ing, oil seeds, textiles and 
petro-chcmical downstream 
units. 

Bombay High Oil 

The production of crude 
from Bombay High will com¬ 
mence from March next. The 
submarine pipelines are ex¬ 
pected to be installed by 
February next year. Besides 
fabrication of off-shore plat¬ 
forms including firsi-single- 
buoy mooring system is in 
progress. The self-elevating- 
self-propelled, jack-up type 
drilling platform — ‘Sagar 
Samrat—which had earlier 
drilled five oil-bearing explo¬ 
ratory wells, was busy drilling 
two development wells on the 
Bombay high. One of the deve¬ 


lopment wells had been com- , 
pletcd by November and the 
second one was expected to ; 
be completed shortly. 

According to plans drawn « 
up for the area, production ; 
from the Bombay High would 
initially be at the rate of two 
million tonnes a year by the 
end of 1976 and it would be ! 
doubled by 1977. Later, crude j 
production will be progressi- 1 
vely increased to 8 to 10 million « 
tonnes a year by the end • 
of the decade. Thus, with the ! 
assured supplies of two million \ 
tonnes of crude from Bombay! 
High next year, the country , 
will be able to have at least \ 
Rs 180 crores in foreign ex-; 
change. An official press re- | 
Iea 4 e assessed that the ' 
current calender year marked 
a positive step to achieve ; 
self-sufficiency in crude supply 
in the shortest possible : 
time. From a production of j 
two million tonnes by the end j 
cf next year, the Bombay ; 
High, it is stated, will ultima- J 
tely yield 10 million tonres of! 
crude by the end of*he cur¬ 
rent decade. 

Indo-Sri Lanka 
Meeting on Tea 

Sri Lanka hopes to host a J 
meeting of the ministers of; 
tea exporting countries in ? 
Colombo in mid-February, 
1976. Efforts are also being • 
made by important tea export- 
ing countries such as India j 
and Sri Lanka to achieve an 5 
International Tea Agreement 
among the tea producing and 
exporting countries. The Chair- ■ 
man of Sri Lanka Tea Board * 
and permanent Secretary of 5 
the ministry of Plantation In- 1 
dusties, Mr. Ajit Goonctillckc ■ 
was in this country to discuss \ 
these issues and other topics! 
of mutual interest with the; 
Indian authorities. He has ! 
already met the Commerce i 
Secretary and the Chairman of ' 
the Indian Tea Board in this ■ 
connection. He has also visit- | 
ed Calcutta to study the work- \ 
ing of the Indian Tea Board ; 
and the Plantation Industry? 
and trade circles. s } 

India and Sri Lanka arc - 
major producers of tea. Both 
the countries arc interested in 
the maintenance of inter¬ 
national prices of lea to pro -1 
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mote exports.- Sri Lanka ox- 
ports nearly 20 crore kgs of 
tea per year valued at Rs. J30 
crores which is over 60 per 
cent of the country’s foreign 
exchange earnings. Recently 
all tea plantations owned by 
local as well as foreign com¬ 
panies have been nationalised 
in Sri Lanka. A Sri Lanka 
Tea Board come into ope¬ 
ration from January 1, 1976 
which took over the func¬ 
tions of research and develop¬ 
ment, promotion and exports 
of tea which were till now 
looked after by various depart¬ 
ments, of Sri Lanka govern¬ 
ment. 

India’s tea exports last year 
amounted to 21.7 crore kgs. 
valued at Rs 215 crorcs, The 
United Kingdom is the biggest 
importer of Indian tea follow¬ 
ed by the USSR. The exports 
of Indian packed lea have also 
registered spectacular rise over 
the last few years and in the 
current year, these are expect¬ 
ed tO’be 100 per cent more. 

Oil Supplies from UAE 

Petroleum minister, Mr 
K.D. Malaviya, visited Abu 
Dhabi to hold discussions with 
United Arab Fmiratcs govern¬ 
ment regarding cooperation 
between the two countries in 
the field of oil industry, in¬ 
cluding supply of crude to India 
during 1976. UAE offered 
India one million tonnes 
of crude during 1975. This 
was the first ever supply to 
India from Abu Dhabi who 
has not been a traditional 
source of crude supply to 
India. In recent years, how¬ 
ever, there has been greater 
cbn'act between the twocoun 
tries and cooperation between 
them in many areas has been 
growing. 


A Joint Commission for 
Economic, Technical and Scien¬ 
tific Cooperation between the 
two countries was set up in May 
last year. This was followed 
by the visit of UAE President 
to India during January 1975, 
when bilateral cooperation in 
all aspects Was discussed and 
the two sides agreed to parti¬ 
cipate in joint ventures in the 
UAE and India, as well, as in 
third countries. UAE is locat¬ 


ed in an area .where some $f 
the world’s richest oil reserves 
are found and the country has 
steadily grown into one of the 
largest expoiters of oil in 
West Asia. 

LIC Anhounces Bonus 

Announcing the results of 
the tenth valuation of ifs 
assets and liabilities as bn 
March 31, 1975, Mr R. B. 
Pradhan, Chairman of the 
Life Insurance Corporation 
of India has pointed out that 
the Corporation has been 
able to maintain the rates of 
bonus at the current level ui 
spite of the adverse economic 
conditions through which the 
Corporation has passed dur¬ 
ing the last two years.* 

The rajes of bonus declared 
in the valuation are as under: 
Whole Life Assurances: Rs 22/- 
per thousand sum assured per 
annum. Endowment Assu¬ 
rances: Rs 17.60 per thousand 
sum assured per annum. 
Bonus declared on participat¬ 
ing policies of erstwhile insu¬ 
rers arc in accordance with 
the Life Insurance Corpora¬ 
tion of India (Classification 
of Policies for Differential 
Bonuses) Regulations 1961. 
The total business in force as 
at the date of valuation was: 
Total number of assurance 
Policies 18.8 million; Sum 
assured and bonuses there¬ 
under Rs 13,309 crores; Tetal 
number of annuity policies 
9,746; Amount of Life Annui- 
t'cs per annum Rs 8,14 crorcs. 

Rate of Interest Earned 

The net rate of imerest 
earned during the two years 
covered by the valuation was 
6.34 per cent for 1973-74 and 
6.25 per cent for 1974-75. The 
average interest earned during 
the period was 6.2 r * per cent 
as compared to 5.82 percent 
in the preceding inter- 
valuation period. The improve¬ 
ment in the interest earning 
has been kept up. Taking 
into account the improvement 
in the interest earnings, the 
following rate of interest has 
been adopted: For Assurances 
other than Group Pure Endow¬ 
ment 3-3/4 per cent; For 
Group Pure Endowment 5 per 
cent and For Annuities 4 per 
cent. For the main tables, this 


represents an increase in the 
valuation rate by 3/8 per cent. 

The renewal expense ratio 
(adjusted for Group Insurance 
business) during the period 
covered by the valuation arc 
as under: 1973-74 15.43 per 
cent, 1974-75—19.64 per cent. 
The spiralling increase in cost 
of living index and the in¬ 
crease in the Dearness Allow¬ 
ance linked to the cost of 
living index, increase in ex¬ 
penses of management like 
postage, telephones, printing 
and stationery, 1 ravelling and 
other ancillary equipments for 
conducting the business, to 
name a few, coupled with the 
low production achieved in 
the ordinary life business have 
contributed to the higher ex¬ 
pense ratio rccorbed.in the 
year 1974-75. 

Education In Accounting 

The Council of the Insti¬ 
tute of Chartered’ Accoun¬ 
tants of India has decided to 
take a long range loojc at the 
educational requirements of 
the country for the future. 
Mr P.M. Narielvala, President 
of the Institute, stated at a 
press conference in the capital 
recently that a special com¬ 
mittee known as the “Review 
Committee for Accounting 


Education 9 * has been set up 
4o t review the existing system 
of'education and to make re¬ 
commendations so that the 
chartered accountants might 
to able to face adequately the 
changing environment, new 
challenges and problems of 
the future. Mr Narielvala 
added that the committee had 
already started its work and 
its report would be ready by 
the end of 1976. 

Mr Narielvala made a re¬ 
ference to a recent order—the 
Manufacturing and other Com¬ 
panies (Auditor’s Report) Or¬ 
der 1975—which has been 
issued by the government of 
India under section 227(4A) 
of the Companies Act, 1956 
which has thrown certain new' 
responsibilities on k auditors. 
The new order has recommen¬ 
ded an internal audit system 
for companies with paid-up 
capital exceeding Rs 25 • lakhs 
and has also recommended 
adequate internal control pro¬ 
cedure on purchases besides 
physical verification and valu¬ 
ation Of stocks and proper re¬ 
cords of fixed assets. Mr 
Narifclvala was confident that 
the auditors would shoulder 
the new responsibilities in as 
effective a manner as hitheto. 

The Institute has decided 


DEFENCE OFFERS 
GOLDEN OPPORTUNITY 

TO Industrialists & Entrepreneurs. 

THROUGH Indigenous supply of thousands of 
Defence items displayed pt Ordinance Sample 
Room at Signal Hill, AvenTie Road, Tank Road, 

P.O. BOMBAY-33 (Tele. No. 394741/43) 

Full information available. 
at Sample Room 

HELP YOURSELF 
SAVE FOREIGN EXCHANGE 
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to take up at the appropriate 
level the question of lateral 
entry of chartered accountants 
in the Indian administrative 
services and other central ser¬ 
vices. It would also pleaded for 
the inclusion of subjects con¬ 
nected with the chartered ac¬ 
countants course in the list of 
subjects for the Indian admi¬ 
nistrative services and other 
central services examinations. 

Supply of Power and 
Coal 

Power generation in the 
country touched its highest 
240.7 million units a day as 
against the estimated require¬ 
ment of a little over 241 
million units on December 12 
and the performance is being 
steadily maintained. On the 
coal front, a production of 
8.6 million tonnes in Decem¬ 
ber look the total during the 
12 months of this year to 
95.3 million tonnes, represent¬ 
ing an increase of 12 million 
tonnes over the previous 
year’s performance. The con¬ 
sumers’ demands of coal were 
met in full and there have 
been sufficient stocks at the 
producers' and consumers’ end. 
The output per man-hour 
shift had also gone up distinct¬ 
ly and there was complete in¬ 
dustrial peace, following the 
wage agreement which gave 
each mine worker over Rs 100 
more to his monthly earnings. 

Hydel Generation 

The hydel generation in 
the states of Tamil Nadu, 
Karnataki and Maharashtra 
touched 17, 18 and 17 million 
units a day respectively. The 
requirements of essential con¬ 
sumers, continued process in¬ 
dustries and domestic consu¬ 
mers were fully met except 
for the demand cuts imposed 
in Maharashtra and the energy 
cuts in Karnataka. Karnataka 
had, however, imposed restric¬ 
tions on certain categories of 
loads with a view to spreading 
out the shortages evenly over 
the period uplo the onset of 
the next monsoon. The Delhi 
Electric Supply Undertaking 
touched an ail-time generation 
record of 6.64 million units a 
day lor four consecutive days. 

The thermal units in the 
country generated 9 to 10 per 


cent more, from April to 
December, than what was 
generated during the corres¬ 
ponding period last year. The 
additional requirements of 
Rajasthan were met partly by 
over drawal from Chambal 
and partly from Badarpur 
after parallelling of the 220 
KV Badarpur-Jaipur trans¬ 
mission line on November 30. 
Badarpur also supplied power 
to Himachal Pradesh from 
December 1 to meet the 
shortage in the State. Power 
supply in Uttar Pradesh im¬ 
proved considerably during 
this month, although notified 
restrictions remained in force. 

All essential repuirements 
were met and the thermal 
stations in the s'ate were 
functioning normally. Madhya 
Pradesh received relief from 
Rihand Power Station in 
U.tar Pradesh and the Cham¬ 
bal system. 

Satisfactory Position 

In Tamil Nadu, the power 
supply position continued to be 
satisfactory and there were 
no restrictions on power 
consumption in the state. 
The state abo received 
regular relief from Kerala. 
There were no restrictions on 
power consumption in Andhra 
Pradesh. The slate received 
relief from Orissa to meet its 
shortages. Orissa provided 
relief to the Bihar to meet its 
requirements. The DVC, 
system generated on an aver¬ 
age 13 million units a day. 
The Monitoring Cell in the 
Central Electricity Authority 
keeps a close and continuous 
watch over the performance 
of thermal stations with a 
view of taking timely and 
remedial action* wherever 
necessary. 

Tobacco Board 

Under the provisions of 
the Tobacco Board Act, 1975, 
the central government has 
announced the establishment 
of the Tobacco Board with 
effect from January 1, 1976. 
The Board has its head office 
at Guntur in Andhra Pradesh 
which is the biggest centre 
for the production and mar¬ 
keting of Virginia tobacco, the 
main export variety of the 
country. Mr R. Tirumalai, 


Additional Secretary, ministry 
of Commerce becomes the 
Chairman of the Board and 
it has 20 members in addition 
to the Chairman. Besides re- 
prc.*enL.tives from the minis¬ 
tries of Agriculture and Irri¬ 
gation, Commerce, Finance, 
Industry and Civil Supplies, 
ICAR and the state govern¬ 
ments of Andhra Pradesh, 
Bihar, Gujarat and Karna¬ 
taka, it has three Members of 
Parliament, three representa¬ 
tives of Tobacco growers, two 
representatives of dealers and 
exporters, one representative 
of manufacturers and two ex¬ 
perts in tobacco marketing as 
members. 

The establishment of the 
Tobacco Board satisfies along 
felt need for having an integ¬ 
rated institutional ict-up for 
this important export com¬ 
modity and is expected to go 
a lo.igway in the fuller utilisa¬ 
tion of the export potential 
and in assuring a fair return 
to the growers of tobacco. 
Regulation of production and 
marketing of tobacco is en¬ 
visaged through a system of 
registration of growers, dea¬ 
lers, exporters, etc. 

For meeting the expemes 
of the Tobacco Board, the 


Tobacco Cess Aqf ( 1975. pro¬ 
vides for the levy cf a duty of 
excise at the ra e of one paisa 
per kilogram on Virginia 
tobacco sold at the auction 
platforms registered with the 
Board and a duty cf customs 
at such rate not exceeding 
one per cent ad valorem on 
tobacco exported from India 
as the central government 
may specify. For the present 
only the duty of customs at a 
rate of J per cent ad valorem 
on all tobacco which is ex¬ 
posed. is being levied with 
effect from January 1, 1976. 

Leipzig Spring Fair 

The 1976 Leipzig Spring 
Fair is expected to attract 
more than 9,000 exhibitors 
from some 60 countries and 
visitors from 100 countries. 
Within the various product, 
groups branches of manufac¬ 
turing which make an above- 
average contribution to tech¬ 
nological advance will be 
emphasized in ihe form of 
special groups. A wide range 
of specialist events has been 
organised to provide infor¬ 
mation on present and future 
trends in the economic,scienti¬ 
fic and technical spheres. 

As many as 4,200 GDR ma¬ 
nufacturers and exporters have 


NOTICE 



OIL INDIA LIMITED 

(Joint sector enterprise of the Government of 
India and the Burmah Oil Company, for exploration, 
development, production and transportation of 
crude oil in the Company's leased/licenced areas 
in Assam & Arunachal Pradesh). 

It is hereby notified for public information that Messrs 
Oil India Limited, Duliajan, Assam, are giving a Notice 
under Section 21- of the Monopolies and Restrictive 
Trade Practices Act, 1969 to the Secretary, Department 
of Company Affairs, New Delhi, for expansion of their 
crude oil Pipeline in Assam for transportation of 
additional crude oil. Any person interested in the 
matter may make representation to the Secretary, 
Department of Company Affairs, New Delhi, within 
fourteen days of publication of this Notice. 
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announced their participation 
in all product groups. The 
country now holds tenth place 
among the world’s nations 
with the highest output of 
industrial products. 

Displays will be centred aro¬ 
und machine tools, food proces¬ 
sing and packaging machinery, 
metallurgical products, heavy 
machinery, electrical engine¬ 
ering products, automation 
equipment, data processing, 
office machines, agricultural 
and building machinery and 
consumer goods. Of the 
socialist countries other than 
the GDR the Soviet Union 
will have the largest exhibition 
—a collective show of 8,000 
items on 12,000 sq. metres of 
floor space. It will include 
sophisticated machine tools, 
scienttfic instruments, metal¬ 
lurgical and electrical products 
heavy machinery and agricul¬ 
tural and building equipment. 
The fact that Leipzing is a 
place of useful contacts bet¬ 
ween the socialist and the 
capitalist nations is reflected 
in the participation of more 
than 20 Arab, Asian, Latin 
American and African deve¬ 
loping ' countries and 26 
capitalist industrial nations. 

The following countries ex¬ 
pect to have official collective 
or product group exhibitions: 
Iraq, Syria, Algeria, Lebanon 
South Yemen, Morocco, 
India, Iran, Pakistan, Malay¬ 
sia (for the first time), Indo¬ 
nesia, Brazil, Colombia. Mexi¬ 
co, Ecuador, Argentina, 
Nigeria, Ghana and Somalia. 
About half of the capitalist 
countries have booked space 
for official information stands 
including France, Britain, 
Italy, Austria, Belgium, 
Japan, Holland, the USA and 
Australia. For the first time 
the U S. Department of Com¬ 
merce is organising a joint 
display of automation equip¬ 
ment, precision instruments 
and laboratory equipment. 
Six joint stands of British ex¬ 
porters will be under the auspi¬ 
ces of the Department of Trade. 

Special emphasis is on 
the following Product 
groups-machine tools includ¬ 
ing the “special-purpose 
machinery” special group 
(about 20 countries)* food 


processing and packaging 
machinery including the 
“packaging” special group 
(about 20 countries), electrical 
engineering automation equip¬ 
ment and techniques with the 
‘‘automation” and “data 
processing” special groups 
(about 25 countries), textiles 
and clothing with the “ready¬ 
made outerwear” special 
group (more than 20 countries 
glassware and earthenware 
(some 15 countries). 

River Barak Accord 

A long-standing inter-state 
river problem in north-eastern 
India was solved when an ac¬ 
cord was reached on investi¬ 
gations to be carried out for 
a flood control-cum-power 
project at a meeting between 
the chief ministers of Assam 
and Manipur under the chair¬ 
manship of the union minister 
of Agriculture and Irrigation, 
Mr Jagjivan Ram. The subject 
matter of discussion was the 
project to be taken up for 
flood control and for the 
generation of power on River 
Barak for the economic deve¬ 
lopment of the eastern region. 
There were two possible sites - 
one at Bhubandcr and other 
at Tipaimukh. Earlier a pro¬ 
ject had been drawn up for 
Bhubander for a dam with a 
height of 200 feet. 

Names in the News 

Mr. Sudhir N. Kapadia, a 
Director of the National 
Rayon Corporation, has been 
elected President of the Asso¬ 
ciation of Man-Made Fibre 
Industry. At 29, he is the 
youngest President of the As¬ 
sociation. Mr. Kapadia suc¬ 
ceeds Mr. Indu H. I’arekh. 

Names of other office 
bearers are: Vice-President: Mr 
K.K. Khcmka, Kesoram Rayon, 
Honorary Secretary: Mr B.D. 
Pathak, Shriram Rayons, 
Honorary Treasurer : Mr. M.R. 
Jhawar Century Rayon. Com¬ 
mittee Members : Messers M. 
CL Pethachi, Travancorc Ra¬ 
yons Limited, C. Rossi, South 
India Viscose Limited, I.H. 
Parekh, Gwalior Rayon Silk 
Mfg. (Wvg.) Co. Ltd., 
N.M. Jain, Century Rayon, 
B.L. Shah, Indian Rayon 
Corporation Ltd., D.Y. 
Gaitonde, Century Enka Ltd., 
and M. Lakhotia, Sirsilk Ltd. 


Rear Admiral K.R. Ramnath 
took over as Chairman and 
Managing Director of the Hin¬ 
dustan Shipyard Limited, Visa- 
khapatnamon January 1, 1976 
when Mr S. Balakrishna 
shetty laid down office after 
six years. Admiral Ramnath, 
was Asstt. Chief of Material, 
Naval Headquarters before 
taking up his present assign¬ 
ment. He is Fellow of the 
Institution of Engineers and 
the Institution of Electronics 
and Radio Engineers, U.K., 
Senior Member of Institution 
of Electrical and Electronic 
Engineers, USA, and corpo¬ 
rate member of the Institution 
of Electronic and Tele-commu¬ 
nication Enginners, India. He 
is also Member of National 
Radar Council, and of ship¬ 
building, ship-repairs and an- 
cillaries Committee. 

Among his various assign¬ 
ments, he held the post of Dire¬ 
ctor of Naval sciences and 
Technology, R & D, for four 
years, and was Commanding 
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Officer, Naval Electrical Train¬ 
ing Establishment, Director 
of Weapons and Equipment, 
and Manager, Naval Dock- 
> ard. He also served as Mem¬ 
ber of the High Powered Com¬ 
mittee set up by government 
under the Chairmanship of 
the late Dr Homi Bhabha for 
assessing the requirements of 
the country in the field of 
Electronics. 

At the annual general meet¬ 
ing of the Association of Syn¬ 
thetic Fibre Industry, held in 
Bombay recently Mr Ashok B. 
Garware was elected as the 
Vice-President of the Associa¬ 
tion for 1976. 

Mr II.T. Parekh retired as 
executive chairman of Indus¬ 
trial Credit and Investment 
Corporation of India. His 
20-year association with 
ICICi will, however, 
continue, for he has been 
appointed an additional direc¬ 
tor and chairman of the corpo¬ 
rations board. 


For today and tomorrow.... 
....Leipttg Fair offerb information. 
Contacts, Trade. 

Some 9.000 firms from CO 
nations show the latest in 
capital equipment and consumer 
goods. The CMEA countries 
display the achievements of 
their steadily growing 
co-operation. Special Product 
Displays feature particularly 
important industrial develop¬ 
ments. Conferences and Lectures 
pinpoint new trends. Half a 
million specialist visitors from 
100 countries. 

Leipzig has something for you. 


1 


Farr cards and further 
Information from: 

Leipzig Fair Agency, 

P.O.B. No. 1993, Bombay-1; 
C-479 % Defence Colony , 
New Delhi-24; 

34-A, Brabourne Road, 
Calcutta-1; 

16, Moore Street, Madras-1; 
or at the frontier posts of 
the GDR . 
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COMPANY 

AFFAIRS 


Philip* India 

Philips India is poised for a 
big jump in its export activi¬ 
ties in the coming years. In 
addition to a spectacular in¬ 
crease in exports of its pro¬ 
ducts, the company has drawn 
up ambitious plans to under¬ 
take several projects which 
are mainly export-oriented. 
With the implementation of 
these ventures, its exports 
arc expected to touch the hand¬ 
some figure of Rs 10 crores 
by 1978. Of this, it is ex¬ 
pected that about two-thirds 
will be accounted for by 
electronic goods and about 
one-third by non-cTcctronic 
goods. The products in¬ 
clude, among others, GLS 
and fluorescent lamps, loud¬ 
speakers, amplifiers, cassette 
recorders, multimeters, oscillo¬ 
scopes and a host of other 
components. Of this some 
of them have 100 per cent 
export obligation while others 
carry an export obligation rang¬ 
ing between 40 to 90 per cent. 

Its current exports cover 
radios and kits, record-players, 
ceramic capacitors, carbon 
resistors, trimmers, poten¬ 
tiometers, fluorescent lamps 
and fluorescent powder, lead 
glass tubings, starters, and 
starter components, tube- 
light ballasts, industrial and 
commercial lighting, fitting 
and accessories, amplifiers 
and a wide variety of other 
products. The direction of 
exports includes, among 
•others, east European coun¬ 
tries, Africa, west Asia, south 
east Asia, Canada and Holland. 

Stiff Competition 

The international markets 
being ruthlessly competitive, 
xport of goods overseas 
alls for high quality, competi¬ 
tive prices and delivery dis¬ 
ciplines. Philips India has 
been able to achieve commen¬ 


dable performance on the 
export front which has been 
mainly due to the fact that the 
company has been able to 
meet these pre-requisites fully. 
The company’s light factory 
has won within a short time 
the quality awards both for 
general lighting service and 
fluorescent lamps. The radio 
and electronic component fac¬ 
tories too arc on par with the 
best factories in the electronic 
fields in any part of the world. 

One of the major planks of 
the company's production 
programme has been the inno¬ 
vative research for product 
development. The company 
has built an excellent research 
and development wing to sup¬ 
port the product deve¬ 
lopment programme which 
is having a bearing on the sales 
of goods at home as well as 
abroad. 

Vazir Sultan 

Vazir Sultan Tobacco Com¬ 
pany Limited has reported 
impressive improvements in 
its working results during the 
year ended September 30, 
1975. Us sales and pro¬ 
duction are appreciably higher 
than in the previous year 
though margins arc under 
pressure. The directors have 
recommended to the holders 
of 20,00,000 ordinary shaies 
of Rs 10 each, issued prior 
to October 1, 1974, and whose 
names appear in the register 
of the company as on Decem¬ 
ber 19, 1975, of a dividend at 
the rate of 25 percent. Out 
of this, 12 per cent will be paid 
on or after February 2, 1976 
and the balance of 13 per cent 
on deferred basis. Besides, the 
directors have recommended 
to the holders of 17,70,000, 
ordinary shares of Rs 10 
each, issued during the year 
ended September 30, 1975, and 
whose names appear in the 


register of the company as on 
December 19, 1975, of a divi¬ 
dend at the rate of 12.5 per 
cent. Out of this, six per cent 
will be paid on or after Feb¬ 
ruary 2, 1976, and the balance 
of 6.5 per cent on deferred 
basis. 

A Sharp Rise 

Sales during the year recor¬ 
ded a sharp rise to Rs 89.67 
crores from Rs 74.02 crorcs, 
recording a smart increase of 
more than 21 per cent over 
1973-74. Gross profit too 
recorded a handsome rise of 
about 13 per cent to Rs 4.18 
crores from Rs 3.71 crorcs in 
the 1973-74. Out of the 
gross profit, the directors have 
provided Rs 0.35 crorc to 
depreciation reserve and Rs 
2.55 crorcs for taxation as 
against Rs 0.30 crore and 
Rs 2.48 crores provided res¬ 
pectively in the preceding year. 
This leaves a net profit of 
Rs 128.28 lakhs as against 
92.66 lakhs in 1973-74. After 
adding Rs 81,285 being the 
development rebate reserve no 
longer required, the dispos¬ 
able surplus amounted Rs 
129.10 lakhs. Out of this Rs 
34,451 was allocated to deve¬ 
lopment rebate reserve, Rs 
10,257 to capital reserve, Rs 
53.65lakhs to general reserve 
and Rs 75.00 lakhs to general 
reserve 1975. 

During the year the 
cigarette industry faced diffi¬ 
cult trading conditions as a 
result of the cumulative effect 
of successive increase in exe’se 
duties on cigarettes. Des¬ 
pite an overall decline in con¬ 
sumer demand, the company 
has been able to maintain 
its market share and given a 
period of stability in prices, 
the company expects a recovery 
in sales. 

There has been a distinct 
improvement in financial 


results during 1974-75 as 
compared to the previous year 
and this has been achieved by 
a series of cost reduction 
measures and a realistic pric¬ 
ing policy. During the year 
the company has strengthened 
and expanded its distribu¬ 
tion network which is expected 
to improve sales and lay the 
foundation for future growth. 

Golden Tobacco 

Mr Chatrabhuj Narsec, the 
Chairman of Golden Tobacco 
Company Limited, has sounded 
a note of optimism about the 
working of the Company. 
In his statement to the 
twentieth annual general 
meeting of the company held 
on December 26, 1975, he 
said that after a severe set¬ 
back the company had at least 
turned the corner and the sales 
in the first six months of the 
current year had risen to 
Rs 30 crores as against Rs 
24.70 crorcs in the corres¬ 
ponding period of the previous 
year. Expressing satisfac¬ 
tion over the improvement in 
labour relations, he said 
that with the discipline and 
cooperation of the employees, 
normalcy had been achieved 
in production. 

As regards dividend for the 
accounting year, Mr Chatra¬ 
bhuj Nance observed that 
after providing for the depre¬ 
ciation for the year and also 
for the pievious year, the 
profit available for appro¬ 
priation was only a little over 
Rs 40 lakhs ard under the 
provisions of the Companies 
(Temporary Restrictions on 
Dividends) Act 1974, the 
directors could not have recom¬ 
mended more than a third 
of this amount as dividend 
working out to only 2.5 per 
cent. The company, there¬ 
fore, did not think fit to dec¬ 
lare such a meagre dividend. 

Ramon Engineering 

Ramon Engineering Ltd, 
a unit of Ramon group of 
industries is progressing well 
in setting up of its ‘factory 
at Aurangabad for the produc¬ 
tion of scooterettes. The 
factory is in advanced stage 
of construction. Plant and 
machinery has started arriv- 
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ing at site. The prototype 
vehicle has already been 
approved by the Diicclorate 
General of Technical Deve¬ 
lopment. The company hopes 
to start commercial operation 
by April 1976. The model 
which will be brought out 
by this firm will have many 
advanced technical features 
compared to other two 
models on the road today. 
The company hopes to manu¬ 
facture initially 6000 mopeds 
per year progressively raising 
to 24,000 by end of third 
year. The company will 
be pricing its vehicles com¬ 
petitively to the exsting ones 
available to the consumers in 
the country. A small batch of 
vehicles will be ready by middle 
of February 1976. 

IPCO Paper Mills 

The paper project being scl 
up by IPCO Parer Mills 
(formerly IPCO Packaging) 
at Tarapur for manufacturing 
kraft paper and duplex boards 
is expected to start commer¬ 
cial production shortly. Fin¬ 
ancial arrangements for meet¬ 
ing the increased project cost 
have been finalised. 

During the year ended 
June 30, 1975 (he company’s 
production was affected due 
to acute power shortage and 
non-availability of raw mate¬ 
rials in time. Despite thejc 
adverse factors, <a*cs rose 
to Rs 30.25 lakhs from Rs 
25.65 lakhs while ret profit 
too increased to Rs 2 26 lakhs 
from Rs 2 lakhs in 1973-74. 
The directors have skipped 
the equity dividend. 

Delhi Cloth 

While addressing the annu¬ 
al general meeting of Delhi 
Cloth and General Mills 
Company Ltd, the chairman. 
Dr Bharat Ram pleaded for 
a rationalisation of the excise 
structure. Such rationalization, 
the chairman stressed will not 
adversely affect the overall 
revenue collection. On the 
contrary, if the revenues weic 
to fall, this should be t-euted, 
the chairman said, as a com¬ 
ponent of deficit financing. 
There can, of course, be a 
counter augument and it is 


that the current financial year 
may end with greater deficit 
than budgeted for, and that in 
any case, Plan outlay has been 
increased by about Rs 1100 
crores to Rs 5978 crores which 
should help stimulate demand. 
But what is forgotten is that 
much of the outlay has gone 
to such capital heavy projects 
as oil exploration and refin¬ 
ing, power generation, ferti¬ 


lizers, major irrigation etc, 
which have a long gestation 
period and what is more, do 
not put purchasing power in 
the hands of the large number 
of people through substan¬ 
tial increased employment. 

There is no reason 
as to why the additional ex¬ 
penditures of government 
should not have generated the 


demand for goods and ser¬ 
vices. It is essential the 
chairman stressed, that thfe 
government outlays are really 
such that without their 
being infructuous as mere 
expenditure, they create em¬ 
ployment as well as new de¬ 
mand. Construction of all 
kinds, road transport and such 
activities are not only impor¬ 
tant in themselves, but arc. 


THE 
CABLE 
THAT 
CHANGES 
THE FACE 
OF THE 
COUNTRYSIDE 


Giant factories or humble 
homes we have even 
helped in changing the 
face of the countryside. 
NICCO supplies the 

need.industrial flexi- 

bles and cables upto 625 
sq. mm. 1.1 K. V. 
armoured and unarmoured 
power cables, rubber and 
P.V.C. insulated house 
wiring cables and 
flexibles. 
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more important due to the 
fact that they stimulate pro¬ 
duction and employment in 
jl large variety of industries. 

Dr Bharat Ram also called 
for a bold action in the field 
of direct taxation. While 
the tightening of tax adminis¬ 
tration *i$ good as far as it 
goes to stem tax evasion, it 
will be unrealistic to assume 
v that with the present levels of 
direct taxation—even though 
the marginal rates were 
reduced some time back— 
there will not be temptation 
to avoid taxes. Experience 
has shown that by the reduc¬ 
tion of taxes at the highest 
slabs, the revenues of govern- 
> Inent have not come down, but 
on the other hand, have gone 
up. 

Corporate Taxation 

In the field of corporate 
'taxation, the chairman said, 
it should be possible by a 
simple amendment to restore 
many sick units back to 
health. At present, if a 
prosperous and going com¬ 
pany takes the overall liabi¬ 
lities of a sick unit, the liabi¬ 
lities of the latter cannot be 
set off against the profits of 
the former. In fact, ironi¬ 
cally enough, the position is 
the other way round. The 
/'prosperous company has got 
to amalgamate with the los¬ 
ing concern. This position 
has to be reversed. If neces¬ 
sary, the government may 
appoint a Commissioner for 
Amalgamations, who will 
take a view on applications 
for amalgamations taking 

. into account the importance 
Af the industry, investments 
by public financial institu¬ 

tions, etc. It will be recog¬ 
nised that the health of an 
existing industrial under¬ 

taking depends upon its capa¬ 
city to replace old machinery 
‘in time and to expand. Nei¬ 
ther depreciation allowance, 
nor accelerated depreciation 
allowance helps m this behalf, 
and, therefore, a scheme of 
development rebate was 
evolved by the government. 

) This scheme, without doubt, 
'rie 1 ped the growth as well as 
diversification of industries. 


Unfortunately, the govern¬ 
ment decided to withdraw 
this important allowance at 
a time when inflation was al¬ 
most at its worst. However, 
perhaps realising the impli¬ 
cations, the government since 
has set up a high-powered 
committee to look into the 
problems of new investment 
in the context of higher capi¬ 
tal cost. It is hoped that the 
development rebate in some 
form or the other will be 
re-introduced. In this con¬ 
nection, there is a special 
problem in the case of new 
units whose capital cost is 
very much higher than that 
of the older ones. These new 
units must be given the bene¬ 
fit of lower excise dut : es and 
other tax rebates in order to 
be able to complete with the 
older units. In as much as 
one of the big investors is the 
public financial institutions, 
their interest will also be 
secured through this kind of 
approach. 

Capital Units from UTI 

The Unit Trust is offering 
a new type of ‘unit’— “Capi¬ 
tal Units” for sale from Jan¬ 
uary l, 1976. The sale pro¬ 
ceeds of this scheme will be 
invested predominantly . in 
highly selective equity shares 
and also some convertible 
bonds of growth-oriented 
companies. A substantial 
part of the net income earned 
from such investments will be 
ploughed back for reinvest¬ 
ment. 

Eigher distinct advantages 
will accrue to persons who 
: nvest in the new Capital 
Units, especially small inves¬ 
tors. They are: 

Capital appreciation with 
a possible doubling of initial 
investment in about five years; 
Modest annual return; 
Minimum risk because of a 
well-selected and diversified 
portfolio, and the experties 
and professional management 
which the Unit Trust provi¬ 
des, unlike in direct equity 
investments; Ready liqui¬ 
dity; the Capital Units can 
be sold back to the Trust at 
the ruling repurchase price 
at any time after June 1976; 


Income from Capital Units 
will also enjoy the exclusive 
income tax exempt : on upto 
Rs 2,000; Investment upto 
Rs 25,0C0 will en joy exclusive 
exemption from Wealth Tax; 
Long-term capital gains dur¬ 
ing a year fully exempt from 
income-tax upto Rs 5,000 
and upto 40 per cent in excess 
of Rs 5,000; No tax deduc¬ 
tion at source from the divi¬ 
dend income payable to an 
individual unit holder how¬ 
soever large the amount. 

Exclusive Exemption 

The exclusive exemptions 
are in addition to (he overall 
exemption up!o Rs. 3.0C0 
from income-tax and up to Rs 
1.5 lakhs from wealth-tax 
available in respect of the 
the specified categories of 
investment including units. 

The face value of each Capi¬ 
tal Unit will be Rs 100; 
these units will be sold at this 
price during the whole of 
January 1976. Thereafter, 
sale price will vary twice week¬ 
ly. The units will be sold 
in multiples of live, with a 
minimum of five units, at 
the UTI offices and over 80 
selected offices of the State 
Bank of India and its asso¬ 
ciates. 

Any resident in India can 
apply for units under this 
scheme. A parent or guar¬ 
dian can apply on behalf 
of a minor. Corporate bo¬ 
dies and eligible trusts can 
also apply. 

The sale and repurchase 
prices (latter with effect from 
July 1976) of Capital Units 
will be announced every 
Tuesday and Friday and will 
fluctuate in line with the 
market prices of the underly¬ 
ing securities. 

News and Notes 

Allahabad Bank has ope¬ 
ned 108 branches during the 
year 1975. The bank now has 
498 branches, of which 308 
are in rural and semi-urban 
centres. 

The sale and repurchase 
prices of the units of the 


Unit Trust of India were rais¬ 
ed by five pane each to Rs 
10.60 and Rs 10.30 per unit 
respect'vely with effect from 
December 30, 1975. 

The Indian Royon Corpora¬ 
tion has been informed by 
the Department of Company 
Affairs, that the company can¬ 
not pay the arrears of pre¬ 
ference dividends for the year 
ended Jure 1975. At the time 
of announcement of results, 
the directors have proposed 
these dividends. But in view 
of the communication from 
the government, the share¬ 
holders present at the recent 
annual meeting decided not 
to declare any dividend to pre¬ 
ference shareholders. 

Standard Mills has received 
the consent of the govern¬ 
ment for issuing one bonus 
share for every four equity 
shares held. 

The Board of Directors of 
American Express Company 
has declared tnc regular quar¬ 
terly dividend of 5 .20 per 
common share, payable Feb¬ 
ruary 10, 1976 to holders of 
record January 9, 1976. Pay¬ 
ment will mark the 109th 
consecutive year in which 
American Express Company 
has paid dividends to its 
shareholders. 

New Issues 

Nilhat Shipping Co. pro* 
poses to raise its capital by 
issuing 75,000—11 per cent 
cumulative redeemable pre¬ 
ference shares of Rs 100 each 
at par. The company is nego¬ 
tiating with some banks and 
financial institutions for the 
subscription of these shares. 

The company’s present 
issued and subscribed capital 
is Rs 1.70 crores in 17 lakh 
equity shares of Rs 10 each. 
In 1974 the company purchas¬ 
ed two ships for which it 
obtained US $13.5 million 
from Franklin National Bank 
of Nassau, Bahamas (since in 
liquidation and represented 
by Federal Deposit insurance 
Corporation, New York) 
and the Chase Manhattan 
Bank of the USA. These loans 
have been guaranteed by 
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Syndicate Bank and Bank of 
India. 

The Shipping Development 
Fund Committee (SDFC) 
has granted to the com¬ 
pany a loan of Rs 186.82 
lakhs and has agreed 
to issue counter-guarantees in 
respect of joint guarantee of 
the Indian banks. The SDFC 
counter-guarantees will result 
in substantial savings on ac¬ 
count of interest and guaran¬ 
tee commission presently pay¬ 
able to Indian banks. 

The capital is being raised 
to satisfy one of the conditions 
of the SDFC financial assis¬ 
tance, since the existing debts 
of the company together with 
the loan guaranteed by the 
SDFC will exceed the debt- 
equity ratio of 6:1 fixed by 
the SDFC. 

Capital and Bonus Issues 

Consent has been granted 
to following companies to raise 
capital. The details are as 
follows: 

M/s Atlas Auto-Cycles 


Ltd, Sonepat, has communi¬ 
cated to government of its 
proposals to issue capital 
under clause (5) of the Capital 
Issues (Exemption) Order, 
1969 for Rs 44,00,000 in 
3,30,000 equity shares of Rs 
10 each and 11,000 cumula¬ 
tive redeemable preference 
shares of Rs 100 each, for cash 
at par (inclusive of the capital 
of Rs 35,33,940). The pro¬ 
ceeds of the issue are to be 
utilised to meet a part of the 
project cost to be set up in 
the state of Haryana. 

M/s The Ram Press Co. 
Ltd, Fazilka have been accor¬ 
ded consent, valid for three 
months; to capitalise Rs 
49,810 out of its general 
reserve and issue fully paid 
equity shares of Rs 340 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 

M/s T.K. Chemicals Ltd, 
has communicated to govern¬ 
ment of its proposals to issue 
capital under clause (5) of the 
Capital issues (Exemption) 
order, J 969, for Rs 54 lakhs 
(inclusive of the capital al¬ 


ready raised) in 5,40,000 
equity shares of Rs 10 *adh, 
for cash at par, out of which 
Rs 32.4 lakhs will be offered 
to the Indian public by a 
prospectus. Tne purpose is 
to provide a part of finance 
for setting up a plant for the 
manufacture of Manganese 
Sulphate and Electrolytic 
Manganese Dioxide at Tri¬ 
vandrum. 

M/s O.E.N. India Limited 
have been accorded consent, 
valid for three months, to capi¬ 
talise Rs 12 lakhs Out of its 
general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of three bonus 
shares for every 10 equity 
shares held. 

M/s Bengal Ingot Co. Ltd, 
Calcutta, a 43-A Public Com¬ 
pany and having a paid up 
equity capital of Rs 24 lakhs, 
have been granted consent 
valid for a period of 12 months, 
for issue of equity shares 
worth Rs 24 lakhs to be issued 
to the general public for 
cash at par. The proceeds of 
the issue are to be utilised 


to meet a part of the proposed 
expansion programme to be 
uudertaken at the company’s 
existing undertaking at 
Calcutta. 

M/aChowgule Metal Indus¬ 
tries Ltd, Goa, have been 
granted consent valid for 
a period of 12] months, for 
issue of equity shares worth 
Rs, 765 lakhs and preference 
shares for Rs 200 lakhs. The 
proceeds of the issue are to 
be utilised to meet a part of 
the finance required for setting 
up of the Iron Ore Pelletization 
plant to be located at Ponda/ 
Mormugao taluka, Goa. 

M/s Neomer Ltd, Baroda 
has communicated to govern-' 
ment of its proposals to issue 
capital under clause (5) of the 
Capital Issues (Exemption) 
Order, 1969 for Rs 248,99,200 
in equity shares of Rs 10 
each. The purpose is to 
partly finance the setting up 
of a plant at Panchmahals for 
the manufacture of polypropy¬ 
lene fibre. 

M/s Metcast Steel Ltd, 
Calcutta has communicated 
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to government of its propo¬ 
sals to issue capital under 
^clause (5) of the Capital Issues 
(Exemption) Order. 1969, for 
Rs 31 lakhs in equity shares 
of Rs 10 each. The purpose 
Is to partly finance the setting 
up of a plant for the manufac¬ 
ture of S.G. Iron Castings at 
Durgapur. 

M/s N.M. Tripathi Pvt. 
Ltd, Bombay have been ac¬ 
corded consent, valid for three 
months, to capitalise Rs 
65,200 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
.of one bonus share for every 
six equity shaies held. 

M/s Kerala State Electro¬ 
nics Development Corporation 
Ltd, Trivandrum have been 
accorded consent, valid for 12 
months, for the issue of de* 
bentures bonds of Rs 50 lakhs 
with an option to retain 
additional subscription to the 
extent of 10 per cent of the 
notified amount viz Rs 50 
lakhs, in the event of over 
subscription. The proceeds 
of the issue will be utilised 
for the development of elec¬ 
tronics industry in the state 
of Kerala. 

M/s Thanihai Periyar 
Transport Corporation Limited, 
a government of Tamil Nadu 
undertaking having a paid 
up capital of Rs 35,00,200 
has been accorded consent 
for issue of two lakh, 8 per 
cent convertible debentures 
of Rs It) each, for cash at par 
to the present/future emplo¬ 
yees of the corporation in 
pursuance of the state gov¬ 
ernment’s scheme for emplo¬ 
yees* participation in the 
share capital of the corpora¬ 
tion. The consent order is 
valid for 12 months only. 

M/s The Cochin Malabar 
Estates ft Industries Ltd, 

Coimbatore, have been ac¬ 
corded consent, valid for 
three months, to capitalise Rs 
12,91,815 out of its general 
reserves and issue fully paid 
equity shares of Rs 3 each as 
bonus shares in the ratio of 
two bonus shares for every 
five equity shares held. 

M/s Bokiyil Tanneries Pvt. 
Ltd, New Delhi has commu¬ 


nicated to government of its 
proposals to issue capital 
under clause (5) of the Capi¬ 
tal Issues (Exemption) Order, 
1969, for Rs 28 lakhs divided 
into 2,80,000 equity shares of 
Rs 10 each (exclusive of the 
capital of Rs 12 lakhs al¬ 
ready issued) for cash at par. 
The proceeds of the issue are 
to be utilized to meet a part 
of the project cost proposed 
to be set up in the state of 
Tamil Nadu 

M/s The West Coast Paper 
Mills Limited, a public limited 
company having a subscribed 
capital of Rs 450 lakhs has 
been accorded consent, valid 
for 12 months, for issue of 
10,000 equity shares of Rs 
100 each totalling Rs 10 lakhs 
to the ICICI at a premium of 
Rs 35 per share on conversion 
of a part of their loan to 
the extent of Rs 13.50 lakhs, 
out of the total loan of Rs 50 
lakhs sanctioned to the com¬ 
pany. 

M/s Andhra Pradesh Auto¬ 
mobile Tyres & Tubes Limi¬ 
ted, Hyderabad has com¬ 
municated to government 
of its proposals to issue 
capital under clause (5) of 
the Capital Issues (Exemp¬ 
tion) Order, 1969, for Rs 50 
lakhs divided into 50,000 
equity shares of Rs 100 each 
as rights shares. The proceeds 
of the issue are to bz utilised 
to meet a part of the finance 
required for setting up a pro¬ 
ject at Guntur, Hyderabad. 

M/s Sundaram—Clayton 
Limited, have been accorded 
consent, valid for three months, 
to capitalise Rs 69,28,300 
out of its general reserve and 
issue fully paid 'equity shares 
of Rs 100 each as bonus 
shares in the ratio of two bonus 
shares for every three equity 
shares held. 

Garware Motors and En¬ 
gineers Pvt Ltd Bombay, 
have been accorded consent, 
valid for 3 months, to capi¬ 
talise Rs 90.000 out of its 
general reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in the 
ratio of three bonus shares 
for every five equity shares 
held. 

Meghalaya Phytochemicals 


Ltd, Shillong, has communi¬ 
cated to government of its 
proposals to issue capital 
under clause (5) of the Capital 
Issues (Exemption) Order, 
1969 for Rs 40 lakhs in equity 
shares and Rs 10 lakhs in pre¬ 
ference shares to meet part 
of finance required for growing, 
raising, tending and cultivat¬ 
ing medicinal and aromatic 
plants. 

Coastal Papers Ltd, Andhra 
Pradesh, has communicated 
to government of its 
proposals of issue capital 
under clause (5) of the Capital 
Issues (Exemption) Order, 
1969, for Rs 38 lakhs to meet 
a part of the finance required 
for the project to be set up in 
East Godavari Distt, Andhra 
Pradesh. 

The Tata Oil Mills Co Ltd, 

has been accorded consent to 
issue convertible bonds of Rs 
2.21 crores in 3,53,177 bonds 
of Rs 65 each, carrying in¬ 
terest at the rate of 10.5 per 
cent per annum and redeem¬ 
able on December 31, 1985, for 
cash at par on right basis to the 
existing equity shareholders 
in the proportion of one bond 
for every five equity shares 
held. The proceeds will be 
utilised for augmenting the 
resources of the company for 
its existing operations. The 
consent order is valid for 12 
months only. 


Beiliss and Morcom (India) 
Ltd, have been accorded con¬ 
sent, valid for 3 months, to 
capitalise Rs 16 lakhs out of 
its general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares in 
the ratio of one bonus share 
for every one equity share 
held. 

Budge Budge Jute and Indus¬ 
tries Ltd, Calcutta, have been 
granted consent, valid for a 
period of 12 months for issue 
of equity shares worth Rs 
49.42 lakhs and redeemable 
cumulative preference shares 
of Rs 9.92 lakhs to be issued 
to the existing shareholders 
of Budge Budge Amalgamated 
Mills Limited, Calcutta, in 
terms of and in accordance 
with the scheme of arrange¬ 
ment approved by the High 
Court at CalculTa. 

Delta Jute and Industries Ltd, 
Calcutta, have been granted 
consent valid for a period of 
12 months, for issue of equity 
shares wonh Rs 65.20 lakhs 
and redeemable cumulative 
preference shares of Rs 13.22 
lakhs to be issued to the exist 
ing shareholders of Budge 
Budge Amalgamated Mills 
Ltd, Calcutta, in terms of 
and in accordance with the 
scheme of arrangements ap¬ 
proved by the High Court at 
Calcutta. 


Dividends 


Name of the 
company 


Higher Dividend 

Panyam Cements 
Sornany Pilkington 
Arlabs 

Kanoria Chemicals 
Indian Tube Co 
Paper Products 
Same Dividend 
Tube Suppliers 
Jay Engineering Works 
Reduced Dividend 
Valliappa Textiles 
Bhoruka Steel 
Hindustan Wires 


Year ended 


(Per cent) 

Equity dividend 
declared for 

Current Previous 




year 

year 

August 

31, 1975 

12.0 

Nil 

June 

30, 1975 

12.0 

10.0 

June 

30, 1975 

8.0 

Nil 

March 

31, 1975 

12.0 

Nil 

March 

31, 1975 

16.0 

6.5 

July 

31, 1975 

10.0 

7.5 

July 

31, 1975 

Nil 

Nil 

March 

31, 1975 

Nil 

Nil 

June 

30, 1975 

9.0 

12.0 

June 

30, 1975 

Nil* 

12.0 

March 

31, 1975 

Nil 

6.0 


♦For fifteen months ended June 30, 1975. 
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RECORDS 

AND 

STATISTICS 


AICC economic 
policy resolution 

The resolution on economic 
policy which was passed by 
the subjects committee of the 
All India Congress Commi¬ 
ttee at its 75th plenary session 
on December 29, 1975 at 
Kamagata Maru Nagar (near 
Chandigarh) traced the history 
of national planning beginning 
with the setting up of the 
National Planning Committee 
in 1938 under the chairman¬ 
ship of the late Jawaharlal 
Nehru. It also made a re¬ 
ference to the measures taken 
by the government since July, 
1974 to grapple with the rising 
tendency of prices in this coun¬ 
try. 

Fall in Prices 

Commenting on the achieve¬ 
ment of the government 
on the price front, it stated 
that the general index of whole¬ 
sale prices at the end of Novem¬ 
ber, 1975 recorded a fall 
of 4.6 per cent in relation to 
thj prices prevailing in the 
midlie of 1975. The resolu¬ 
tion stated that the inflationary 
pressures had been controlled 
because of the inherent resi¬ 
lience of our economy which 
had paved the way for a more 
purposeful grow ih-oricn ted 
strategy. It conceded that 
there were no short-cuts to 
prosperity and sustained hard 
work coupled with discipline 
only could result in the speedy 
removal of mass poverty. 

Full text of the resolution 
is given below; — 

The Congress has always 


affirmed that political freedom 
acquires true significance only 
with the economic uplift of the 
masses. Mahatma Gandhi 
emphasised that the Swaraj of 
his dreams meant the poor 
man’s Swaraj and that Puma 
Swaraj signified “full economic 
freedom for the toiling 
masses.” It is in recognition 
of this fact that during our free¬ 
dom struggle the programme 
of the Congress was given a 
positive economic content. 

Role of Planning 

During this period, the cong¬ 
ress came to realise that the 
key to the removal of India’s 
poverty lay in planned national 
development. The setting 
up of the National Planning 
Committee in 1938, under the 
chairmanship of Jawaharlal 
Nehru, was an explicit recog¬ 
nition of the role of planning 
in transforming the nation’s 
economy, although purposeful 
planning had to await poli¬ 
tical independence. 

Even then Jawaharlal Nehru 
had the vision to point out 
that the foundation of India’s 
Planning must rest on the cons¬ 
cious acceptance that “a free 
democratic state involves an 
egalitarian society in which 
equal opportunities are pro¬ 
vided for every member for 
self-expression and self-fulfil¬ 
ment, and an adequate mini¬ 
mum of a civilised standard 
life is assured to each member 
so as to make the attainment of 
of this equal opportunity a 
reality”. These objectives 
were forcefully reiterated in 
his historic speech “Tryst with 
Destiny”, on the birth of in¬ 
dependence, wherein he stated: 

“The future is not one of 
ease or resting butof incessant 


striving so that we may fulfil 
the pledges we have so often 
taken and the one we shall 
take today. The service of 
India means the service of the 
millions who suffer. It means 
the ending of poverty and 
ignorance and disease and in¬ 
equality of opportunity. The 
ambition of the greatest man 
of our generation has been to 
wipe every tear from every eye. 
That may be beyond us, but 
as long as there are tears and 
suffering, so long our work will 
not be over”. 

The setting up of the Plann¬ 
ing Commission in March, 
1950 was a landmark in the 
evolution of our country's 
economic progress. From the 
very beginning, wc have stres¬ 
sed that development must be 
related to the basic values and 
objectives of society and that 
in a country as poor as India, 
social gain and not private 
profit must determine the lines 
of advance. To that end the 
pattern of development and 
the structure of socio-economic 
relations were sought to be 
planned so as to lead to a 
rapid increase in production 
and to greater equality in the 
distribution of income and 
wealth. 

In this manner, planning 
became inevitably linked with 
the establishment of a socia¬ 
list society. Planning was to 
be an instrument to ensure 
that all major decisions regard¬ 
ing socio-economic relations 
would be made by agencies 
informed by a broader social 
purpose. Hence the leading 
role assigned to the public 
sector in our development 
strategy. 

Tempo of Development 

The speedy development of 
a viable capital goods industry 
was necessary to accelerate 
the tempo of development 
and to take us towards a self- 
reliant independent economy. 
Recognising the crucial role 
of science and technology, high 
priority was assigned to the 
development and application 
of modern technology to pro¬ 
cess of production. 

The nation’s progress in 


this period of planned econo¬ 
mic development is impressive. 
During the last 25 years, the 
country’s economic structure 
has been greatly transformed. 
Industry has been so diversi¬ 
fied that today we arc virtually 
self-sufficient in largq variety 
of sophisticated capital goods 
and intermediate products. 
Thanks to the great foresight 
of Jawaharlal Nehru, India’s 
reservoir of technical, scientic 
and managerial skills has 
expanded enormously. 

Our recent achievements in 
atomic energy and space ex¬ 
ploration are indications of / 
the vast technical capabilities'* ■ Jt 
that now exist in the country. 

The development of a large 
modern industrial sector and 
the rapid expansion of tech¬ 
nical skills have greatly helped 
in the transformation of 
India’s agricultural econo- • 
my, giving it a scientific tem¬ 
per. 

External Factor 

Some unfortunate and ab¬ 
normal developments in the 
last three years have disturebed 
the rhythm of economic life. 

An extraordinary combi¬ 
nation of external and inter¬ 
nal factors, the refugee influx 
and the conflict with Pakis- 
tan, the severe drought of 
1972-73, the international 
monetary instability and the 
strong upsurge of inflation in 
the world, leading to steep in¬ 
creases in prices of imported 
goods, particularly food, fer¬ 
tilisers and fuel generated an 
acute inflationary spiral in 
India during 1972-74. 

In part, the difficulties were 
aggravated because of pressures 
of competing demands of diffe¬ 
rent sections of the population. 

In spite of our exhortations, 
it was generally ignored that >i 
the sectionsl interests of agri¬ 
cultural producers, manu¬ 
facturers, traders, workers and 
consumers were dependent 
on and must be balanced with 
the larger national good. 

However, as a result of 
scries of determined, and 
politically tough measures 
adopted by the government 
since July 1974, the inflationary 
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spiral was controlled and the 
general price level started dec¬ 
lining after September, 1974. 

While the government had 
thus galvanised itself into 
action to meet these extra¬ 
ordinary challenges and posi¬ 
tive results were being achie¬ 
ved, its efforts were being ob 
structed by the prevailing eco¬ 
nomic indiscipline at all levels 
which, in turn was a reflection 
of the indiscipline in the poli¬ 
tical field. It became obvious 
that the continuation of these 
trends would have grave con¬ 
sequences for the social, poli¬ 
tical and economic stability 
• find progress of the country. 

Thus, there was an urgent 
need for effective icmedial 
action and to redirect the 
nation’s vast potential ener¬ 
gies to carry out a clcar-cut 
^programme for accelerated 
growth in a framework of 
social and economic justice. 
These were the objectives of 
the emergency and the 20-point 
economic programme. 

Hope for the People 

This has generated all-round 
enthusiasm and new hope 
among the masses. The dis¬ 
ruptive and divisive forces hav¬ 
ing been neutralised, a new 
atmosphere of discipline has 
emerged. The economic pro¬ 
gramme is an expression of 
the nation’s deep and abiding 
commitment and resolve to rid 
itself of poverty and inequa¬ 
lity. It must be implemented 
with utmost speed and effi¬ 
ciency. 

The results achieved by this 
purposeful action are impres¬ 
sive. The latest available 
wholesale price index foi the 
week ended November 29, 
1975, shows that the gencial 
jpricc level has declined by 
4.6 per cent, as compared 
with the pre-emcrgcncy week. 
The prices of a number of arti¬ 
cles of mass consumption have 
declined significantly in recent 
weeks, providing welcome 
relief to hard-pressed consu¬ 
mers. We have a record 
xharif crop this yoai and judg¬ 
ing by the prospects for the 
coming rabi crop, it appears 
that food production m 1975- 
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16 will touch a new peak of 
114 million tonnes. There 
has been a significant increase 
in the production of such 
critical inputs, as power, coal, 
iron and steel, fertilisers and 
cement. Thus, during April- 
October 1975, the production 
of coal went up by 11.6 per 
cent, saleable steel by 16.4 
per cent, aluminium by 38.2 


per cent, nitrogenous fertili¬ 
zers by 29.9 per cent, cement 
by 15.3 per cent ana electri¬ 
city by 9.5 per Cvnt, as com¬ 
pared with April-October 1974. 
With the striking of oil in 
the Bomoay High region and 
possibilities in other areas, the 
prospects of reaching self- 
sufficiency in creude oil with¬ 
in the foreseeable future has 


become brighter. The out¬ 
put of ‘public i.eclor enter¬ 
prises shows a continuously 
rising trend. The overall rate 
of growth of production in 
pub>ic sector enterprises was 
of the oraei of 15 per cent 
during April-October, 1975 
over the corresponding period 
ot the previous year. Trans- 
poit services on the railways 
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NATION ON THE MOVE 

Record output 
of steel 

During the last seven months 
the production of saleable steel 
has touched the record figure 
of 3.14 million tonnes—16% 
more than the figure for the 
corresponing period last year. 

The Public Sector plants led 
with 19.% rise. Hard work 
has been supported by 
industrial peace. 

IRON WILL 
AND HARD WORK 
SHALL SUSTAIN US 


for a free booklet on 
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and at the ports have shown 
marked improvement 12 per 
cent more wagons arc being 
moved every day this year 
as compared with the corres¬ 
ponding period last year. The 
climate for industrial rela¬ 
tions has undergone a drama¬ 
tic change. The number of 
man-days lost through indus¬ 
trial unrest in recent months 
has declined to one-tenth of 
man-days lost during the 
corresponding period of last 
year. 

Highest Priority 

Land reforms are essential 
to increase agricultural pro¬ 
duction and to reduce in¬ 
equalities of income and wealth 
in the rural areas. Several 
states have initiated action 
for speedy enforcement of 
land reform laws. Minimum 
wages in agriculture have been 
revised. The number of 
house sites provided to the 
landless is now over 60 lakhs. 
Along with the moratorium 
on debts and schemes for the 
liquidation of debts, 50 rural 
banks, each with 100 branches, 
have been planned. Thus 
there will be 5,000 new banks 
to meet the credit needs of 
rural artisans and small and 
marginal farmers. 

A well functioning public 
distribution system pro¬ 
vides relief to vulnerable sec¬ 
tions of the community and 
is an effective safeguard against 
inflationary pressures. The 
success of public distribution 
depends on efficient procure¬ 
ment. Determined efforts 
must be made to produce the 
maximum amount of this 
year’s crop, which should not 
be frittered away, but should 
be used to build reserves. 
Price of important agricul¬ 
tural commodities need to 
be stabilised at a level which 
provides incentive for increased 
production and yet is fair to 
consumers. 

In order to augment the 
production of food and 
commercial crops, of agricul¬ 
ture and allied industries— 
power, fertilisers and pesti¬ 
cides must receive the highest 
priority in the allocation of 
resources. Water is a na¬ 
tional resource and its rational 


development deserves the 
strongest support. If our 
growth process is to subserve 
our social objectives, the in¬ 
come of the poor, the bulk 
of whom live in the rural areas 
must be raised. This requires 
an integrated programme of 
rural development based or 
detailed survey and analysis 
of local resources, potentiali- 
ties and needs and the mobili¬ 
sation of mral manpower. 
The new rural banks should 
act as catalytic agents to 
transform the rural areas. For¬ 
tunately, India’s new diversi¬ 
fied industrial structure and 
vast reservoir of scientific, tech¬ 
nological and managerial skills 
make it possible as never be¬ 
fore to launch a more vigorous 
attack on rural poverty. 

We continue our emphasis 
on basic sectors such as iron 
and steel, coal, power, cement 
and machinery. Sustained 
increases m pioduction levels 
in these industries are essen¬ 
tial to strengthen our econo¬ 
mic base, build up our defence 
potential and ensure self- 
reliance. 

Improved Performance 

It is a matter of consi¬ 
derable satisfaction that the 
performance of public sector 
enterprises has improved signi¬ 
ficantly in recent years 
While the commanding heights 
of the economy must con¬ 
tinue to rest with the public 
sector, the Congress recogni¬ 
ses the useful role of a socially 
conscious private sector in 
accelerating the development 
process. Recent changes in 
industrial licensing policies 
have been designed to facilitate 
this process. New strategies 
have to be worked out to 
professionalise management 
and to eliminate hereditary 
management and control in 
the corporate sector. The 
private sector must shed anti¬ 
social practices such as hoard¬ 
ing, blackmarkeeting and 
tax evasion. The Congress 
is firmly committeed to the 
elimination of these evils and 
it hopes that the private sec¬ 
tor wi f l take self-corrective 
measures. 

The Congress is gratified at 
the magnificent response oi 


workers to the prime miftis? 
ter’s appeal jfor industrial 
peace. The protection of the 
interests of workers is an essen¬ 
tial part of Congress policy. 
Unjustifiable retrenchments or 
lock-outs will not be tolera¬ 
ted. Industrial democracy 
is an important element in 
our democratic socialist soc- 
ciety. The Congress rea¬ 
ffirms its commitment to 
increasing workers’ partici¬ 
pation in management. The 
scheme for workers’ pattici- 
pation in industries, which 
has been recently announced 
as part of the new economic 
programme has to be imple¬ 
mented with all sincerity in 
all major industries. 

The problems of urban povc- 
r(y and the improvement of 
urban environment must also 
receive adequate attention 
urgently. The future growth of 
cities and towns must be pro¬ 
perly planned. The proposed 
laws on ceiling on urban land 
and on the socialisation of 
urban land must be seen as 
instruments for planning and 
rational use of scarce land 
for the benefit of the commu¬ 
nity as a.whole, particularly 
for the poorer sections. 

The programme of Family 
Planning has to be revitalised 
so as to generate a new aware¬ 
ness of its impoitancc in pro¬ 
moting family welfare. 
Population control should 
become a mass programme 
and number of acceptors in¬ 
creased from 17 to 40 million 
within a period of three year. 
Bold and new measures covers¬ 
ing incentives and disincentives 
will have to be devised to 
achieve this objective. 

Public Health 

Health, physical fitness and 
education are vital to social 
welfare and are essential in¬ 
puts for all spheres of national 
activity. Public hygiene must 
be enforced on a national 
scale. The fight against com¬ 
municable disease must be 
pursued relentlessly. Medical 
services and facilities should 
be adapted and, if necessary, 
altered to be able to reach out 
to the people in the v : llages 
and the remotest regions. 
Special emphasis must be laid 


on accelerateing programmes 
for the handicapped so as 
to provide them the oppor* 
tunity of being useful mem¬ 
bers of society. 

Recently new ideas have 
been introduced in education 
to prepare the citizen to meet 
and adjust to the challenge of 
a changing world. Education 
must also become a tool in^ 
reorienting individual and 
national attitudes by which a 
mature citizen can evolve, 
fortified by self-reliance and 
inner discipline and alive to 
his responsibility and role 
in society. 

Purposeful Strategy 

The effectiveness with which 
the country has overcome 
the grave economic crisis, 
created by unprecedented in¬ 
flationary pressures has 
demonstrated the inherent 
resilience of our economy and' 
paved the way for a more pur¬ 
poseful growth-oriented stra¬ 
tegy. The prime minister’s 
new economic programme 
has once again focussed the 
country’s attention on cons¬ 
truction and development. 
There arc clearly no short¬ 
cuts to prosperity. Sustained 
hard work, stern discipline 
and the subordination of 
narrow sectional interests to 
broader national goals are 
essential elements of any 
viable national strategy for 
the speedy removal of mass 
poverty. There must be a 
fairer distribution of sacri¬ 
fice and of the rewards of eco¬ 
nomic progress. The nation 
must recapture the spiiit of 
swadeshi which is as relevant 
today as during the freedom 
struggle. 

The technological founda¬ 
tions already laid, the skills 
already developed and the 
political strength already 
achieved enable us to move 
forward towards fulfilment 
of our larger social and eco¬ 
nomic objectives with greater 
speed and confidence. Cor- 
rupticninalJ its forms should 
be rooted out. There is need 
for austerity and dedication 
and an inner drive to achieve 
excellence and continuous 
awareness on the part of every 
citizen of his overriding duty 
to the nation. 
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The editor regrets 

Since the declaration, of the emergency this journal has been pursuing a certain edi¬ 
torial policy with regard to political developments. This policy has been dictated by 
the cherished principles and convictions held by and on behalf of this journal. These 
are that the citizens of our sovereign democratic republic have a natural, inherent, 
inalienable and incontrovertible right to life, liberty and the pursuit of happiness; the 
constitution has not created this or other fundamental rights but has only confirmed 
and guaranteed them; the political party in power is not the same as the government, 
nor the government the same as the state, nor the state the same as society; ours must 
be a plural polity where all political parties should be free to engage in legitimate acti¬ 
vities in terms of the ordinary law of the land and in allegiance to and in conformity 
with the nationally accepted ideals of democracy, secularism and social justice; the 
state has and can have no right or interest independent of or to the exclusion of the 
right or interest of its individual citizens; and the government's title to govern is 
determined by its willingness and ability to do so without having recourse to repres¬ 
sive laws or executive decrees which do violence to the purpose of our sovereign 
democratic republic which is to ensure and promote opportunities for its citizens to 
live as free men in an open society. 


Rationale of Rural Banka 

—P. Krishna|l 

Now Trends In Tourlam 
—A Correspondent 


In implementing this editorial policy this journal, given the present political situa- 
1M tion in the country, has had to take certain obvious risks. This it has been doing so far 
consciously and willingly. But I find that the time has come to make a reappraisal 
of this editorial position in the light of the following considerations. 
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To start with a personal aspect, I had to undergo major surgery recently and the 
medical advice is that, for another two or three months, Ineed to be taken care of with 
regard to diet, further medical treatment and rest. It is unlikely that this care would 
be available to me if the government in its wisdom were to decide that I would be 
better off in its custody. Secondly, some members of my staff came to me a few days 
ago and expressed concern about their livelihood or career should some punitive 
action be taken against this journal. I found that this feeling of anxiety was fairly 
widely shared, as most of my colleagues have family responsibilities too onerous for 
their financial resources. Finally, there were the printer and publisher who were 
understandably becoming increasingly uneasy, the former even going to the length 
of suggesting that I might perhaps find myself another press. 

In the circumstances I have regretfully decided to keep off politics for the lime 
being. I could of course lay the flattering unction to my soul that the business of this 
journal, after all, is primarily economics, but I cannot hide from my conscience the pain¬ 
ful fact that I am being a party, even if only by the force of circumstances, to silencing 
one of those small, stray voices of protest or dissent which have been trying to keep alive 
the song of man’s freedom in our land. Thus I will now be joining the mute, inglorious 
company of the editor-in-chief of The Indian Express who. like Achilles, is sulking in 
his’tent, the editor of The Times of India, on a year's extension, who is rumoured to be 
shedding bitter tears over his helplessness like the Carpenter in Through the Looking- 
Glass and the de facto editor of The Statesman who is reported to be fulminating in 
impotent fury in the not-so-complete privacy of his sanctum. 1 have nothing to 
say, of course, about the non-editor of The Hindustan Times or the real estate brokers 
who have hereditarily possessed the editorial conscience of The Hindu. 

And, so for the time being at any rate, home is the hunter, home from the hills 
and the sailor home from the seas. Before I conclude, however, I must pay my tribute 
to the management of this journal which, up to and including this moment, has always 
been making it possible for me to function in pride as a wholly independent editor act¬ 
ing according to his lights. 



How big is information gap? 


Speaking at a seminar in Madras on 
December 26, sponsored by the Indian 
Institute of Foreign Trade, to publicise 
the Generalised System of Preferences 
(GSP), Mr P.C. Alexander, Secretary, 
union ministry of Foreign Trade, admit¬ 
ted that there was “a tremendous infor¬ 
mation gap' 1 which had grealy hampered 
exports. He said that this gap existed 
among the ministry of Foreign Trade, 
export promotion councils and expor¬ 
ters of various products. He added that 
he was “shocked'’ to note that though 
India was most vociferous in asking for 
the introduction of the GSP, exports 
from India to the EEC and the Scandina¬ 
vian group of countries were only about 
six to seven per cent of their total imports. 
He revealed that the government had 
opened a separate cell in the ministry of 
Foreign Trade under a senior official of 
the rank, of a director to coordinate the 
efforts of Indian exporters to GSP coun¬ 
tries such as the USA, Japan, Australia 
and the EEC. 

If Indian exporters have not fully taken 
advantage of the facilities and conces¬ 
sions under the GSP, the responsibility 
should rest, to a large extent, on the union 
ministry of Commerce. It failed to give 
timely, effective and continuous publicity 
to the provisions of the GSP. Nor did 
the ministry take care to ensure that the 
export promotion councils did this job 
competently. The ministry has done 
well in creating a cell to coordinate the 
activities of Indian exporters to the GSP 
countries. But how exactly is this 
cell going to bring about the coordina¬ 
tion? Has the ministry evolved clear 
ideas to ensure this objective? Has it 
held discussions with the export promo¬ 
tion councils, the Federation of Indian 
Export Organisations, and the Indian 
Institute of Foreign Trade as regards 
the most effective way in which this co¬ 
ordination is to be achieved? 

Speaking at the same seminar, Mr Vithal 
Bibu, Deputy Director-General, Indian 
Institute of Foreign Trade, suggested that 
the government of India should appoint 


an Export Commissioner “to develop 
an integrated export policy for all GSP 
markets'*/ But has the institute examined 
the implications of this suggestion? 
Is there going to be one export policy 
for the GSP markets and another for the 
other markets? How is the Export Com¬ 
missioner expected to tackle the various 
problems in regard to the availability 
of shipping space, excessive shipping 
freight rates, the high cost of export 
credit and other problems which make 
it difficult for our exporters to compete 
successfully in foreign markets? 

Our exporters need to be correctly 
informed not only about the existing 
provisions of the GSP but also regarding 
the utilisation of quotas and other deve¬ 
lopments that take place in the scheme 
from time to time. It was revealed at 
the Madras seminar that in the case of 
Japan, in 1974-75 the ceilings for all items 
had been reached within six months of 
the implementation of the scheme and 
that in the first four months of 1975-76, 
India had exhausted the GSP quota for 
finished leather of goat and kid. Such 
information can be promptly dissemina¬ 
ted in our country only if the export 


Given the inflationary war finance and inade¬ 
quate economic measures of the Government dur¬ 
ing the last five years, the black market inevitably 
became almost a parallel institution. The Gov¬ 
ernment did nothing effective to check it; indeed, 
even on the currency plane, it continued to help it 
directly. Thus in Great Britain, in order to check 
black market, the issue of new high denomination 
notes was stopped in 1943; they were demonetized 
in May 1945. This demonetization together with 
restrictions on cashing of uncrossed cheques were 
calculated to check ihe operation of the black 
market. In rndia, on the other hand, the Govern¬ 
ment continued to issue high denomination notes on 
an ever-increasing scale to meet the demand for 
the black market operations. The proportion of 
Rs 100 and Rs 1,000 notes to the total notes 
issued rose from 32.1 per cent and 5.9 per cent 
respectively in 1939 to 38.0 per cent and 10.1 per 
cent at the end of 1944. At the end of 1944, Rs 


promotion councils and other business 
organisations remain alert and take the 
initiative in equipping themselves with 
the latest data regarding the operation 
of the GSP. 

The export promotion councils have 
shown considerable interest in sponsoring 
delegations to foreign countiies but they 
should also greatly improve their machi¬ 
nery for the collection and circulation of 
information which is vitally important 
from the point of view of expanding ex¬ 
ports. Mr Alexander suggested that ex¬ 
porters should operate on the basis of 
targets for the GSP countries. But does the 
union Commerce ministry have the neces¬ 
sary data to enable it to fix the targets 
realistically? Does it have a clear idea of 
the extent and nature of the competition 
that Indian goods have to face from other 
developing countries such as Yugoslavia, 
Mexico, Brazil, Hong Kong and South 
Korea? The lack of reasonably reliable 
data regarding the availability of export¬ 
able surpluses from our country is also a 
handicap to the fixation of targets. 

Our exporters need to be provided with 
accurate data not only about the GSP 
but also regarding all other developments 
that arc relevant to the promotion of 
exports including the scope for joint ven¬ 
tures and sub-contracting for which there 
seems to be great scope in many parts 


100 notes in circulation amounted to Rs 382 crorcs 
and Rs 1,QQ0 notes to Rs 1QQ crorcs. 

Now let us try to assess how effective the re¬ 
cent Ordinances arc likely to be in catching the 
‘‘black money.** The total amount of “black 
money** which has been earned during the last 
live years could be put at between Rs 60Q and Rs 
700 crorcs. Of this, a large part is held as work¬ 
ing capital of the black market for current opera¬ 
tions and the rest has been secreted away. Leav¬ 
ing aside the working capital, of the remainder, a 
part is undoubtedly hoarded in the form of high 
denomination currency, a part has already been 
transformed into real estates, jewellery and bul¬ 
lion and the rest has been permanently incorpora¬ 
ted into business stocks. The recent Ordinances 
strike only against the working capital and cash 
hoards; the bulk of the black profit is not 
touched. 


£a.5tetn £conomht 30 If eat* 

JAN.: 18, 1946 
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of the world, It is indeed regrettable to industrialists to have a clear idea of the ate costlier as compared to those ob- 
find that although New Delhi has been items for which we continue to depend tained from the western countries but 
giving a great deal of attention to export on other countries. Nor do we have in the absence of reliable data wc cannot 
promotion during the last ten years, adequate data to judge whether the pro- find out how far this is true. The govern- 
sufficient importance has not been shown ducts that are imported on government ment of India, therefore, should evolve 
to the collection and dissemination account are bought at the most compcti- an adequate system of intelligence not 
of commercial intelligence. Our expor- tive prices. It has been pointed out that only in regard to exports but imports 
ters aifd their associations are not sometimes our imports from cast Europe as well, 
generally well informed about the changes 
that take place in the import policies and 


procedures in other countries and their 
programmes of economic development. 
Even about the countries of west Asia 
and south east Asia, the available data 
with the official agencies are meagre and 
often out-of-date. The problem has to 
be tackted not by setting up new organi¬ 
sations for this purpose but by toning up 
the export promotion councils and other 
concerned agencies. The Commerce 
ministry itself can do a great deal in this 
matter. The ministry should not be 
unduly secretive about the market sur¬ 
vey reports that it receives from our em¬ 
bassies and the provisions of the trade 
agreements that India concludes with other 
countries. 

Wc have to close the information gap 
not only in regard to exports but also 
imports. Mr Alexander pointed out 
that, despite the fact that India had ex¬ 
ported in 1974-75 goods valued at over 
Rs 3304 crores, the country had incurred 
a trade deficit of Rs 1164 crorcs. He said 
that the problem of trade gap could not 
be reduced by cutting down imports and 
that “it will be the greatest economic 


Unconventional insurance 


Judged by its profitability, the General 
Insurance Corporation of India (GIC), a 
public sector institution which came into 
being in 1971 after the nationalisation of 
108 private general insurers, has done 
exceedingly well in recent years. As dis¬ 
closed by Mr G.V. Kapadia, chairman 
of the GIC, in the capital during the con¬ 
ference of the divisional managers, the 
corporation had made a pre-tax profit of 
Rs 38.6 crores in 1973 which rose to Rs 
47 crores in 1974 and was expected to in¬ 
crease to Rs 55 crores in 1975. The tar¬ 
get for 1976 was Rs 75 crorcs. Also, 
premium revenue rose from Rs 222 crores 
in 1973 —the first year after nationaliscTt- 
tion -to Rs 250 crores in 1974 and is 
expected to be about Rs 300 crores in 1975 
as against the target of Rs 285 crorcs. 
The goal for 1976 has been fixed at Rs 350 
crores. 

Mrs Sushila Rohatgi, union deputy 
minister for Finance, is however keen 
that the GIC should “identify and deve¬ 
lop various types of non-traditional busi- 


insurance industry to evolve viable in¬ 
surance schemes to cover such risks. 
Surely, considerable initiative and intel¬ 
ligence was needed in devising such 
schemes and making them popular 
among the people. These new lines of 
development in insurance would not be 
successful unless they were backed by 
training programmes at all levels. The 
corporation has hitherto followed the 
beaten tracks as the bulk of its business 
comes to its door due to statutory obliga¬ 
tions on the insured. Hence, the corpora¬ 
tion which is a monoply consisting of lour 
divisions—National, New India, Oriental 
and United India—will need to undertake 
a training programme to instil the spirit of 
service among the young entrants to this 
profession and will have to start experi¬ 
menting in ncw f areas. 

Insurance stands for a guarantee of 
financial assistance in case of a calamity 
which in turn implies the existence of a 
fear of loss. The corporation estimates 
the chances of loss likely to be caused by a 


crime to do so”. No Responsible or¬ 
ganisation or individual has called for 
an indiscriminate cut in imports. But, 
surely, it cannot be argued that there is 
no scope for reducing imports by stepping 
up substantially our agricultural and 
industrial production. Besides, it should 
be possible to effect savings in foreign 
exchange by arranging imports in the 
most efficient and economical manner. 

Our state trading agencies have often 
failed to do this. Last year, for instance, 
they were confronted with the huge accu¬ 
mulation of fertilisers, non-ferrous metals 
and some other items because imports 
were not made with due care. Be¬ 
sides, our import statistics are not suffi¬ 
ciently detailed in order to enable our 


ness so as to meet the basic objectives of 
nationalisation.” Inaugurating the above- 
mentioned conference, she complained 
that in a period of five years since the 
nationalisation of general insurance, the 
progress in the development of the non- 
conventional business had not been up to 
expectations. In support of her conten¬ 
tion, she cited the example of cattle in¬ 
surance for which the corporation had set 
the target of one crore of rupees by way 
of premium income in 1976 which, in her 
view, was rather modest. She therefore 
urged the corporation to give added atten¬ 
tion to cattle insurance and similar non- 
conventional modes of insurance cover. 
She made a pertinent reference to natural 
calamities which caused widespread dam¬ 
age and suffering. It was for the 


calamity and working on the theory of 
probability and the prevalent rates of 
interests, works out the premium payable 
by each insurer. If the actual experience 
turns out to be better than anticipated by 
the corporation, the scheme yields some 
profit to the corporation. The fact that 
the GIC profits have been rising year after 
year shows that the claim-ratios have 
hitherto been in general far lower than 
those anticipated by the corporation. 
Partly it is due to the stringent conditions 
stipulated by the corporation in respect 
of each policy scheme that the claims work 
out to be below expectations. 

For example, in the case of cattle 
insurance, risk covering was hitherto 
confined to well organised dairies and 
only in a few cases to milch cattle 
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purchased with loans taken from banks. 
Though these policies covered death 
due to accident or disease, they did 
not provide any relief in case of death 
due to the prevalence of an epidemic. 
In fact, it is at such a time that the 
losses of the insurers are the heaviest 
though the insurance policies do not 
provide any cover. The government is 
icportcd to have asked the corporation 
to examine the feasibility of relaxing some 
of the stringent conditions and also ihc 
possibility of lowering the high premium 
rates in the case of the milch cattle covered 
by the Small Parmer’s. Development 
Agency and the Marginal Farmer's and 
Agricultural Labourer's Agency. 

To prove that the GIC was willing to 
introduce new types of policies, Mr 
Kapadia stated at the conference that the 
coiporation proposed to underwrite a 
Janata personal accident and sickness 
policy for urban areas with effect from 
March 1, 1976. This new policy is sup¬ 
posed to bring within the reach of the 
common man a facility which has so far 
remained a privilege of the upper-income 
groups in society. The scheme stipulates 
than any person between the ages of 18 
and 60 who can pay a premium of one 
rupee a month, can buy this policy which 
provides up to Rs 150 in a year for medi¬ 
cine and up to Rs 7,500 in disability bene¬ 
fits. 

The disability benefit is payable 
in case of accidental death or loss of both 
arms, legs or eyes. When the loss is 
con lined to one arm, leg, or eye. half the 
disability benefit would be paid. How¬ 
ever, persons suffering from chronic dis¬ 
eases arc not to be covered and a person 
will not be allowed to buy more than one 
policy. No medical examination will be 
needed since the total premium payable 
in a year at Rs 12 may otherwise be 
swallowed by doctor’s fee. All that the 
insured would be asked is: name, age, 
disabilities suffered and nominee in the 
event of death occurring due to an acci¬ 
dent. In short, the GIC will accept the 
word of the insured in regard to possessing 
good health. The chance of death or 
injury due to an accident being exceed¬ 
ingly small. the policy works outingencral 
to be a scheme for providing medical 


cover of Rs 150 in a year for an annual 
premium of Rs 12. If one out of 15 per¬ 
sons insured with the corporation under 
this scheme claimed the full medical 
benefit, it would turn out to be a success 
with a margin of profit for the GIC. 
However, if two persons out of 15 become 
claimants, it would be a losing scheme 
and may have to be abandoned. Its 
success therefore depends upon the general 
health of the persons who opt for it. 

The general crop insurance scheme 
has failed to materialise in our country 
because of two basic reasons. First the 
scheme has to be compulsory for all far¬ 
mers, big or small. Then only the pre¬ 
mium rates can be kept low enough to 
be attractive for the farmers. This will 
need the active support of the state govern¬ 
ments. Second, the scheme will be so 
extensive in nature that it will have to 
be taken up by the central and state 
governments together. This scheme will 
cover the source of generation of nearly 
half the natioral income of the country. 
Surely, it is beyond the present capabili¬ 
ties of the GIC. In fact, the task is so 
enormous that even a separate corpora¬ 
tion may have to be set up for handling 
crop insurance only. Mr Kapadia in¬ 
formed the conference that the Indian 
School of Political Economy was making 
a comprehensive study and on receipt 
of its interim report, the corporation 
would decide as to what share of this 
large market could be tackled by it effec¬ 
tively. 

In the meantime, the GIC had 
started its operations in th : s field on an 
experimental basis. In 1975, it had 
launched six schemes covering cotton in 
Gujarat, Maharashtra, Andhra Pradesh, 
Karnataka, and Tamil Nadu, and wheat 
in Maharashtra. A scheme for the in¬ 
surance of potato crop had been finalised 
for implementation during the current 
rabi season in West Bengal. The West 
Bengal Agro Industries Corporation was 
joining hands wiih the GIC for making it 
a success. An experimental crop in¬ 
surance scheme is also proposed to be 
launched for sugarcane in Nainital. 

The most essential characteristic of 
insurance is service; if the corporation 


fails in it, then all its grandiose plans 
pale into nothing. Rightly Mrs Sushila 
Rohatgi asked the officers of the GIC 
to pay maximum attention to giving satis¬ 
factory service to the policy-holders by 
being “prompt, efficient and courteous”. 
In particular, the disposal of claims nee¬ 
ded the utmost care. The fact thait claims 
numbering 350,000 had remained un¬ 
settled did not reflect very favourably on 
the working operations of the corpora¬ 
tion. This tended to cause frustration 
among the insured and led to loss of faith 
which could not be restored through pub¬ 
licity campaigns costing even lakhs of 
rupees. 

The rising profitability of the GIC 
does not mean efficient working ipso facto. 
There is a possibility of reducing losses 
in marine, fire and motor insurance m 
particular. This fact is known to the 
management of the corporation. For 
example, it is no secret that very often the 
automobile repair shops and motor vehi¬ 
cle owners collude in staking increased 
claims on the corporation for damage 
caused to vehicles by accidents. There¬ 
fore, ihe management of the GIC had 
better devise ways and means to reduce 
the incidence of such collusion. It is 
encouraging to note that for minimising 
losses in fire insuiancc, the corporation 
is undertaking a special study in consul¬ 
tation with international experts. Also, 
a seminar on marine, fire and motoi in¬ 
surance being organised in Bombay next 
month by the corporation is likely to throw 
tip some useful guidelines for the GIC 
as well as the insured. 
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None shall hunger and 
thirst for finance and aid 



Last year,GSFC disbursed 
loans worth Rs. 14.32 
crores to over 
990 industries. That's 
more than what any 
similar financial 
Corporation in India gave. 


Over the last 5 years GSFC has 
shown an astounding increase 
of over 60% each year, in the 
amount of financial assistance 
given. 

No wonder, so many industrialists 
outside Gujarat approach GSFC 
for assistance- 

GSFC helps industrialists by 
providing liberal finance up to 
Rs. 30 lakhs. In the form 
of rupee loans and wherever 
necessary, foreign exchange, 
upto 80% of the fixed capital. 

GSFC also has several schemes 
designed to meet the needs of 
various sectors of industry. 

In the 'Incentive Areas’ 
(Panchmahals, Broach, 
Surendranagar) and other 
developing districts, GSFC 
provides long-term loons at 
concessional rates. 

It also collaborates with leading 
financial institutions like I OBI, 


IFCI. ICICI and of course, G1IC. 
And underwrites capital issues 
floated in the open market and 
guarantees deferred payments. 



As you can see. GSFC’s 
promises are backed by solid 
performance. So if you want 
GSFC's assistance in setting 
up your industry... 

Come to Gujarat, 
the Land of Promise 
...and Performance! 


For further details on how we 
can help you, mail the coupon to: 

Investment information Officer 
Gujarat State Financial 
Corporation 

Children's Hospital Building 
Rasala Mara, Mitha Khali 
Ahmedabad 380 006 


I Plaasa send me • n Information Form • 

| Name.....— { 

{ Addrass. | 

»...i 

> Nature of Industry Proposed/Existing { 


I 1 have saan your advertisement in J 
! .... - • 

• (Name of Publication) (Data) J 

* Shllpl2 GC 12/75 At i 

..•*>■«§- * 

Pinp Gujarat Industrial 
iJIuU Davelopmant Corporation 
offers industrial land, sheds and 
infrastructural facilities at 82 locationa 
ftllO Gujarat Industrial 
•III v Investment Corporation Ltd 

tills the investment gap between total 
capital investment ana base capital 
consisting of promoter s share plus 
assistance from other institutions 
nCCP Gujarat State Financial Corporation 
Uwib offers liberal fmanciol assistance 
upto Rs. 30 lakhs 
Gujarat Small Industries 
Uwlu Corporation Ltd 

gives raw material and developmental 
assistance to small industries 
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POINT OF VIEW 

Science and integrated 

Dr M. S. Swaminathan rural development 


The various initiatives taken by our 
central and state governments since 1947 
have now placed our country in the third 
position in the world in scientific and tech¬ 
nical manpower. On the other hand* we 
were included at the World Food Con¬ 
gress held in Rome in 1974 among the 
"‘most seriously affected" (MSA) countries 
with regard to food, which is the first re¬ 
quisite in the hierarchical needs of man. 
Why do we find this mismatch between 
our position in the world of science and 
the quality of the lives of a majority of 
our people? 

It seems to me that a basic deficiency 
of our developmental system is our inabi¬ 
lity to emulate our genes, in each one do¬ 
ing his or her specific task properly and 
well and everyone working together in a 
coordinated manner. Ect me elaborate 
this further. I wonder how many of us 
realise that the total weight of the chemi¬ 
cal substance of heredity, de-oxyribose 
nucleic acid (DNA), for our entire popu¬ 
lation is only about 4.2 mgs, if we add up 
the weights of DNA present in the single 
cell embryo of each individual from which 
we grow. By the same method of calculation 
the present population of Homo sapiens 
would have a DNA content of about 28 
rags. In these 28 mgs of DNA, the speci¬ 
fications for the heritable characteristics 
of our entire species arc inscribed. How 
has the genetic system combined econo¬ 
my with such remarkable efficiency and 
precision? 

essential properties 

Genes have three essential properties. 
Each gene has a specific function; each is 
capable of replication or making exact 
copies of itself; and each is capable of 
mutation or heritable change. The func- 
tionofa gene is regulated both in terms of 
its particular location on a chromosome 
and also in terms of a partic^ar time se¬ 
quence in development. During the repro¬ 
ductive phase, gcr.cs are able to combine 
in different ways and (his process of recom¬ 
bination followed by segregation gene¬ 
rates wide variability. Thus, in practice, 
except for identical twins, no two indivi¬ 
duals arc exactly similar. Mutation, or 
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This is the general presidential 
address by Dr. M.S. Swaminathan 
at the Sixty-Third Annual Session 
of the Indian Science Congress 
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heritable change adds to the capacity to 
respond to changing selection pressures. 

Another remarkable property of genes 
is the system of vertical and horizontal co¬ 
ordination to which they subject them¬ 
selves. Thus, each gene performs its spe¬ 
cific function and is able to replicate it¬ 
self, to change and to work cooperatively 
and sometimes competitively with other 
genes. Integration of vertical and hori¬ 
zontal coordination has invested tlchuc- 
dity system with precision and power. 
If only everyone of us was aware of the 
way in which our own bodies function 
and applied the lessons learnt from it in 
our daily life, we might be more success¬ 
ful in achieving what individually and col¬ 
lectively we wish to accomplish. 

important task 

What is it that wc want to accomplish? 
In my view, the most important task is 
to draw the greatest benefit from our exist¬ 
ing human resource and to limit its further 
unplanned growth. Past experience sug¬ 
gests that human resource cannot be effec¬ 
tively used by traditional approaches to 
“creating jobs”, which often tend to dege¬ 
nerate into doles. What is needed is the 
growth of employment policies from an 
overall strategy of resource utilization 
designed to convert sunlight, soil, water, 
mineral, plant, animal and other resources 
into wealth meaningful to people. In¬ 
stead of devoting undue attention to 
brains drained to other countries, we 
should pay serious attention to the utili¬ 
zation of brains within the country. The 
starting point is obviously the village, 
which is where both untapped assets and 
native brains exist. This is why the 
Science Congress has chosen integrated 
rural development as its first focal theme. 

Eighty per tent ( four population new 


live in rural areas. Some experts have 
calculated that this percentage will fee 71 
in 2000 A.D. Even if the percentage goes 
down, the rural population is expected 
to grow in number from 441 million in 
1971 to 662 million by 2000 A.D. Of 
the existing rural population, nearly 50 
per cent is believed to suffer from poverty. 
Rapid rural development based on the 
scientific utilization of all our resources, 
both natural and human, is therefore a 
must. 

rural urban relationship 

It is worth noting that countries which 
have gone too far on the road of urbani¬ 
sation arc now repenting this choice. 
Rapid urbanisation has generated a steep 
rise in the consumption of non-renew- 
blc forms of energy. For example, the 
transport needs of large cities have grown 
so vast that the number of motor vehicles 
in the world increased by 120 million dur¬ 
ing the 1960s, generating problems of 
atmospheric pollution and human tem¬ 
per. There is today a marked movement 
back to the countryside, but with the 
integration of some of the basic benefits 
of urban life with rural living. A planned 
reclustering of jobs, services and amenities 
more widely throughout the country in 
accordance with the agro-ccological 
potential and socio-economic needs of 
each area will facilitate this movement. 

Gandhiji stressed that only a marriage 
between intellect and labour could lead to 
rural regeneration. F.ducalion, in the 
past, particularly at the university level, 
unfortunately tended to promote the con¬ 
cept that rural jobs, which were mostly 
related to agriculture, required only 
brawn and not brain. The exodus of the 
educated caused neglect of the hinter¬ 
land. Yet we now know that unless life 
in a rural community is made tolerable 
for all, the problem of poverty cannot 
only not be solved but will get worse. 
Therefore, a national policy of scientific 
rural-urban development as an integrated 
package is essential. 

So far we have generally tended to pay 
only lip service to the cause of rural deve¬ 
lopment. People living in cities talk 
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about the freshness and beauty of nature 
but would not like to go and enjoy them 
even after retirement. Similarly, public 
policies have tended to promote an in¬ 
terest in urban living. For example, to¬ 
day if a scientist or a public servant moves 
from a Class ‘‘A” city to a smaller place, 
he loses in his total emoluments. It is 
only in tfte case of the Defence Services 
that the principle of serving all parts of 
the country has been developed with ap¬ 
propriate provisions for non-family post¬ 
ings. Recently, the Indian Council of 
Agricultural Research has introduced the 
concept of compulsory service for a spe¬ 
cific period in a tribal or neglected area by 
all members of the Agricultural Research 
Service. Compulsion alone cannot yield 
the desired results. What is important 
is to incorporate, in personnel policies, 
appropriate provisions for the education 
of children and for medical facilities to 
enable qualified scientists and technolo¬ 
gists to work in areas where these facili¬ 
ties do not yet exist. 

important task 

An important task for this year’s 
Science Congress is to review our rural 
assets and liabilities and the present state 
of the art of harnessing science to improve 
rural economy and living. On the basis 
of such a review, certain broad guidelines 
are to be developed for using the tools of 
science to enhance the assets of rural life. 

Though our assets are well known, it 
is worth repeating them because they are 
so impressive. First, we have the second 
largest human population in the world, 
most of whom arc young. Although a 
considerable proportion of the adult popu¬ 
lation is classilicd as illiterate in the 
formal sense, they have shown a great 
capacity to absorb, adapt and benefit 
from modern technology. There are 
abundant recent examples to justify this 
statement. The doubling of wheat pro¬ 
duction within a span of five years, the 
progress made in improving rice and 
wheat production in areas where they 
were unimportant before, the spread of 
maize, formerly regarded as a kharij crop, 
in the rabi season along the Indo-Gangetic 
Plains, the spurt in long staple cotton 
production, the availability of apples 
everywhere in the country, the 
progress in the production of 
potato, tapioca and other tubers, 
the development of low-cost ground 
water exploitation technology like bam¬ 
boo tubewells, the spread of gobar gas 
plants and the growing diversification of 
export products from the rural sector are 
all indices of rural capability. Striking 
changes are visible in several parts of our 
country in farming systems, and animal 
husbandry is beginning to get more effi¬ 


cient. Our farmci s have thus shown their 
readiness to adopt new technology pro¬ 
vided it is economically viable and low 
risk in character and if appropriate pac¬ 
kages of services and public policies help 
to ensure a reasonable return for their 
labour and investment. 

Our animal wealth is also vast. We 
have over 16 per cent of the world’s 
cattle population, 45 per cent of the 
buffalo population, over 69 million goats 
representing the largest population in the 
world, over 43 million sheep occupying 
the sixth position in the woi Id, and rich 
populations of poultry and inland and 
coastal fisheries. Wc are also endowed 
with excellent wild life resources. Our 
soils are by and large robust and produc¬ 
tive, although in some areas lack of care 
has led to considerable erosion and the 
development of salinity, alkalinity and 
other problems. Shifting cultivation is 
still the major source of living for nearly 
two million people in the north-eastern 
Himalayan region. The method of 
handling the soil was developed hundreds 
of years ago as the only then available 
answer to the law of the diminishing return 
from the soil. There is however no place 
for it now. 

vast resources 

Our water resources arc vast and varied, 
and the National Commission on Agri¬ 
culture has calculated that the area under 
irrigation can almost be doubled during 
the next 25 years from the present 42 
million hectares. In the gross sown area 
of about 164 million hectares, regions 
with high (1150 mm and abovej, medium 
(750 to 1150 mm) and low (less than 750 
mm) rainfall occur in almost equal pro¬ 
portion. Thus, over 45 per cent of the 
net sown area in the country has a reason¬ 
ably assured water supply. Even in the 
arid zone of Rajasthan there is fortunately 
a good underground water reserve. The 
water quality is by and large good, al¬ 
though there are areas where the ground- 
water is saline. An integrated strategy 
for the utilization of grourd ar.d surface 


water and for harvesting all rain waitr in 
each ecological and topographic area 
will help to transform our agriculture and 
rural economy. 

The high priority accorded to irriga¬ 
tion, command area development and . 
groundwater exploitation in the fifth 
Plan and in the 20-point economic pro¬ 
gramme should help to make our agri¬ 
culture self-reliant and provide consider¬ 
able resilience in crop planning. If wc 
consider only light duration (energy), 
water availability and temperature, which 
are three of the major factors regulating 
crop production potential, the period of 
maximum insolation in the tropics and 
sub-tropics unfortunately coincides with 
low availability of water and high tem¬ 
perature. The latter would lead to high 
evapo-transpiration and consequently 
greater demand for water. In the ab¬ 
sence of irrigation, water becomes the 
chief limiting factor in crop productivity. 
Thus, the period of potential maximum 
yield unfortunately becomes in reality a 
period of minimum* productivity. In 
contrast, in the temperate zorc the period 
of maximum day length fortunately coin¬ 
cides with periods of precipitation arcl 
temperatures conducive to growth (see 
table below). The high and stable yields 
obtained with irrigation during boro ai d 
summer seasons in our country with 
several crops have fortunately focussed 
attention on this problem. 

agro-climate conditions 

Our plant resources are vast and we 
have nearly 20,GC0 plant species, a greater 
number than in countries with a much 
larger geographical area. Thi* is yet 
another index of the varied agro-climatic 
conditions prevalent in our country which 
offer scope for a wide range of plant spe¬ 
cies to thrive. 

Thus, if one draws an agricultural 
balance-sheet purely in quantitative tarns, 
our assets are great. It is an irony there¬ 
fore that we should still find it difficult 
to provide for the basic minimal needs of 


Estimated Yield Potential and Per Cent Achieved in Four Rice-Growing Countries'* 


Country 

Approximate dura¬ 
tion of effective grain- 
filling period (days) 

Average 
sunlight 
(Cal. cm-* 
day- 1 ) 

Estimated 
yield poten¬ 
tial (t/ha) 

Average 

yield 1 * 

(t/ha) 

Spain 


35 

500 

17.9 

6.27 

Australia 


35 

600 

21.1 

6.25 

Japan 


35 

350 

12.1 * 

6.02 

India (Kharif) 


25 

300 

7.3 

1.85 

(Andhra Pradesh) (Rabi) 

25 

500 

13.4 

2.20 


•Efficiency for solar energy utilization is assumed to be 2.5 per cent. 
**FAO Production Year Book 1973. 
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our population and that wc should face 
problems of unemployment and under-*; 
employment both in rural and in urban 
areas. Since I consider the population- 
food supply equation and the population- 
employment equation equally important 
• and interdependent, I would like to dwell 
briefly on certain scientific aspects of 
these two equations. 

According to the estimates of the 
National Commission on Agriculture, 
our population by 1981 may be about 
668 million. The total food needs for 
the present population and estimated 
population of 945 million by 2000 A.D. 
arc about 122 and 220 million tonnes 
respectively. The major nutrition pro¬ 
blem of our country is inadequacy of calo¬ 
rics in the diet of the economically handi¬ 
capped. Under-nutrition, in turn, has 
been attributed in many instances not so 
much to lack of food in the market as to 
lack of purchasing power in the hands of 
the urban and rural poor. Therefore, 
the food problem in many areas needs 
to be stated not just in terms of a certain 
quantity of foodgrains alone but also 
in terms of certain person-years of jobs 
which would provide the wherewithal to 
buy food. 

If we separate the problem of increas¬ 
ing food production from the ability of the 
market to absorb it at remunerative prices 
wc will find that there should be no diffi¬ 
culty in producing the food we need. In 
several countries of Asia, an increase or 
decrease in food production by a margin 
of about five per cent may make all the 
difference between an uncomfortable glut 
and acute scarcity. Consequently, price 
fluctuations tend to be high, thus making 
it difficult fc r poor farmers to decide how 
much to invest in inputs. Some form 
of crop insurance will help, but this 
presents many operational difficulties. 

food security system 

Ideally, there should be a global solution 
to this problem. The World Food Con¬ 
gress had recommended the establishment 
of an International Food Security System 
through a nationally or regionally held 
but internationally firanccd grain reserve 
of about 80 million tonnes. If imple¬ 
mented, this will provide a mechanism 
for channelling adequate external resour¬ 
ces for the purchase of home-grown food. 
Both an uneconomic depression in prices 
and considerable loss of surplus produce 
in poor home storage structures can be 
prevented in this way. 

Ultimately, the only real mechanism 
for achieving improved standards of liv¬ 
ing is increased productivity both in farms 


and factories. In the area of crop pro¬ 
ductivity, we occupy an unenviable posi¬ 
tion in the world. 

The National Commission on Agri¬ 
culture has calculated that even by 1985 
the above average yield of rice and wheat 
in our country would be only of the order 
or 1.6 and 2.1 tonnes per hectare res¬ 
pectively. The position with regard to 
jowar , pulses and oilseeds is even worse. 
For these crops, the National Commis¬ 
sion feels that the average yields in 1985 
will range only between 8 and 9 quintals 
per hectare. Wc have only to compare 
this with the average yields of rice of 5 
to 6 tonnes per hectare prevalent even 
now in countries with small holdings like 
Japan and Taiwan to see the large gap 
between what seems to be possible and 
what we are able to accomplish. Unless 
we take speedy action to identify the 
major constraints to productivity in each 
cropping pattern and remove them, ours 
will be a very inefficient farming system. 
Further, there is a positive correl* lion 
between productiv : ty and stability of 
yield—the h : gher the average yield, the 
greater is the stability. 

key sectors 

In my view, the keys to achieving a 
comfortable position on the food front in 
our country in the near future are rice 
and jowar (sorghum), which occupy over 
50 million hectares. I would hcncc 
like to refer briefly to some institutional 
arrangements which will have to be made 
to achieve a higher growth rate in pro¬ 
ductivity in these crops. 

The following arc some of the serious 
problems affecting rice production dui- 
ing the south-west monsoon period. 

(a) Inability of farmers to raise nur¬ 
series and transplant at the optimum 
time. 

(b) Lack of availability or applica¬ 
tion of improved technology for 
direct seeded ana upland rice. 

(c) Difficulties in efficient water manage¬ 
ment, resulting either in too much 
or too little water. 

(d) Inability to control pests effectively 
and in time. 

(c) Poor fertilizer use efficiency. 

(f) Poor post-harvest technology. 

In several of our rice-growing areas 
and more particularly in the tribal areas, 
a farmer spends over two months in pre¬ 
paring rice seedlings for transplanting. 
He collects cowdung and other organic 
refuse and often burns this material in the 
place intended for raising seedlings. He 


uses a thick seed rate and thereby gets 
thin seedlings. As a result, he plants a 
bunch of weak seedlings together and 
places them rather deep in the puddle. 
Such practices need to be almost reversed 
if the yield potential of the new strains is 
to be realised. Community nurseries 
provide an institutional solution to this 
problem. The timely supply of healthy 
seedlings to farmers enables not only trans¬ 
planting at the optimum time but also 
correct varietal choice, according to the 
particular situation of the farm in the vil¬ 
lage and the supply of nutrients like phos¬ 
phorus and zinc at the seeding stage. 

community endeavour 

Scientific water and pest manage¬ 
ment would also need community endea¬ 
vour. The new plant varieties form a 
dense crop canopy. This kind of crop 
canopy also promotes the greater inci¬ 
dence of some pests which were not im¬ 
portant before, such as the brown plant 
hopper, which has played havoc with rice 
production in Indonesia and also in some 
parts of our country like Kerala. It 
would be difficult for each small holder 
to undertake the necessary tasks himself, 
even if he has the requisite will. Accord¬ 
ing to the National Sample Survey, farm 
holdings below one hectare increased 
from 19.9 million in 1961 to 26.1 million 
in 1971. In fact, the Agricultural Cen¬ 
sus of 1971 estimates that holdings below 
one hectare are 35.7 million. Whatever 
be the correct figure, the trend is towards 
an increase of small holdings, which is in 
accord with the national policy. 

It would be necessary to match the 
national policy on size of holdings 
with appropriate institutional arrange¬ 
ments for helping small farmers not 
only to overcome their economic 
handicaps but also the biological 
handicaps beyond the conti ol of an indi¬ 
vidual farmer. Devices like farmers’ 
service societies, small and marginal far¬ 
mers’ agencies and more recently rural 
banks have been set up to tackle the eco¬ 
nomic and input supply aspects of this 
problem. However, in my view, unless 
we approach the problem in its totality, 
it will be difficult to achieve substantial 
jumps in productivity which are otherwise 
well within our reach purely on scientific 
and ecological considerations. This is 
particularly urgent since the technology 
of the future will be increasingly based 
on recycling principles and integrated app¬ 
roaches which will demand collective 
action by farmers in a village or watershed 
for efficient adoption. 

As in rice, there is immense scope in 
jowar , a major food crop of unirrigated, 
areas, for improving yield and produc- 
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tion. Our average yield today is only 
about 500 kgs per hectare, while in many 
countries where jowar is grown for feeding 
cattle and pigs, the average yield is about 
ten times higher. A breakthrough in 
rainfed agriculture can be expected only 
be planning for large quantum jumps; 
rather than for slow and graded annual 
targets which arc within striking distance 
of environmental fluctuations. The pre¬ 
dominantly black soil belt of jowar , as 
in Madhya Pradesh, Maharashtra and 
parts of Karnataka and Andhra Pradesh, 
usually grows tall varieties of 5 to 6 
months* duration. By substituting such 
varieties with a 3-month hybrid variety, 
assured yields can be expected even dur¬ 
ing years with sub-normal rains. How¬ 
ever, if the rains arc plentiful as hap¬ 
pened during 1975, a ratoon crop of 
jowar can be taken up or alternatively a 
second crop like safflower, sunflower or 
chickpea can be grown. It has been esti¬ 
mated that nearly 4 million hectares out 
of about 18 million hectares under jowar 
would provide opportunities for taking a 
double crop in years of normal rainfall, 
provided short-duration varieties and hy¬ 
brids are grown. The establishment of 
single maturity jowar zones with regard 
to varietal distribution would help to mini¬ 
mise pests like midge. 

detailed analysis 

Scientists should make, block by block, 
a detailed analysis of the factors impeding 
biological and industrial productivity. 
Even in a crop like sugarcane, which is 
one of our great botanical assets, wc 
find that our yields are low for a variety 
of reasons. The National Commission 
on Agriculture has calculated that even 
by 1985 the gur yield will only be 6 tonnes 
per hectare as against about 5 tonnes per 
hectare now. Sugarcane is the most 
efficient natural quantum converter that 
wc know today as a collector and storer 
of solar energy in a useful form. The 
efficiency of quantum conversion to sugar 
is about 0.25 per cent, which is very good 
for a field crop. Countries like Brazil 
where land is not a limiting factor arc try¬ 
ing to exploit the botanical efficiency of 
sugarcane, even to produce ethanol and 
thereby cut down the import of petro¬ 
leum products. For example, it has been 
calculated that in the San Francisco river 
region of Brazil, where yields are high, 
only 1,50.000 hectares of sugarcane will 
be needed to meet 10 per cent of the 
annual gasolene requirements of Brazil. 
Why arc we lagging behind in exploiting 
the yield potential of this wonderful 
crop? 

Some answers to this question have 
been provided by the district of Visakha- 
patnam, where our Congress is being 


held. The yields in this district were 
formerly poor. But by a correct varietal 
choice such as the variety Co. 997, and 
by extending the needed help to growers 
through cooperative societies which run 
aU the sugarcane factories in the district, 
there has been a steady increase in sugar 
production. Similar cooperative en¬ 
deavour in the supply of disease-free 
planting material, scientific nursery and 
planting practices and pest management 
will have an immediate beneficial effect 
on sugarcane yield in states like Uttar 
Pradesh and Bihar* 

basic steps 

In my view, a few basic steps arc needed 
if we want to convert the scientific break¬ 
through now taking place in most crops, 
farm animals and in inland and coastal 
aquaculture into a production advance 
and, a production advance into improved 
prosperity for all sections of the rural 
community. First, all groups must 
accept the concept of productivity. For 
this purpose, minimum productivity 
targets will have to be fixed and a farmer 
who does not achieve the target continu¬ 
ously for a few years without valid reasons 
should stand every chance of losing his 
land. Minimum targets such as three 
tonnes per hectare per year from two crops 
on irrigated land and one tonne per hectare 
per year in areas with over 1000 mm 
rainfall are neither ambitious nor unrealis¬ 
tic if proper institutional arrangements 
are made for supporting farmers. Ap¬ 
propriate Agricultural Productivity Acts 
by our state governments could pro¬ 
vide the social compulsion for coopera¬ 
tive efforts in areas like soil and moisture 
conservation and pest control. As an 
ingredient of such legislation considera¬ 
tion deserves to be given to minimum 
limits to operational land holdings, below 
which the holding should not be fragmen¬ 
ted as a unit of management, whatever be 
the ownership pattern. 

The second need is to match the obli¬ 
gations of farmers under Agricultural 
Productivity Regulations with corres¬ 
ponding obligations on the part of state 
governments. For this purpose, the 
Gram Sabhas or Panchayats may have 
to be restructured in such a manner that 
every member of the Panchayat assumes 
specific responsibility to organise the 
social support necessary for the effective 
adoption of a technological innovation. 
Unless there is a Jink between those who 
move society and those who move science 
and technology, it will be difficult to 
achieve the ends wc desire. Every prosper¬ 
ing experiment in our country in rural 
transformation owes its impact to a com¬ 
bination of the?e two factors. 

Unlike in industry, no depreciation 
96 


can be allowed on the basic assets of agri¬ 
culture. The land-man ratio has already 
reached critical limits in several parts of 
our country. The history of agricultural 
advance of the past century has shown 
that in many countries productivity has 
continuously risen through scientific far¬ 
ming without any harm to the long-term 
production potential of the soil. As 
productivity increases, the area under a 
specific crop can go down and more land 
could become available for energy plan¬ 
tations and silvi-pastoral systems, which 
are essential for meeting rural fuel and 
feed needs. In a few states like Karna¬ 
taka, there is evidence that total produc¬ 
tion is going up in a few major crops side 
by side with a reduction in area. This 
trnd should become national. 

I have talked so far of the institutional 
and policy packages needed for increas¬ 
ing the feasibility and efficiency of adop¬ 
tion of new technology-in our villages. 
Emphasis on this does not mean that all 
that needs to be done on the scientific 
front has been accomplished. On the 
contrary, every change produces several 
reactions, some favourable and some ad¬ 
verse. 

vision and vigilance 

Scicntic vigilance and vision will 
be needed to maximise the beneficial 
effects and minimise the negative conse¬ 
quences of new technology. I have al¬ 
ready referred to the undesirable asso¬ 
ciation between a “high-yield environ¬ 
ment” for plants and a corresponding 
favourable atmosphere for pests. Un¬ 
scientific multiple cropping and mono¬ 
culture of the same genetic strain of a 
crop over large and contiguous areas 
compound the problems of pests, which 
arc even otherwise serious in the tropics 
and sub-tropics. Not only annual crops 
but perennial crops like citrus, mango, 
coconut and sandal, arc affected by seri¬ 
ous disease problems which arc still 
evading solution. Besides pest manage¬ 
ment, I shall refer to a few more obvious 
areas where research work needs to be 
stepped up speedily. 

Of the highest priority is more intensive 
work on the preparation of an integrated 
inventory of land, water, mineral and 
other natural resources, area by area, and 
the development of scientific land and 
water use plans. Such an inventory 
should indicate the steps needed to re¬ 
claim large areas now stricken by 
salinity, alkalinity and acidity, as well as 
to conserve water, soil fertility and germ 
plasm of plants and animals. A second 
area is more careful examiration of wea¬ 
ther in illation to crop and animal pro¬ 
ductivity. Foitunatciy, a close coordi¬ 
nation has of late been developed between 
meteorologists and agricultural research 
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and extension workers. Day-to-day deci¬ 
sions by farmers require the correct inter¬ 
pretation of short-range weather outlook. 

We have a good mass-media network 
and we can easily develop the capability 
to convey accurate and timely advice to 
farmers. Meanwhile, research on soil- 
crop-wcather correlations, weather modi¬ 
fication, A hail dispersal and efficient forms 
of utilising dew should go on. A third 
area relates to the efficiency of conver¬ 
sion of cultural energy (i.e. all forms of 
energy introduced by man after he domes¬ 
ticated plants and animals) into digesti¬ 
ble energy. The most important com¬ 
ponents of cultural energy are imple¬ 
ments and farm power, water and 
nutrients, particularly fertilizer. In the 
technology developed so far in the affluent 
countries, the ratio of conversion of 
cultural energy into digestible energy 
became less coincident with an increase 
in productivity. For example, David 
Pimental and co-workers in a recent arti¬ 
cle in “SCIENCE” (Vol. 190, 754-761) 
point out that by the use of US agri¬ 
cultural technology to feed a world popu¬ 
lation of 4 billion a high-protein calorie 
diet for one year would require the equi¬ 
valent of 5000 billion litres of fuel. If 
petroleum were the only source of energy 
for food production and if wc used all 
petroleum resources solely to produce 
food, the estimated reserve of 66053 
billion litres would last a mere 13 years. 

the challenge 

The challenge therefore lies in develop¬ 
ing techniques which will help to improve 
productivity continuously without a con¬ 
current loss in the efficiency of conversion 
of cultural energy. This will need a 
stepping up of research on tillage, water 
use, integrated nutrient supply and recy¬ 
cling of recoverable sources of energy. 
Also, inis area needs support from well- 
defined public policies. For example, 
the conservation and use of all organic 
wastes would need the introduction of a 
rural fuel supply policy based on a com¬ 
bination of steps such as raising energy 
plantations, organisation of community 
bio-gas plants, supply of coal or lignite 
at subsidisea prices and supply of electri¬ 
city and other forms of energy at reason¬ 
able rates. 

Fourthly, as mentioned already, re¬ 
search relating to the control of the 
menace posed to crops through the tri¬ 
ple alliance of pests, diseases and weeds 
must be stepped up. It is obvious that 
for the foreseeable future chemical pesti¬ 
cides will continue to be used. For 
applying them with due care and caution, 
surveillance and early warning systems 
need to be developed more extensively 


which will facilitate the timely applica¬ 
tion of the minimum quantity of pesticide 
needed. Simultaneously, work on gene¬ 
tic resistance through screening at “hot¬ 
spot” locations and through collabora¬ 
tion with international agricultural 
research centres needs to be stepped up. 
Diverse genes for resistance well have to 
be identified since biotypes occur in 
many serious pathogens and insect pests, 
leading to the breakdown of host resis¬ 
tance. 

solar energy 

Fifthly, all aspects of production phy¬ 
siology aiming at the improved utiliza¬ 
tion of solar energy and reduction of 
photo-respiratory losses by genetic or 
chemical means will have to receive 
greater attention. Sixthly, the whole 
area of biological nitrogen fixation both 
by symbiotic and non-symbiotic mecha¬ 
nisms requires more attention. Nitro¬ 
gen Fixation Research and Development 
Centres might well be established at state 
level jointly by agricultural universities 
and state departments of Agriculture. 
Here collections of nitrogen-fixing micro¬ 
organisms, both symbiotic and free-liv¬ 
ing, could be maintained. Such centres 
could distribute pure cultures of recom¬ 
mended strains for further multiplica¬ 
tion and also administer quality contiol 
programmes. Since considerable basic 
work involving sophisticated instru¬ 
ments is also needed, the establishment 
of a National Nitrogen Fixation Research 
Centre supported by all the major scienti¬ 
fic agencies might be desirable. 

Seventhly, wc need more work on ferti¬ 
lizer technology in order to prevent the loss 
of fertilizer taking place during the kharif 
season through leaching. Some work 
has been done on reducing losses through 
blending nitrogenous fertilizers like urea 
with neem and other cakes and by using 
shellac-coaled urea and sulphur-coated 
urea. What wc need is a low-cost method 
involving locally available material 
which could simultaneously help us to 
reduce leaching losses and provide the 
needed micro-nutrients. Fertilizer tech¬ 
nologists should concentrate on local 
problems and local solutions. Fertili¬ 
zer is the most effective as well as most 
expensive input, and our requirement will 
grow not only for crop production, but 
also for animal and fish production. A 
national grid of small, medium and large 
fertilizer plants and compost units and 
an expanded soil testing service will hence 
be needed for sustaining agricultural 
advance. Since data on the fertilizer 
needed for specific yield targets are be¬ 
coming available for major crops, fertTzcr 
could be used as an effective trigger in 


any national policy of stabilising food 
production. 

Eighthly, all aspects of forestry re¬ 
search, including the development of 
quick-yielding fuel and pulp trees such as 
annual strains of bamboo, need more 
intensive attention. 

Finally, increasing the production of 
domestic animals, poultry and fish by 
breeding, reduction of infertility, better 
nutrition and health care requires much 
closer study. The exploitation of hybrid 
vigour in cattle and fish deserves more 
attention. Disease problems of dew 
genetic strains of cattle and sheep, and 
the harnessing of non-conventional 
sources of feed, particularly call for 
more scientific work. Recent research 
on fish culture in both inland and coastal 
waters has opened up new vistas of pro¬ 
duction. This will have to be supported 
by vastly expanded research on fish dis¬ 
eases and nutrition. 

As for the future, genetic engineering 
involving tnc transfer of genes from one 
species to another is being increasingly 
regarded as a potential tool for achieving 
re-combination of favourable geres. Basic 
research in this area requires expensive 
facilities. A recent symposium on basic 
research as relevant to agriculture, organi¬ 
sed by the Indian National Science Aca¬ 
demy, has stressed the advisability of 
creating such facilities. 

serious lacuna 

' A serious lacuna in our present research 
and developmental efforts is the inade¬ 
quate attention to problems of post-har¬ 
vest technology. An uneven match bet¬ 
ween production and post-harvest tech¬ 
nology has resulted from our relative 
neglect of the latter. Even in areas where 
rice is cultivated with improved varieties 
and fertilizer, the harvested crop has to 
be dried most times by small farmers on 
paved roads. The high moisture con¬ 
tent of grains at the time of harvest and 
inadequate drying prior to storage, parti¬ 
cularly during the kharif season, are resul¬ 
ting in increasing problems of food toxins. 
Studies by scientists of the Central Food 
Technological Research Institute at the 
Gurupur village in coastal Karnataka 
revealed a heavy fungal growth and high 
levels of aflatoxin in rice consumed by 
the population. Hepatitis outbreaks due 
to toxins in food have been reported by 
scientists of the National Institute of 
Nutrition (Proceedings of the Nutrition 
Society of India, No. 12, 1975). Thus, 
appropriate post-harvest technology is 
essential both for the farmer to get the 
maximum return for his labour and inve&t- 
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meat and the consumer to get food of 
good quality. 

The next area to which 1 wish to refer 
is the p3p‘ilatioA*employnient equation, 
which, in my view, will assume even 
greater importance in the coming years 
than the population-food supply equation. 
The obvious first step is a vast intensifi¬ 
cation of our research and developmental 
efforts in the area of population stabilisa¬ 
tion. Recently opened areas of research, 
such as vaccination against fertility, male 
contraceptives and immunisation with 
specific placental proteins, need to be ex¬ 
tended full support. The cultivation of 
improved strains of plants containing cer¬ 
tain steroids is now pait of our strategy 
for reducing the costs of oral contracep¬ 
tives. 

The Bhagwati Committee had estima¬ 
ted that total employment opportunities 
of the order of 22.52 million man-years 
would have to be created in rural areas in 
1969, if full-time employment was to be 
provided to all the available labour force. 
Other calculations have shown that at 
least 10 million man-years of employment 
need to be provided immediately in the 
rural areas. If we measure unemploy¬ 
ment by the criterion of productivity per 
person-day, the figure becomes very high, 
as several economists have pointed out. 
Ultimately, it is only productivity per 
person-day that can provide the basis for 
true prosperity. Thus, rural employ¬ 
ment, productivity and prosperity are all 
interdependent. Nutrition, in turn, is 
related to* this trirngle. 

NCA's calculation 

The National Commission on Agri¬ 
culture has calculated that to generate 
full employment, at least 30 per cent of 
the rural labour force may have to be 
employed in the non-agricultural rural 
sector, including processing, textiles and 
other village industries. The Commis¬ 
sion has h nce suggested both agricul¬ 
tural and non-agricultural programmes 
for generating the needed number of 
jobs. Rapid generation of non-agri¬ 
cultural, though agro-based, sources of 
employment is also essential if a mini¬ 
mum limit to operational holdings is to 
be introduced. 

Among non-agricultural occupations 
in the rural sector, the development of 
infrastructure such as roads, housing, irri¬ 
gation works, electrification and agro- 
aerviccr centres, has been important in the 
past. As agriculture advances, market¬ 
ing, trade, processing, storage, distribu¬ 
tion and transportation will demand more 
labour as has already been observed in 
north west India, where the rice-wheat 


rotation and mixed farming practices are 
making substantial progress. There has 
b:en much talk of the growth of village 
and snull-scale industries and the planned 
allocation of labour-intensive industries 
to rural areas, but in practice it has been 
difficult to make such projects viable. 
The non-availabililyjof improved manage¬ 
ment and marketing techniques has ren¬ 
dered sustained advance difficult. Thus, 
wherever sericulture or honey production 
or any other such occupation makes pro¬ 
gress in a village, marketing problems 
soon become overwhelming and farmers 
are unable to sustain their interest in the 
new vocation. 

outstanding exceptions 

There are, of course, outstanding 
exceptions to this trend and these are 
usually associated with either well- 
organised cooperatives or exceptional 
selfless individuals who command the 
respect of the rural soc ; ety and are able to 
organise the entire production system 
efficiently. Considering the fact that 
about 75 million people may have to be 
employed in the non-agricultural sector 
during the next two decades, we need to 
pay urgent attention to the development 
of self-replicating models of rural growth. 
All the calculations mentioned by me 
take it for granted that children need 
not look for jobs and that they can be 
spared for schooling. Today, child and 
woman labour, much of its unpaid, con¬ 
stitutes a dominant component of the rural 
work force. While steps have been taken 
to ensure that women and men get equal 
wages, only economic progress can result 
in the child being freed for school. 

Steps have been taken recently through 
the establishment of rural banks to chan¬ 
nel more credit to rural areas. Similarly, 
rural agro-industrial complexes are being 
developed. In addition to the various 
pilot employment schemes of the central 
government, different state governments 
have initiated programmes to meet the 
objective of full employment. Thus, 
Maharashtra is operating an Employ¬ 
ment Guarantee Scheme and Gujarat a 
“Right to Work” project. Other projects 
include the Labour-cum-Development 
Banks of Kerala, organisation of a Land 
Army in Karnataka and mobilization 
of labourers in the Rajasthan Canal Pro¬ 
ject area. The Small Farmers, Marginal 
Farmers and Agricultural Labourers 
Development Agencies aim to generate 
more opportunities for self-employment 
through a diversified farming structure. 
A weakness of some of these programmes 
is the lack of detailed scientific attention 
to resource use. Little benefit has gene¬ 
ral been derived from the data available 
from different surveys including the recent 


rural engineering surveys. Scientists, 
technologists, educationists and ruial com¬ 
munities have not been involved in an 
organised manner in such exercises. In 
the Maharashtra Employment Guarantee 
Scheme, a nutritional dimension has been 
incorporated and this process of integrat¬ 
ing scientific approaches with human 
resource use needs to be fostered. 

The ultimate success in achieving balan¬ 
ced rural-urban growth will depend much 
upon the nature of our educational sys¬ 
tem and its integration with other deve¬ 
lopmental inputs. Different countries 
have approached this problem in different 
ways and case studies from 17 count¬ 
ries compiled recently for the World 
Bank by Manzoor Ahmed and P.H. 
Coombs indicate that the greatest success 
by any criteria has been achieved where 
there is a clear and overpowering national 
ideology and strong leadership committed 
to this ideology. Also, success has been 
assured where education, formal or non- 
formal, has been developed as an ingre¬ 
dient in a package where economic ini¬ 
tiatives are central. Two other points 
emerge: 

fa) Women as a group have been almost 
universally neglected, and so too the 
landless, since most of the agriculture- 
based education programmes benefit 
only those with ability to farm land. 

(b) The danger of internal stratification 
developing between formal and non- 
formal education is very great. This 
could further strengthen undesirable 
urban-rural, elite-masses and educa¬ 
ted-illiterate dichotomies. 

our assets 

Our country has been a leader in many 
areas of educational thought and endea¬ 
vour. What arc our assets? We have, 
(a) a huge and by and large well-organised 
infrastructure of formal education which 
can be reoriented to new needs and ob¬ 
jectives ; (b) a large reserve of educated 
manpower, especially at the high levels, 
though insufficient at the middle levels; 
and fc) well-developed mass media 
which can be geared to educational pur¬ 
poses. Our major liability is that the 
imperial legacy has tended to withstand 
too well the encroachments of innovation. 

When we became independent in 1947, 
it was generally assumed that quantitative 
expansion of the formal system of educa¬ 
tion at all levels, with suitable diversifi¬ 
cation, and qualitative improvement 
would be sufficient to take care of the need 
of both economic development and 
social transformation. A radical change 
of consciousness is today evident for »t 
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is now recognised that the vast mass of 
human beings outside the formal system 
of education constitutes and will conti¬ 
nue to constitute the majority of our citi¬ 
zens for a considerable time to come. 
As a result, non-formal education is now 
seen as the major task for the future. 
The new role for formal education in this 
larger context will be to underpin, support 
and contribute to the development of non- 
formal education in a variety of ways. 
The blend of both approaches will de¬ 
pend upon local needs. 

Our attempts to equalise educational 
opportunities for children of all strata of 
society have also not been fully success¬ 
ful. While incentives like mid-day meals 
have been of some help, the main tool lor 
equalisation has been the scholarship 
schemes. A drawback of these schemes 
is that the child who has dropped out is 
not considered, while selection by tests 
tend to leave out the very persons whom 
it should help. Unfortunately, culture- 
free tests to evaluate natural abilities by 
unconventional approaches in villages 
and urban slums are yet to be devised. 
We could enrich science with unusual 
talent and skills with effective talent- 
scouting. 

The assumption behind vocational edu¬ 
cation has been that it w‘»H equip a person 
w«th cerium technical knowledge and skills 
to enable him to make a livelihood 
through a vocation. The absence of a 
close linkage between the available ave¬ 
nues of employment on the one hard and 
the training on the other has invalidated 
this approach. For example, though 
agriculture, forestry and fisheries account 
for the employment of over 80 per cent 
of the labour force, the fewest number of 
vocational courses arc available in these 
areas. There is a shortage of teachers 
who can effectively teach there subjects 
even if courses were offered, and there 
has been no serious effort to train teachers 
on a large scale in these skills. Agro- 
industries too have been neglected. 

a lacuna 

Another lacuna is training for self- 
employment. Very few courses are offe¬ 
red in the skills needed for self-employ¬ 
ment on a small or medium scale at the 
middle levels of education. Only recently, 
the Indian Council of Agricultural 
Research has started establishing Krishi 
Vigyan Kendras which will cater for the 
needs of practising farmers and fishermen. 
Nearly all non-formal educational pro¬ 
grammes for women undertaken by wel¬ 
fare agencies in the last twentyfive years 
have concentrated on teaching skills 
like sewing, embroidery and tailoring. 
Women tailors however are notoriously 


few. More recently non-formal educa¬ 
tion programmes for women have em¬ 
phasised home-based skills related to 
health, nutrition, child care and kitchen 
gardening. Schemes for training wo¬ 
men in skills related to agriculture, forestry 
and fisheries are still few, derpite the fact 
that 50 per cent of the agricultural labour 
force arc women, and 80 per cent of all 
women in employment are engaged in the 
production and post-harvest aspects of 
agriculture. 

The pattern of higher education and 
professional training in the past has evol¬ 
ved from colonial models on the assump¬ 
tion that quantitative expansion and high 
‘quality’ (‘quality* being measured accor¬ 
ding to hypothetical ‘world’ standards 
rather than in relation to rational r.cids 
or objectives) would automatically take 
care of our scientific manpower needs. 
It is now recognized that the ‘brain drain’ 
is in part an outcome of a mismatch bet¬ 
ween the type of specialised education 
offered and the types of employment 
available. In retrospect, it appears as 
though unconsciously we have trained 
our scientific manpower to meet the re¬ 
quirements of western industiy, science, 
technology and society. That ‘content* is 
an important ingredient in ‘quality’ is 
now being realized. 

medical care 

The recent committee on the res¬ 
tructuring of medical education has 
made a breakthrough in the subject 
by beginning from the reeds and goals 
of the country for medical care and 
analysing the ingredients of a medical 
education suited to meetth<m. S'inilar 
exercises arc reeded in other areas. Agri¬ 
cultural education has gererally terded to 
remain dose to the field. Such nearness 
to field problems lias a pay-c ff in research, 
as is evident from the fact that wc are the 
first nation to cultivate hybrid cotton on a 
commercial scale, using labour-intensive 
technologies. Agricultural universities 
which have not yet done so should deve¬ 
lop experimental and demonstration farms 
which will inspire farmers and serve as 
windows into our agricultural future. 

Though lip service is often paid to the 
ideals of social commitment, our system 
of selection, training and evaluation of 
scientific personrel at all levels, or of the 
tcach : ng profession, docs not provide for 
it. For instance, ‘election ard later 
promotion are mainly based on academic 
records and attainments ard publication 
of papers. Job requirements rarely in¬ 
clude such elements as participation of 
developmental activities. These could 
take a variety of forms, ranging from the 
writing of textooks and preparation of 


kits, toys, games and educational mate¬ 
rials to participation in mass media pro¬ 
grammes, demonstration and extension 
campaigns for the popularisation of 
science, and work in teacher training and 
lower-level education and training pro¬ 
grammes. Such elements could be built 
into the system if the relevant activities 
with ‘social’ value that a scientist could 
legitimately engage in were spelt out. 


Lest the foregoing should give the im¬ 
pression that we arc not trying to change, 
I would like to cite a few significant recent 
innovative approaches. 

(i) The recent introduction of com¬ 
pulsory work experience in schools, 
which has its roots in earlier as¬ 
pirations expressed in Basic Edu¬ 
cation, has a great potential for 
making education more meaning¬ 
ful and relevant to life. For its 
proper handling, however, the 
active assistance of all scientific 
agenc : es in the country will be 
essential. 

(ii) The introduction of 10+2+3 
pattern has as its major objective 
the task of making secondary 
education terminal and reducing 
the rate of expansion of higher 
education. Earlier attempts in his 
direction have not met with success 
chiefly because of a kck of a posi¬ 
tive correlation between edu- 
catioral cor lent ard employment 
possibilities. Detailed plannirg will 
have to be done on this, if this 
scheme is abo ret to fail for the 
same reason. Until this gap is 
bridged, there may be scire merit in 
linking education and employment 
»n the same ministry of govern¬ 
ment. 

(iii) The Farmers’ Furcticral Literacy 
Project ard similar schemes in 
adult education ard their success 
in the last decade have indicated 
the tremendous potential for rccd- 
based and functional adult educa¬ 
tion. 

(iv) The National Social Service fer 
Youth and the experimental mass 
programmes for youth, such as 
Youth Against Famine ar.d Yculh 
Against Dirt and Disease, are 
others with potential for increasing 
the contact of students with the 
realities of our rural life. 

Some smaller programmes which are 
still in an experimental or pilot stage but 
which reed to be watched carefully fer 
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their possible use as prototypes for change 
are: 

(i) The establishment of Nehru Yuvak 
Kendras in 100 districts to cana¬ 
lise the energies of rural youth. 

(ii) The Bhumiadhar experiment in 
non-formal education carried out 
by the National Council of Edu¬ 
cational Research and Training. 

(iii) The Science Education Centre of 
the Bombay Municipal Corpora¬ 
tion launched and supported by 
the Tata Institute of Fundamental 
Research and the Community 
Science Centre, Ahmedabad. 

(iv) The programme for improvement 
of primary science education, pri¬ 
mary curriculum development and 
community participation in edu¬ 
cation being developed in certain 
area with UNICEF/UNESCO sup¬ 
port. 

(v) The establishment of Krishi Vigyan 
Kendras by the ICAR for im¬ 
parting the latest technical skills 
to practising farmers, fishermen, 
rural youth and women. 

In the non-official or voluntary sector, 
some significant experiments have been 
made. They have many lessons to teach 
in regard to planning, supervision, 
methods and objectives, and a careful 
evaluation of such programmes would 
bz rewarding. Often, such programmes 
tend to be linked inevitably with certain 
dedicated individuals and their fate also 
becomes linked with the fate of those indi¬ 
viduals. We should hence evolve an 
organised way of institutionalising such 
innovative procedures. 

force for regeneration 

Taking the existing institutional and 
educational patterns as given, I shall try 
to indicate the directions in which they 
need to move to become a force for the 
regeneration of our rural economy and 
life. A satisfactory system should: 

(a) Enable the formal education system 
and all scientific laboratories to be¬ 
come instruments which can further 
the non-formal education of the 
masses. Ways can be found, but 
the first essential is that institutions 
accept the servicing of the non- 
formal sectors as one of their basic 
objectives. 

(b) Encouraging group effort and group 
development in contrast to the 
attempt to lift individuals from one 
level to another. Acharya Vinoba 
Bhave’s concept of simultaneously 


fostering a spirit of cooperation 
and competition among students by 
making a “group of students com¬ 
pete with their own past’* has to 
be translated into curricular and 
extra-curricular procedures. 

(c) Relate vocational education and 
training to the job requirements of 
the present and the future through 
intensive local studies. 

(d) Spell out the goals of professional 
education at all levels—-from para- 
professional through middle level 
to high level specialists—in terms 
of the objectives and needs of our 
country. 

(e) Spell out the social responsibilities 
of scientists (in both research and 
education) and of academics in all 
disciplines in concrete terms of 
job requirements. People should be 
enabled to understand and fulfil 
their responsibilities to development 
through professional contributions 
and not merely by being associated 
in their leisure time with political, 
social welfare or educational or¬ 
ganisations. 

necessary mechanism 

With these as guiding principles, let 
me now indicate briefly the necessary 
mechanism to get the system moving. 

(i) Every institution of higher educa¬ 
tion (including university depart¬ 
ments, colleges, research and train¬ 
ing institutions, junior colleges 
and schools) should incorporate 
some form of development activity 
into their regular teaching-learn¬ 
ing programme. This could take 
the form of placements of students 
in projects as part of their field 
practical work, or as apprentices; 
involvement of the staff or the in¬ 
stitution itself in “action or opera¬ 
tional research” and other possible 
studies. Such participation should 
be a condition for the receipt of 
financial assistance from govern¬ 
ment. I would like to stress that 
this involvement be not thought of 
merely in terms of “adopting a 
village”, holiday work camps and 
other sporadic activities, or diffe¬ 
rent forms of “Sunday social work” 
but be a part and parcel of the regu¬ 
lar programme of work and be 
regularly budgeted for. As an 
example of what can be done, the 
ICAR had submitted to vice- 
chancellors of our universities 
a programme for student 
and faculty involvement in rodent 
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and pest management, control of 
noxious weeds like “carrot grass”, 
and tree planting. The response 
has so far not been encouraging, 
except from a few agricultural 
universities. 

(ii) Projects taken up will have to be 
extremely localised in character so 
that in each case it would be possi¬ 
ble to have some kind of coordina¬ 
tion between the various agencies 
concerned. 

(iii) Grant-giving agencies and govern¬ 
ment departments funding scholar¬ 
ship schemes should introduce 
more group awards as recogni¬ 
tion of contributions of inter-dis¬ 
ciplinary groups to society in any 
walkof life, and group scholarships 
to enable institutions to strengthen 
themselves and provide better edu¬ 
cation and services to a whole 
community. 

(iv) Academies and research organisa¬ 
tions should start honouring those 
who have done good work under 
difficult circumstances, for example 
in tribal and neglected areas. 

(v) Curriculum planning at +2 level 
should incorporate a period of 
field work placement as an integral 
part of the course for both acade¬ 
mic and non-academic streams. 
Several ways are possible, includ¬ 
ing: 

(a) Employment for specific 
period in an appropriate deve¬ 
lopment project in the area. 

(b) Survey or field study. 

(c) Apprenticeship in a working 
agency. 

small steps 

These may sound fairly small steps to 
be taken now. However, the task is enor¬ 
mous and requires intensive work in loca¬ 
lised studies, planning, working out of 
details, field surveys, coordination of a 
number of agencies, and learning new ways 
of working together. The involvement 
of students in the planning exercise is 
vital, as unless they are convinced of the 
utility of such an approach for their future, 
the attempts are unlikely to prove success¬ 
ful. Few of the steps that I am advocat¬ 
ing, for instance, are new. They have 
been advocated many times before, sepa¬ 
rately and by many persons, including 
myself. Yet, movements in this direc¬ 
tion seem pitifully small in comparison 
to the magnitude of the effort needed. 

Let us not multiply differences but seek 
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common denominators for action. For¬ 
mal and non-formal education arc both 
essential and mesh with each other in real 
life. While writing this, I asked 
myslef how I learnt the principles I value 
most. The answer was clear—through 
informal education in childhood. My 
late father inspired by Gandhiji was then 
(in the early nineteen thirties) engaged 
in a battle against untouchability, which 
took different forms, including an agita¬ 
tion for opening the gates of Hindu 
temple to Harijans. He was also involved 
in collecting and burning foreign clothes 
since he was convinced that a swadeshi 
movement was essential for our econo¬ 
mic well-being. Finally, he succeeded, 
through a combination of scientific tech¬ 
nique and social action, in eradicating 
filariasis in a short time from a town 
which was then notorious for mosquitoes. 
These examples fostered in me an aware¬ 
ness of the injustice of irrational preju¬ 
dices, the need for self-reliance and the 
pivotal role of community action in 
accomplishing great tasks in a way which 
no formal teaching could have done. 
The experience of everyone here with 
regard to “education” must be similar. 

innovative approaches 

All over our countiy, there arc 
hundreds of little programmes pursuing 
innovative approaches. We are not short 
of ideas or the men to carry them out. 
But to transform these myriad efforts into 
part of an organized plan and to involve 
the entire academic community in this 
effort is the task I see before us now. It 
is a task of an order of magnitude which 
is probably unprecedented in the history 
of our education or scientific endeavour. 
Time is short. Wc may have forestalled 
the prophets of doom who predicted a 
future of starvation for our country, but 
shall we be content to drag the spectacle 
of our misery into the next generation? 
How much longer shall wc drift, making 
valiant uncoordinated individual efforts 
here and there to hold back disaster but 
seemingly unable to gear up the total 
organism to the challenge? This is the 
question to which the scientific commu¬ 
nity gathered here must address itself. 

Wc need to fully exploit our human 
ability to create rational patterns of 
collective activity. Such patterns will 
continue to be coloured by personalities, 
but the basic structure should lend itself 
to replication, like the DNA molecule. 
It is easy to state this principle but the 
pathways of achieving it arc by no means 
within easy reach, since they encompass 
our cnt : rc working culture. Neverthe¬ 
less, we should begin by applying ourselves 
to the question of the basic common re¬ 
quirements that would enable us to move 


in the right direction and evolving the 
appropriate legislation that would serve 
as a framework for action. Legislative 
measures for integrated rural and urban 
development designed to promote the 
symbiotic growth of the village and the 
city can take into consideration the follow¬ 
ing needs: 

(i) the setting up of scientific and ad¬ 
ministrative consortia for each 
block and town which can help to 
develop and implement ecologically 
sound rural works and urban 
growth programmes (in the scien¬ 
tific consortium, all scientific and 
technical institutions in the area as 
well as colleges and schools should 
be involved, and in the administra¬ 
tive consortium appropriate repre¬ 
sentatives of all rural community, 
industry and input supply agencies 
will have to be members); 

(ii) minimum limits for land producti¬ 
vity and operational holdings for 
irrigated and unirrigated land in 
each area to provide the social corn- 
compulsion for cooperative endea¬ 
vour and proper use of land; 

(iii) reservation of specific industries, 
credit and energy for the rural 
sector; 

(iv) an employment guarantee scheme 
as an integral part of an overall 
resource utilisation strategy; 

(v) reservation of unproductive land 
for non-agricultural uses like brick¬ 
making, construction of buildings 
etc. and banning the use of good 
soil for such purposes; 

(vi) a rural drinking water and fuel 
supply policy; 

(vii) a scientific plant-animal-man food 
chain policy for each agro-ecologi- 
cal area bated on long-term con¬ 
siderations of the fertilizer, feed 
and land requirements of each pro¬ 
duction system; 

(viii) soil and water conservation and 
tree plantation; and 

(ix) an integrated formal and non- 
formal educational system involv¬ 
ing participation by students and 
teachers in appropriate ruial/urban 
development programmes. 

A beginning towards providing ecologi¬ 
cal guidelines for development has been 
made through the Water (Prevention and 
Control of Pollution) Act of 1974. Com¬ 
prehensive legislation for integrated rural- 
urban development will be a continua¬ 


tion of this process. However, we should 
also gtard against the tendency to feel 
that once a law has been eracted all that 
is necessary has been done. Good ad¬ 
ministration and implementation of poli¬ 
cies alone can make the legiVation 
worthwhile. 

Before the era of scicrce and technology 
and of population explosion, life “was pro¬ 
bably simpler, although often precarious 
The following vene* for example, illus¬ 
trates how farmers once felt totally inde¬ 
pendent of government:— 

From sunrise 1 work. 

Till sumet when 1 retire; 

I drink the water from the well 

That I have dug; 

I eat the food from the field 

That 1 have tilled. 

Kings and emperors. 

What have they to do with me? 

When the pressure of population on 
finite resources was not heavy, such indi¬ 
vidual autonomy was well within the 
realms of poss'bilily. Nevertheless, urder 
such a situation life was not free of 
trouble. For example, in the last two 
decades of the last century alerc, tbe then 
British government had to setup seveial 
Famine Commissions to go into serious 
problems of hunger ard unemployment, 
although population piessuic was rot 
high at that time. 

God joins man & science 

You, Madam Prime Minister, expressed 
this is a different way when a few years 
ago you said in icply to a critic who attri¬ 
buted recent agricultural progress solely 
to good monsoons, and 1 quote: “For a 
Jong time, God was working alorc in cur 
fields. Later, God and man com¬ 
bined together and did their best, tut to¬ 
day God, man and sc ; cnce have joined, 
and the nesults are there to see’*. 

There are at present many areas in 
human life and endeavour which are be¬ 
yond our comprehension and control. 
Darkness and light, unrelated to science, 
alternate in our lives. This, in my view, 
is a desirable state of affairs since it instils 
in us that humility which leads to under¬ 
standing and enquiry ard thereby to 
progress. Gandhiji described hvmility 
as a basic equipment for those who wished 
to serve the villages. Let us discuss 
various aspects of ‘science and integrated 
rural development” with humility but with 
the awareness that humility must be follo¬ 
wed by both enquiry and action. Our 
collective future depends upon how fast 
we act to bridge the gap between excep¬ 
tion and the rule in all areas of develop¬ 
ment. 
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The pipeline to 
prosperity gets a 
new dimension 


GST introduce 
125 mm to 
200mm dia pipes. 

Gujarat Steal Tubes now introduce a new 
range of larger diameter pipes. These pipes 
with dimensions of 125mm to 200mm dia., 
are specially made to suit the requirements of 
tubewells and industrial applications, 
including petro-chemical industries. 

Black or galvanised, screwed and socketed 
or plain ended, these pipes are made to BSS* 

DIN, ASTM. API and other international 
specifications. Using the most modern 
welding technique—TUFFWELD —a high- 
frequency induction welding process. 
Competitively priced, carefully packed and 
delivered on time. 

This new range of pipes are stamped with the 
GST symbol of quality which has made its 
mark in over 40 countries all over the world 
GST also make tubes and pipes in sixes 
ranging from 15mm to 100mm dia. 


Pipelines to 
prosperity 


GUJARAT STEEL TUBES LIMITED 
Bank of India Building, Bhadrs 
Ahmedatoed 380 001 


Salts Office: ‘Sharma Building, '5061/1, Bazar Slrktwalan, Hauz Qazl, Delhi 110006 Phone: 274662 




























POINT OF VIEW 


Rationale of rural banks P. Krishna]! 


The chorus for ihc establishment 
rural banks had been renting the sky 
for quite some time, which ultimately 
culminated in an ordinance in the 
last week of September 1975, setting 
up five rural banks initially, as 
part of the larger programme of 50 
banks, to relieve the burden of in¬ 
debtedness on the rural poor. Against 
an announcement in early July by the 
Finance minister, Mr C. Subramaniam, 
of heralding the rural banking program¬ 
me by opening all the 50 rural banks on 
October 2, 1975 (Mhhatma Gandhi's 
birthday) five could formally goon stream 
viz. in Moradabad (UP) by Syndicate 
Bank, Gorakhpur (UP) by State Bank of 
India, Bhiwani (Haryana) by Punjab 
National Bank, Jaipur (Rajasthan) by 
United Commercial Bank and Malda 
(West Bengal) b\ United Bank of India, 
it is proposed to complete the targeted 
programme of starting 50 banks by 
March 1977. 

obvious problems 

In a way. the gap between ambition 
and action was inevitable because of 
certain obvious problems cropping up 
of feasibility, administrative viability, 
commercial soundness on the one hand 
and compulsions of socio-economic rea¬ 
lities such as lack of trained manpower, 
lack of resilience on the pait of the exist¬ 
ing employees of the sponsoring banks 
who would init ; ally be deployed in rural 
area etc. on the other. Thus, the token 
start of five banks as a pilot project 
against a spoken crash programme of 
50 banks appears prudent. The estab¬ 
lishment of these banks marks a major 
step towards the economic amelioration 
of the rural poor, one of the important 
measures of the 20-point programme 
announced by the prime minister, Mrs 
Indira Gandhi. 

In stressing growth with stability as 
part of planned economic development, 
it is discernible that somehow the amelio¬ 
ration of rural poor had been relegated 
to the background during the post-inde¬ 
pendence 28 years. Though two tiers 
of rural credit, viz. cooperative credit 
and agricultural credit by commer¬ 
cial banks, were in operation for the 


uplift of rural poor, not much headway 
could be made. 

Thus the setting up of rural banks with 
proper regional dispersal is treated as the 
third tier, which in all fairness is expec¬ 
ted to fill the void between the rural co¬ 
operative credit and the agricultural cre¬ 
dit by the commercial banks. With this 
in view, the central government, has 
announced its thrcc-prongcd crash plan 
which would give a new deal to the rural 
people by providing a rew credit in¬ 
frastructure, redemption of debts and dis¬ 
tribution of surplus land, and increase 
their assets and creditworthiness and 
production capacity. The programme 
broadly consists of (i) opening rural banks 
to provide easy credit to the small far¬ 
mers, landless poor and village artisans 
to increase productivity, (ii) speeding up 
the implementation of the land ceiling 
Jaws by distributing the surplus lands 
before the end of June 1976 and underta¬ 
king amendments to the constitution to 
project all legislation relating to land 
ceiling and other land reforms, and (iii) 
quick action lor moratorium of rural 
d^bts with measures for redemption of 
debts and the liquidation of rural indeb¬ 
tedness in one stage upto a specific limit 
and to provide for easy payment of 
balance out of 20 per ceni only of the value 
of produce of small farmers. 

infrastructure 

The first measure i.e. the opening of 
rural banks, will provide a useful infrast¬ 
ructure to strengthen and fortify the basic 
sector of the national economy viz «hc ru¬ 
ral producers. About 70 per cent of the 
Indian population lives on agriculture and 
in the countryside and again a greater 
part fives at the subsistence level. Thus, 
this class could not muster enough credit 
through the existing rural credit institu¬ 
tions for increasing their production and 
raising their own standard of living. 

For a long time provision of rural 
credit has been the responsibility of rural 
credit cooperatives. But, as is evident, 
these institutions had limited organisa¬ 
tional ability as also hranccs at their dis¬ 
posal and thereby they were often getting 
bogged down on the security aspect of 
loans. 

Dilating a little further on the composi¬ 


tion and contribution of the earlier rural 
credit institutions, there are clearly two 
types of rural credit cooperatives viz. 
societies which gave credit on the basis 
of land possessed by the rural people and 
societies which gave ciedit on the basis 
of produce. The former weic function¬ 
ing as land mortgage banks (LMBs) 
which were keeping the land of the t«llcr 
or farmer mortgaged to the society till 
the peasant repaid the lean. The inherent 
bottleneck of this system was that the 
farmer possessing land of poor quality 
was always neglected or given a paltry 
loan not concomitant with his require¬ 
ments. This used to subject such sub¬ 
sistence farmers to debt servicing burden 
only without any real or absolute berefit 
to their agricultural operat ons. 

development approach 

It was therefore decided to trans¬ 
form these LMBs and restructure them 
as land development banks (LDBs) with 
a development approach. With this, 
the farmer could obtain credit for impro¬ 
vement of his land by applying improved 
inputs such as fertilizers, good irriga¬ 
tion etc. Similarly, the credit societies 
giving loans on produce, also had 
undergone change in that they also started 
giving credit on the basis of real produce 
and not squeezing the farmer even when 
his crops had failed. But, overall,the posi¬ 
tion did not improve because the magni¬ 
tude of these institutions to lend credit 
on a substantial scale was limited and 
mostly the available credit was cornered 
by rich farmers who could conform to 
the stipulations laid down for securing 
loans. 

To tackle this deficiency, the certiral 
government through RBI directed 
the commercial banks to enter the do¬ 
main of rural credit, hitherto touched 
only on the fringes by the rural coopera¬ 
tives. The National Credit Council had 
earlier suggested social control our 
banks whereby they were asked to chan¬ 
nel their resources to rural upliftmen t also. 
Yet not until the fateful day of July 19, 
1969, when the 14 major commercial banks 
were nationalised, had any steps been 
taken to channel credit to rural areas by 
commercial banks. With naturali¬ 
sation, about 85 per cent of the banking 
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sector came under government control 
and it became easier to divert some finance 
for rural credit. There was an amaz¬ 
ing growth of the branches of these com¬ 
mercial banks in rural and semi-urban 
centres after 1969. A new concept called 
the ‘Lead Bank Scheme* was developed 
whereby, a particular bank operating 
and leading in a particular district co¬ 
ordinate! the credit operations, surveys 
credit deposit ratio and opens new cre¬ 
dit centres. Some leading non-nationa- 
Jised banks also have stepped up their 
agricultural credit activities and set for 
themselves national goals of rural credit. 


However, by and large, such large scale 
entry of commercial banks into rural 
credit arena has not made any effective 
dent into the problem. By their 

inherent structure, commcricial banks 
arc urban oriented and their rules 

for credit arc not flexible. They 

are nol easily accessible to the rural poor 
ana their operations arc multifarious 
and not exclusive to rural credit. Most 
of the depositors and borrowers thus 
came from the upper farming classes who 
could more easily conform to rules 
and norms of credit and liquidate 

their debts in time. Specialised insti¬ 
tutions like the Agricultural Finance 
Corporation, the Agricultural Refinance 
Corporation etc. arc meant for capital 
investment in agriculture viz. agricultural 
machinery, tools and implements, irriga¬ 
tion and other infrastructure. Only the 
upper class of faimcrs could manage to 
get such loans. 

rural uplift 

It was, therefore, not too early for the 
government to devise a banking system 
which conforms to the requirements of 
the rural upliftnicntand thereby adds to 
the maximisation of production. Thus, 
the heralding of the new rural banking 
programme on October 2, 1975, which 
will stand midway between the coopera¬ 
tives and commercial banks and use the 
agency of the farmers service societies to 
flush the slender channels of rural credit 
is a move in the right direction. There 
is a compelling necessity to rehabilitate 
at a quick pace the rural economy. It 
is now expected that rural banks will 
cover at least 50 per cent of the target. 
These regional rural banks arc inten¬ 
ded to provide alternative sources of 
credit O the rural poor to free them from 
exploitation by the private money 
lenders. They would be effective if they 
arc in a position to provide loans for 
genuine consumption purposes also to the 
rural poor. 

The working group headed by the 


additional secretary of the ministry of 
Finance set up to go into the problem of 
rural credit felt that this third tier of 
rural credit should garner the credit avuil- 
ble in the rural areas itself. The trend of 
commercial banks in rural areas has been 
one of the deposit mobilisation rather 
than advancing loans to the small 
farmers. Cooperative societies have 
been more security conscious. The 
new rural banks arc expected to supple¬ 
ment than supplant the existing credit 
structure. They should encompass the 
local feel and familiarity with rural pro¬ 
blems which the cooperatives provide 
and the degree of organisational ability to 
mobilise deposits, access to central money 
markets and dynamic outlook which the 
commercial banks have. 

criterion for credit 

To achieve such a blend, the first pro¬ 
blem to be tackled is with regard to the 
size of credit to be allowed to a small 
farmer, agricultural labourer or an arti¬ 
san. It should not be asset-based only 
but also based on the production capa¬ 
city and the wage earning capacity of 
the borrower’s family, ft is the Junction 
of the economic policy to morcthe the 
vast human capital available as pro¬ 
duction depends on a proper coordination 
of labour and capital. Thus the cri¬ 
terion for credit to small farmers, land¬ 
less labourers and village artisans should 
take into account these secondary assets 
also. 

As regard their administration, these 
rural banks will be sponsored by the 
regional commercial banks and in a 
way will be subsidiaries of the existing 
nationalised banks. It was felt by the 
working group that it will be prudent 
for one bank viz. lead bank of the region, 
to function as the sponsor and provide 
the rural banks the necessary managerial, 
financial and training assistance. Their 
operations would be restricted to certain 
well-defined pcngaplv'cal areas, with 
district as headqwaiters, to open arc! 
coordinate the working of a cluster of 
bank branches (about 100) at taluk and 
village level. Lach bank might cover ore 
to five districts within the state accor¬ 
ding to the homogeneity of agro-c ! imatic 
conditions of contiguous areas. The^e 
will be treated as cooperative societies 
for purposes of exemption from the tax 
on income from interest. Each bank 
will have a nine-member board headed 
by a chairman to be appointed by the 
centre. The central government, the 
sponsoring bank, and the state govern¬ 
ment will nominate three, three and two 
members respectively to the board of each 
regional bank. 

The working group favours the central 


government’s participation in the equity 
as a major partner in order to exercise 
overall policy control on the operations 
of these banks. The equity participa¬ 
tion might be shared by the central govern¬ 
ment, sponsoring banks and the state 
government in the nPio of 50: 35: 15 
respectively; or alternatively sharing 
can be by the central government, spon¬ 
soring bank, state government and local 
institutions in the ratio of 50:25: 10:15 
to enable local participation and a sense 
of involvement by the constituents. 
Participation in equity by the state govern¬ 
ment would make it feel involved in the 
functioning of the bank and it would 
create a proper climate for recovery of 
credit dues. The stale governments 
would also help in the supply and dis¬ 
tribution of fertilizers, seeds etc arranged 
through these banks. 

The group has recommended for each 
rural bank an authorised capital of one 
crorc rupees, the issued and paid up capi¬ 
tal iritially being Rs 25 lakhs. Apart 
from equity, the sources of funds for the 
rural banks would He public deposits, 
borrowings from the sponsoring banks 
and icfmance from the RBI and ARC. 

As banking institutions rural banks 
should mobilize deposits. Like coopera¬ 
tive banks they should be permitted 
to raise public deposits at rates slightly 
higher than those offered by commercial 
banks. Liquidity requirements should 
be fulfilled by investments in debentures 
of state land development banks and 
other local securities. The working 
group suggested ihat ultimate lending 
rates of the rural banks to the individual 
borrowers should be the same as pre¬ 
vailing with primary cooperatives or 
farmers' service societies. or land 
development banks in the region. 

moot point 

A moot point is the salary structure of 
rural banks. It is felt that it should be 
a via media between the state level salaries 
and commercial hanks' salaries, as any 
huge scale deviation would act as a dis¬ 
incentive in working with rural banks. 
Having delineated the emergence and the 
modus operardi of rural banks, what is 
the rationale of going ahead with this 
programme? 

The setting up of rural banks N not to 
be dismissed as yet another routine 
tier of the credit system. The growing cre¬ 
dit requirements in the rural areas are 
closely connected with live profound 
qualitative change in the character of 
credit demand resulting fiom the effort 
at modernisation of agriculture and 
inducting into it new technology, When 
one third of the crcoit needs are even 
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now met by the agriculturist money len¬ 
ders as against 13 per cent lent by the pro¬ 
fessional money lenders and about 30 
per cent by cooperatives and commercial 
banks, rural banks will necessarily have to 
be geared to subserve and strengthen the 


working of the new agricultural stra¬ 
tegy. 

The Finance minister had contended 
that these rural banks would have to evolve 
as economic arteries of rural India. They 
should enable the small farmers ana 


other sections of the rural poor to make 
use of the fruits of science and technolo¬ 
gy to impart a new dynamism to society. 
Only with the emergence of such dyna¬ 
mism in the rural areas would it be possi¬ 
ble to improve the lot of urban poor. 


New trends in tourism A Correspondent 


In 1974, 423.161 foreigners visited India 
and the nation earned foreign exchange 
worth Rs 69.70 crores. Of late, India 
has come up as a land of great attraction 
for youth tourists of the world. Of the 
total number of tourists visiting India 
in 1974, 39. 5 per cent were in the age 
group of 31 to 50 years and 33.4 per cent 
were from the age group of 17 to 30 
years. In 1973, this age group (17-30 
years) recorded an increase of 22.4 per 
cent over 1972 while in 1974 the same in¬ 
creased by 5.8 per cent compared to 1973. 

Again, foreign tourists visiting India in 
1973 from all parts of the world (29.9 
per cent) described their occupation as 
educationists inclusive of students and 
scientists (against 17.6 per cent and 8.8 
per cent being business people and exe¬ 
cutives, respectively) and always pre¬ 
ferred less starred hotels ojfcring suitable 
accommodation and good food at mode¬ 
rate prices. Which in turn implies that 
India today needs balanced accommo¬ 
dation from the 2 and 3-startred hotels to 
the category of 5-s tarred hotels to main¬ 
tain uniform ilow of tourists through¬ 
out the year. It a 1st) needs to be noted 
that while tourists of higher ’ income 
groups prefer to visit India in winter 
months, tourists of economy class in 
search of medium priced accommoda¬ 
tion favour summer months to viMt 
India. 


middle income group 

Interestingly, tourists visiting India 
from USA, Europe, Australia and Japan 
(that constitute 71 per cent to total visit¬ 
ing tourists) arc no longer in the high 
spending region hut of middle income 
spending group. The reason is simple. 
Our guests now mainly originate from 
academic fields (like teachers and stu¬ 
dents). And as teachers and students 
like to visit India in summer vacations, 
there was comparable increase in 1974 
(viz. 43.6 per cent) in travel during sum¬ 
mer days of April to September against 
previous years. This highlights the need 
for the nation to become conscious about 
the travel trends of such students and 
teachers to project our future plans for 
boosting tourism, based on actual re¬ 
quirements and offer the type of accom¬ 


modation they require according to their 
modest means. 

It is true that the government of India 
has already constructed youth hostels, 
a step in right direction. However it is not 
enough to start tourist lodges in out of the 
way places. They should be set up in every 
centre. The co-operation of the private 
sector should also be secured in this parti¬ 
cular branch of activity. Again, 8.3 per 
cent of tourists visited India by land in 
1974, which stresses the necessity for in¬ 
creased road facilities for camping sites 
or motels on trunk routes. 

Interestingly, tourists in the age group 
of 17-30 years, including affluent mem¬ 
bers, dislike being in 5-star hotels and 
prefer simpler facilities in hotel accom¬ 
modation. Of course, they do not like 


broken tiles in bath rooms or dirty linen 
on beds. Inexpensive accommodation 
is possible apart from arranging new 
accommodation, by renovating the one 
or two-starred hotels that were so long 
badly maintained. Informed sources 
believe that it is possible to increase 
immediately the motel level accommoda¬ 
tion by renovating less-starred hotels. 

Most of the foreign tourists in the age 
group of 17 to 30 years do not favour 
western environment or sophisticated 
living while visiting India. Rather, they 
would favour Indian environment to feel 
the heart and pulse of the Indian art 
and culture. Most of such tourists with 
limited means would prolong their stay 
provided economy class accommodation 
was available for them. Such common 
tourists, particularly teachers, pro- 


Table I 

Pattern of Distribution of Additional Rooms by Star-Categoiy in the Fifth Plan 


Category 

Present distribution 
of accommodation 
(per cent) 

Proposed pattern of 
of additioral rooms 
(per cent) 

No. of addit; 
rooms 

5-Star deluxe/ 
5-Star 

32 

15 

2250 

4-Star 

17 

20 

3000 

3-Star 

27 

30 

4500 

2-Star 

17 

20 

3000 

1-Star 

7 

15 

2250 


Source : Cost Benefit Analysis of Tourism—NCAER. 
Table II 

Tourist Arrivals and Receipts in India 


Year 

No. of tourist 
arrivals in India 

% increase 
or decrease 

Foreign exchange 
earnings (in Rs. 
crcres) 

% increase 
or decrease 

I960 

1-3095 

_ 

20.55 

_ 

1961 

139804 

13.5 

18.49 

1 —)10 

197J 

300995 

7.2 

40.4 

6.2 

1974 

460000 

12.2 

75.7 

12.1 
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fessors or students, are really valuable 
friends of India today as they travel 
to appreciate the minds or spirit of this 
ancient land of traditions and thus help 
maintain rapport between the east and 
the west. In this way they cement the 
bonds of friendship between India and 
their own lands. As they are generally 
teachers or professors when they go back 
home aftbr visiting India the impressions 
they carry with them have wide 
repercussions. 

Fortunately, more and more young 
foreign tourists are now visiting India 
and their usual stay has already proved 
to be longer compared to affluent tourists. 
To boost youth traffic to India, there is a 
proposal to arrange a youth festival 
that would help the youth from 
most of the universities of the world to 
come in closer contact among them¬ 
selves and with India and enrich their 
knowledge about the culture and civi¬ 
lisation of India. 

Hotel interests in the economy class, 
complain that they lack adequate incen¬ 
tives to attract more tourists in that class. 
They point out that in the last ten years 
there has not been any remarkabe in¬ 
crease in the total number of restaurants 
on the approved list of the Department of 


Tourism. The reason is the lack of 
proper facilities to develop restaurants 
though restaurants of international 
standards play an important role in 
boosting tourism. Interestingly, they 
note that foreigners now like simple Indian 
cuisine and arc eager to sample local de¬ 
delicacies. That is why the role of 
restaurants in this context cannot be 
minimised. 

About loans available from IFC and 
state financial corporations to start rew 
hotels, hoteliers feel that terms of such 

Table III 

Number of Hotels in India as per Star 
Ranking 


Ranking 

No. of hotels 

5-Slar deluxe/ 


5-Star 

9 

4-Star 

12 

3-Star 

46 

2-Star 

53 

l-Star 

30 

unclassified 

44 


Source : Dept, of Tourism, Govt, of 
India. 

Table IV 


loans need relaxation. The terms about 
the rate of interest, total amount of 
advances, time for repayment etc. need 
revision in the interest of develop¬ 
ing Indian tourism at par with advanced 
nations. Unlike the net rale of 8 per 
cent interest an hotelier in India has to 
pay under IFC rules, loans advanced 
by such institutions in Fiance, Canada, 
Belgium, Portugal, Italy etc. vary from 
3 per cent to 5.5 per cent. Further, the 
total amount of loan granted to any hote¬ 
lier in Greece and Britain ranges from 75 
per cent to 80 per cent of the cost and the 
time granted to repay such loans in Britain 
or Italy ranges from 18 to 20 years. 

Tt is necessary to treat hotel and res¬ 
taurant industry as an export-oriented 
industry and oiler all incentives that 
are now offered for other export-oriented 
industries. Unlike other export-orien¬ 
ted industries, hoteliers earn foreign ex¬ 
change for the nation with no export of 
indigenous material. It is therefore 
advantageous to allow concessions in cus¬ 
toms duties, ocean and rail freight char¬ 
ges, and to liberalise import licences for 
hoteliers and arrange subsidies and grants 
for plant, machinery and construction of 
new hotels. In fact, such subsidies have 
helped Britain to execute 25GCO projects 
with 80,000 additional rooms. 


Estimates of Average Investment Cost per Room and Average Net Revenue per Room in Different Categories of Hotels in India 


Category of 
accommodation 

Average fixed invest¬ 
ment per room 

Av. gross revenue 
realised per room 
per day (Rs.) 

Occupancy ratio 

Estimated ret reve¬ 
nue rcr room per 
year (Rs.) 

Net revenue per 
year on investment 
per room (col. 5 as 
per cent of col. 2) 

1 

2 

3 

4 

5 

6 

5-Star 

148.843 

157 

85.9 

22151 

14.8 

4-Star 

98,210 

107 

69.5 

13572 

13.8 

3-Star 

92.666 

66 

63.8 

8453 

9.1 

2-Star 

88,450 

• 46 

66.6 

6182 

7.0 

l-S f ar 

40,000 

26 

70.4 

4009 

10.0 


Alternative Estimates of Costs and Benefits of Investment in Different Classes of Accommodation for Tourists in India 


1 

2 

3 

4 

5 

6 

5-Star 

150,000 

150 

70 

17.246 

11.5 

4-Star 

100,000 

100 

70 

12,775 

12.8 

3-Star 

70,000 

65 

70 

9,134 

13.0 

2-Star 

50,000 

45 

70 

5,324 

10.6 

1-Star 

40,000 

25 

70 

3,835 

9.6 


Source: Cost Benefit Analysis of Touri^r. NCAER. 
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WINDOW ON THE WORLD 


EEC export market for — 

Jossleyn Hennessy developing countries 


i 

“Partners for Progress” 

At tfif request of the organisers of the 
thirteenth Overseas Import Fair “Partners 
for Progress" in Berlin, which seeks to 
promote the trade with overseas deve¬ 
loping countries and, it is hoped, which 
will assume increasing importance for 
the entire EEC area, the Dmtsches Insti¬ 
tute for Wirschaftsforschung (Koenigin 
Luise Strasse, Berlin 33) his produced 
a study as a contribution to the fair's 
documentary preparation. The study 
outlines these countries' position in the 
Comnuniiy market and the effee iveness 
of trade preferences. Here is a sum¬ 
mary of the findings of the DIW report: 

The Earopnn Community with a share 
of 23 per cent in world trade (l/SA: 14 
p^r c^nt), is the biggest export market 
that the developing countries have. 
Some 18 per cent of the Community's 
total import'; from third countries — 
125,(K):),(KK),(K)0 European units of account 
EUR* in 1974 eamc from non-Euro¬ 
pean developing countries. The former 
associated countries made up a good 
quarter of this share. 

mainly agricultural 

Agiicultural products account for 
about one fifth of imports from third 
countries. The EEC countries import 
these in equal part from other industrial 
countries and from the non-European 
developing countries. The associated 
countries do not seem to be better placed 
than the non-associated even though 
the associated were given easier access to 
the EEC market, particularly in agricul¬ 
tural products. In non-agricultural raw 
materials and in industrial goods, the 
market share in the EEC area of the 
developing countries (excluding OPEC) 
is even smaller (Table I). 

Foreign trade in the 1970s reflects the 
steep increase in raw material prices. 
In contrast to the second part of the 


*Thc F.UR is worth about £0.6. 


1960s, therefore, imports from third 
countries in nominal terms rose faster 
than intra-EEC trade. The only area 
in which the developing countries (exclud¬ 
ing OPEC) registered high rates of in¬ 
crease in their EEC exports was the farm 
sector. The non-associated countries 
benefited most from this expansion. The 
reason for this is likely to be found on 
the supply side, since these countries were 
not given the same trade preferences as 
the associates. 

Trade policy is the only part of develop¬ 
ment policy which is entirely in the 
Community’s hands. The EEC pursues 
a double strategy: its regional concept 
ensures access for the favoured countries 
to their traditional European export 
markets through the association treaties 


and the Lome Convention; its global 
concept grants tariff concessions to all 
other developing countries by means of 
the General System of Preferences. 
This provides for limited concessions in 
agriculture and exemption from tariffs 
(with quantitative restrictions on some 
“sensitive” products) for all industrial 
products. On the whole, these two 
concepts have been advantageous to the 
developing countries, because new con¬ 
cessions to one group of countries have 
usually triggered off corresponding im¬ 
provements for the other group. After 
the introduction of the General 
System of Preferences for the non-asso- 
assodated developing countries, those 
associated retained their lead because 
they w.:re given additional export con¬ 
cessions in the farm sector. Equally, 


Tabu; I 


Agrarian and Non-Agrarian Imports of the EEC Countries by 
Country Groups 


(in billion EUR) 


EEC (six) EEC (nine) 1 

1973 1974 

Agra- Non- 
rian 1 Agra- 



Total 

pro¬ 

ducts 

rian 

pro¬ 

ducts 

Total 

World 

of which: 

136.6 

24.8 

111.8 

180.9 

235.1 

Intra EEC 

76.0 

11.8 

64.3 

82.1 

110.3 

Extra EEC 

of which: 

Other western industrialised 

60.6 

13.0 

47.6 

98.7 

124.9 

countries 

29.5 

5.6 

23.9 

48.2 

55.9 

Centrally planned economies 

5.2 

1.3 

3.9 

6.6 

8.5 

OPEC 

12.3 

0.5 

11.9 

28.9 

37.1 

Other developing countries* 
of which: 

13.5 

5.6 

7.9 

17.0 

22.6 

Affiliated to the EEC 

3.6 

1.5 

2.1 

5.2 

6.1 

Non-affiliated to the EEC 

9.9 

4.1 

5.8 

11.8 

16.5 


*) Chapter l to 24 of the Common External Tariff. — *) Non-European countries plus 
Yugoslavia. 

Source : EUROSTAT, Analytical tables (NIMEXE), Countries—Products 1973 and 
Monthly Statistics: Foreign Trade, No. 6/1975. 


EASTERN ECONOMIST 


108 


JANUARY 16 , 1976 






the Tatra sector tirade preferences of the 
Lotfle Convention may set ojRf an exten¬ 
sion of the General System for other 
developing countries in this area. On 
the whole, however, remember that the 
scope for tariff concessions is narrowly 
limited by the EEC’s comprehensive 
agricultural protectionism. 

• II 

General System of Preferences 

The effects of the General System, 
which has existed since mid-1971, cannot 
be quantified because the EEC has not 
yet published statistics of all the imports 
concerned, but there is no doubt that the 
total effect is not very large; the industrial 
products exempted from tariffs have so 
far only a small share in the exports of 
the developing countries, the raw mate¬ 
rials were mostly duty free anyway; the 
preferences for farm products are limi¬ 
ted. Where the favoured developing 
countries’ farm products compete with 
the EEC countries’ domestic agriculture 
(e.g. on sugar and beef), they run up 
against the EEC’s market regulations. 
On tropical products the competition 
from the associated (ACP) countries, 
which defend the advantage given to 
them in the EEC, is very strong. 

On industrial products, too, the General 
System gives only limited advantages to 
developing countries. No less than 60 
per cent of the favoured developing count¬ 
ries’ industrial exports are classified as 
sensitive and therefore subject to quotas, 
but up to now it has not been possible 
to use even these quotas to the full be¬ 
cause of the way in which the rules are 
drawn up: first, access to the individual 
markets of the nine EEC countries, in 
contrast to the custom union's principle 
of equality, is limited by dividing the 
total quotas among the nine countries. 
These country-specific quotas arc cal¬ 
culated on general economic criteria and 
not on the individual countries’ capacity 
to absorb imports. Secondly, the maxi¬ 
mum share of an individual developing 
country of the total EEC quota is fixed 
by blocking clauses. Thus, those count¬ 
ries which export industrial products on 
some scale cannot make use of the full 
quotas. 

The reason given for blocking clauses 
is that the less industrialised develop¬ 
ing countries need protection! In parti¬ 
cular, the group of “most seriously affec¬ 
ted countries’ of the UN list must be 
given a chance. But to limit the advan¬ 
tages for the more industrialised develop¬ 
ing countries by blocking clauses does 
not, of course, automatically benefit the 
countries with smaller export capacities. 

Of the developing countries most 
seriously affected, India, Pakistan and 


Egypt alone have been able to reach the 
block amount in the individual tariff, 
but they are being held back in precisely 
the sector in which they have something 
to offer, because, for protectionist reasons, 
the quotas and blocking clauses for tex¬ 
tiles nave been set very low. (Table II) 

The blocking clauses thus not only 
provide additional protection for the 
EEC’s domestic industry but also dis¬ 
criminate against those developing 
countries which are already manu¬ 
facturing competitive products. 

Jute : Help for the countries most 
seriously affected is much more likely 
to succeed—not least within the frame¬ 
work of trade policy—through specific 
actions, e.g. granting special tariff pre¬ 
ferences. Examples of this include agree¬ 
ments on trade in products made of jute 
and coir between the EEC and India, 
Thailand, Bangladesh and Sri Lanka. 
To be sure, such measures are contrary 
to the general desirability of the preference 
system. But the more that the general 
system is extended to include farm and 
other sensitive products, the less need 
there will be for specific actions. 

drastic reduction 

The most important change in the 
General System in 1975, the drastic re¬ 
duction in the number of industrial pro¬ 
ducts under quota (excluding textiles; 
from 44 to 10, was not a really significant 
improvement, because although released 
from quotas, the 34 tariff items were 
subjected to ceilings* which are strictly 
supervised. Although the allocation of 
quotas to the individual member coun¬ 
tries has been dropped, there are still 
blocking clauses for those countries which 
up to now have been able to use up to 
the block amount. The share of these 
countries in individual tariff items is 
therefore in practice frozen at the 1974 
level, without directly making access to 
the EEC easier for the weaker countries. 

For 1976, given the present world 
economic situation, the preferences for 
1975 have on the whole been continued 
with minor improvements for the most 
seriously affected countries. The Com¬ 
mission has also been able to push through 
more generous handling of the quotas. 

The DIW concludes that it would be 
desirable for the EEC to contribute in¬ 
creasingly to the liberalisation of world 
trade, particularly in finished products 
from the developing countries—the need 


•Unlike in the case of quotas, no ceiling figure is 
published. When it has been reached the Commis¬ 
sion as a rule does not automatically re-apply the 
customs duty, as with quotas, but decides after 
consulation with the member states. 


for which in view of the inadequacy of 
development aid, is stressed in tne latest 
World Bank annual report. The Euro¬ 
pean Community has made a start with 
the General System of Preferences which, 
as the speech of the US Secretary of State 
at the UN special general assembly 
showed, is encouraging other industrial 
countries to follow suit. The EEC has 
the important task of developing its 
own initiative further and of making it 
more effective. 

Table II 

Number of Tariff Headings where 
the Blocked Amount of a Tariff 
Quota! was Reached 

(July 1, 1971 to June 30, 1975) 


Number 
of tariff 

Country headings 


textiles) 

Hong Kong 71 

Yugoslavia 50 

Korea, South 15 

Singapore 11 

Macao 6 

Brazil 5 

Argentina 4 

Mexico 4 

Philippines 4 

Malaysia 2 

Dominican Republic J 

Colombia 1 

Trinidad and Tobago 1 

Uruguay 1 


Total 176 

2. Cotton textiles 

India 17 

Korea, South 10 

Egypt* Arab Rep of 9 

Pakistan 8 

Colombia 5 

Mexico 2 

Total 51 

3. Textiles (other than cotton 

text.) and footwear 
Korea, South 25 

Yugoslavia 12 

Iran 10 

India 3 

Mexico 2 

Hong Kong 2 

Algeria 1 

Pakistan 1 

Braz<l l 


Total 57 


T1975 including the blocked amounts 
of the 34 tariff headings with ceilings. 

Source : Commission Information, in: 
Official Journal of the European Com¬ 
munities, Series C, several issues. 
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WINDOW ON THE WORLD 


Compensatory finance and IMF t 


The year has made a more than usually 
promising start for those least well off in 
international trading. In preparation 
for the meeting of the International 
Monetary Fund (IMF) in Jamaica's capi¬ 
tal the Fund libralizcd its rules on 
“compensatory financing" of export 
fluctuations. 

One of the problems faced by those 
unlucky countries whose exports con¬ 
sist mostly of primary products is that 
price fluctuations can reduce for some 
time the foreign exchange they have—if 
any—available to pay for essential im- 
orts. During the last 13 years the IMF 
as helped countries experiencing these 
“export shortfalls" by lending them up 
to 50 per cent of their IMF borrowing 
quota to meet that specific need. This 
limit has now been extended to 75 
per cent of the borrowers’ quota, pro¬ 
vided the drawings already outstanding 
will not be increased in normal cir¬ 
cumstances by more than half the quota 
in any 12-month period. 

The increased facility is welcome. The 
extent to which the 50 per cent of quota 
borrowing was used—35 countries have 
borrowed the equivalent of l£ billion 
dollars in the 13 years since the facility 
become available—shows that even the 
more restricted terms gave some very 
necessary help. That of the 1J billion 
borrowed over $ 900,000 remained out¬ 
standing with the IMF revealing how 
difficult the borrowers find it to reim¬ 
burse the Fund. This fact has undoubted¬ 
ly been foremost among the reasons 
moving the IMF to increase the facility 
by 25 per cent and also explains why 
the Fund stresses that, to borrow under 
this compensatory financing procedure, 
a member country must assure the Fund 
that its need for the aid is temporary 
and “largely attributable to circumstances 
beyond its control." The large amount 
outstanding or borrowings could suggest 
that the need is more than temporary and 
that many borrowers find great difficulty 
in repaying loans even partly. 

US support 

The increased borrowing facility is 
intended by the Fund as an alternative 
to commodity price support agreements 
and, for this reason, has United States 
support. The meeting in Kingston of 
the IMF interim committee and the 
jointly operated development commi¬ 


ttee of the IMF and the World Bank 
will have sought additional methods of 
making more aid available to the least 
industrially developed countries. A new 
trust fund with profits from the sale of 
one-sixth of the IMF’s gold and enlar¬ 
ged quotas in both the IMF and the 
Bank to help the neediest countries with 
large balance-of-payments deficits are 
on the agenda for approval and arc more 
than likely to be adopted. 

The USA will go a long way 
in supporting more favourable lend¬ 
ing facilities and larger quotas 
for the least well-off countries to 
avoid commodity price support agree¬ 
ments, an idea which finds more un¬ 
willing support among west European 
states than it docs across the Atlantic. 
IMF benefits for development aid may 
be raised by more than 32 per cent in 
order, after some years, to reduce pre¬ 
sent-day borrowers’ need to seek loans 
so often and to so heavy an extent or, at 
least, to make it easier for them to repay 
loans more fully and more regularly. 

economic barometer 

The Organization for Economic 
Cooperation and Development (OECD), 
with headquarters in Paris, is also mov¬ 
ing fast to become the leading forum for 
the dialogue between all industrially 
and commercially developing countries 
and the industrially developed states of 
western Europe. The OECD began as 
successor to the organisation operating 
the Marshall Plan for the economic re¬ 
surrection of western Europe after the 
1939-45 war. It has long since completed 
that work; it is now a major consultative 
economic body, a sort of economic baro¬ 
meter for the west European countries 
even though its readings are not always 
accepted by the generally prosperous 
western states. To a large extent the 
western nations, including the USA, 
are using it to coordinate their economic 
positions. As energy and development 
assistance have become increasingly poli¬ 
tically sensitive subjects the OECD is 
being used as a steering body to work out 
western positions on these two subjects 
as well as on commodity trade and finance. 

Similarly, the developing countries 
are making their principal forum, the 
Group of 77, into a coordinating body 
on similar lines to the OECD for the 
industrialized west. So far the Group 


of 77 has functioned mostly at the UN 
headquarters in New York. Now it 
is expected to move to Paris. Jurt as the 
OECD evolved in 1961 from the earlier 
Organization for European Economic 
Cooperation and the immediately post¬ 
war Committee of European Economic 
Cooperation, so the Group of 77 is deve¬ 
loping into a more experienced and 
mature organisation, capable of con¬ 
structive proposals as well as being the 
forum for presenting economic necessi¬ 
ties. If the expected shift to Paris 
occurs the Group of 77 will be working 
in the neighbourhood of west Europe’s 
most streamlined economic think-tank, 
compared with which the Market’s 
bureaucracy in Brussels is a slow-moving 
and clumsy animal. 

closer cooperation 

A much closer position bet¬ 
ween the OECD representing 24 
nations of west Europe, North 
America and Asia and the Group of 77 
representing both the rapidly growing 
states of Asia, Africa and South 
America as well as their poorest is to be 
welcomed as a potentially broadening 
experience for both organisations. The 
OECD has a highly respected economic 
staff open to ideas which could play a 
useful part with the Group of 77 in analy¬ 
zing financial problems underlying the 
relations in industry and commerce 
between those needing energy and food 
for industries and those seeking more 
wide-open markets for their growing 
industrial output as well as for raw mate¬ 
rials for manufacture. 

The European Community, which ad¬ 
vanced its understanding with develop¬ 
ing industrial and trading states in recent 
years by the Lome trade and aid agree¬ 
ment, is now considering its own internal 
political and economic future. The 
Belgian prime minister, Mr Tindcmans, 
has presented a 77-page report on Euro¬ 
pean union to his fellow heads of govern¬ 
ment after a number of visits to the capi¬ 
tals of the nine Common Market mem¬ 
bers. He is likely to have avoided the 
mistake made in the early post-war years 
and in the first years of the Market in 
the late ’50s of fixing an ambitious time¬ 
table for closer integration. The dead¬ 
line of 1980 laid down later by the then 
British premier, Mr Heath, has already 
been seen to be impossible. But the 
ideal of integration needs some decisive 
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steps forward if west Europe, despite 
the Market and die OECD, is not to 
fall sjowly apart to the old position of 
national self-interests as the overall 
guiding principle. 

The British and the Danes are the most 
suspicious of the integration idea; the 
British already have the reputation of 
being the laggards of Europe both over 
production and integration. The ori¬ 
ginal Six are far more willing to move 
forward, especially the smaller—but by 
no means the least influential—of 
them. 

The Belgian, the Dutch and the Luxem- 
burgers are in the forefront for closer 
integration; the Irish see the Markets 
as a possible salvation from overweening 
British influence and the Italians still 
regard the Market as a wayward oppor¬ 
tunity. Fortunately for the integration 
idea the Luxemburgers and the Dutch 
will be guiding the Market’s Council 
during 1976 and can give it fresh impetus. 

close attention 

The energy and raw materials con¬ 
ference is due to hold its second 
session in Paris next month. The 
Market can be expected to use this and 
later sessions to concentrate more closely 
its attention on its relations with trad¬ 
ing partners in Asia, Africa and South 
America as their increasing political 
significance and forcefulness become 
apparent. The Market took its penulti¬ 
mate step towards its customs union 
when, on January 1, Britain, Ireland 
and Denmark moved again towards the 
Market’s common external tariff. But 
even among themselves there are still 
many areas of variation in rules and 
commercial charges among the Mar¬ 
ket’s nine members. Until these are 
settled more fully there will be internal 
hesitations about terms of foreign trade. 
And until recession comes to an end— 
some are optimistic about the second 
half of this year but none see very early 
improvement—there will not be much 
heart within the Market either for closer 
internal integration nor for easier trad¬ 
ing terms for markets that can supply 
manufactures or semi-manufactures un¬ 
comfortably cheaply. 
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TRADE 

WINDS 


Credit for Drawback 

Banks will give interest free 
advances to exporters against 
their duty drawback entitle¬ 
ments, the Reserve Bank an¬ 
nounced recently. Banks may, 
however, charge a fee to cover 
administrative costs. Under 
this measure of export promo¬ 
tion, which comes into effect 
from February 1, banks will 
grant advances for up to 90 
days against provisional en¬ 
titlements certified by the cus¬ 
toms authorities pending final 
sanction and payment. Banks 
will be eligible for refinance 
from the Reserve Bank against 
duty drawback credit. Bank 
advances and the correspond¬ 
ing refinance—for a maximum 
period of 90 days—will be 
‘‘interest free", the Reserve 
Bank stated. 

The following are the details 
of the duty drawback credit 
scheme, 1976. Advances under 
the scheme will be granted 
under Section 17(3B) of the 
Reserve Bank of India Act, 
1934 to all licensed scheduled 
banks and scheduled banks 
which do not require a 
licence, if they are autho¬ 
rised dealers in foreign 
exchange, against their promis¬ 
sory notes repayable on 
demand and on the basis of 
their declaration in respect of 
advances made by them to 
exporters against their duty 
drawback entitlements, as 
provisionally certified by cus¬ 
toms authorities. For the 
present, this facility will be 
made available at the Reserve 
Banks offices at Bombay, 
Delhi, Calcutta and Madras. 
Both advances by banks to 
individual exporters and ad¬ 
vances by the Reserve Bank 
to eligible banks by way of 
refinance under this scheme 


will be segregated in separate 
accounts. 

The banks will sanction suit- 
table limits to the individual 
exporters for the specific pur¬ 
pose of granting advances 
against the provisional duty 
drawback entitlements, taking 
into account their export 
perfornmnee, eligibility for 
the drawback and other rele¬ 
vant factors. The banks will 
obtain separate promissory 
notes and a suitable agreement 
for the advances to be made 
under the scheme. The ad¬ 
vances given to exporters 
against their provisional en¬ 
titlements for duty drawback 
will be eligible for refinance 
from the Reserve Bank up to a 
maximum period of 90 days 
from the date of such 
advance. These advances up 
to a period of 90 days and the 
corresponding refinance by the 
Reserve Bank will be interest 
free. 

Administrative Costs 

The banks may, however, 
charge a reasonable amount 
towards the administrative 
expenses or costs relat¬ 
ing to the transmission of 
funds betweenthe centres where 
refinance is obtained from the 
Reserve Bank and the centres 
where advances are made to 
the exporters. The banks will, 
however, ensure that the trans¬ 
mission of funds in all such 
cases is arranged expeditiously 
and that any charges levied in 
this regard are reasonable and 
kept a low as possible. The 
banks may sometimes consider 
it necessary to stipulate on a 
selective basis, a margin not 
exceeding 10 per cent, between 
the amount of duty drawback 
provisionally certified by the 
customs authorities and the 
advance to be granted. The 


advances made under the 
scheme will be exempt from 
the Reserve Bank directive sti¬ 
pulating the minimum lending 
rate on advances. 

Dutch Assistance 

The Netherlands will give 
Rs 59.9 crores as development 
assistance to this country for 
1976. This was indicated 
during the discussions, the 
Netherlands minister for Deve¬ 
lopment Cooperation, Mr J.P. 
Pronk, had with government 
leaders in Delhi during his 
week long visit to India. A 
joint communique issued on 
Mr Pronk’s visit stated that the 
government of India expressed 
its appreciation for the assis¬ 
tance extended by the Nether¬ 
lands in the past and welcomed 
the indicated assistance for 
1976. Of the total assistance 
of Rs 59.9 crores, Rs 3.3 
crores would be for technical 
assistance. The additional 
grant was announced by Mr 
Pronk during his talks here. 
This grant will be used for 
financing specific projects to 
be mutually selected in areas 
of sophisticated technology, 
agricultural research and for 
implementation of social wel¬ 
fare programmes. 

IMF Lending 

International Finance minis¬ 
ters have reached an agreement 
on a package of measures to 
reform the world’s monetary 
system, including new steps 
to help developing countries. 
The agreement, reached recen¬ 
tly by a 20-man ministerial 
group representing the world’s 
rich and poor nations, cli¬ 
maxed nearly two years of 
work on remodelling the inter¬ 
national currency system. 
The ministers, members of 
the International Monetary 
Fund’s (IMF) interim commi¬ 
ttee, agreed to increase the 
amount of money members 
can borrow from the fund by 
45 per cent. This will make 
more than $3,500 million 
available to developing count¬ 
ries alone. It was also agreed 
to set up a special trust fund 
to help the poorer countries, 
-states with per capita annual 
incomes of less than $ 360. 
The fund would initially 


be financed by sale of IMF 
gold and possibly contribu¬ 
tions by otner member states. 
It was also decided to autho¬ 
rise the IMF to use the balance 
of its gold holdings either to 
boost its own resources or pro¬ 
vide more cash for developing 
countries. 

• 

IMF managing director 
Johannes Witteveen stated that 
the new measures would make 
“a very important contribu¬ 
tion” towards helping deve¬ 
loping countries deal with their 
mounting balance of payments 
deficit. Their deficit this 
year is estimated to total 
$31,000 million. 

Joint Agreement 

Demands by developing 
countries for an increase 
in the amount they could 
borrow on easy terms, 
threatened at the last minute to 
torpedo the agreement. But 
after nearly ten hours of meet¬ 
ings between developing coun¬ 
tries and industrialised states 
in separate session during the 
day, the agreement was finally 
accepted at a 90 minute joint 
meeting. The agreement 
changes the rules of the IMF 
to make it a more flexible 
agency, legalising the present 
system of floating exchange- 
rates and altering the role 
of gold in the international 
monetary system. It makes the 
IMF's Special Drawing Rights 
the world’s principal reserve 
asset. In its communique 
issued after its two days of 
meetings, the committee called 
up on industrial countries to 
ensure “a satisfactory and 
sustained rate of economic ex¬ 
pansion in the period ahead 
while continuing to combat 
inflation”. 

International Finance minis¬ 
ters failed to agree on any con¬ 
crete new steps to help the 
world’s poor countries, after 
plans to speed their economic 
development ran into US 
opposition. At the meeting 
of the joint World Bank- 
International Monetary Fund 
development committee, the 
US refused to go along com¬ 
pletely with a resolution cal¬ 
ling for a substantial increase 
in funds to the international 
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Development Association. The 
association, an affiliate of the 
World Bank, makes interest- 
free loans to poor countries. 
A communique issued by the 
committee stated that contri¬ 
butions to replenish the funds 
of the IDA should be increa¬ 
sed substantially. 

There was no agreement on 
howmuch the increase should 
be, nor, was the United States 
willing to subscribe to a clause 
in the communique saying the 
increase should be “in real 
terms”—sufficient to counter¬ 
act the impact of inflation. 
The United States delegation 
is reported to be stated that 
it could not completely subs¬ 
cribe to the resolution be¬ 
cause of congressional resis¬ 
tance to large US contribu¬ 
tions to the agency. The 
committee deferred action on 
a US proposal that a portion 
of the International More- 
tary Fund’s rew trust fund be 
med to help countries fir ar.ee 
shortfalls in their export earn¬ 
ings. The proposal, how¬ 
ever, ran into stiff opposition 
from developing nations who 
argued that the resources of 
the fund, expected to amount 
to only about J4C0 million a 
year, were rot sufficient. The 
fund was established to pro¬ 
vide balance of paymerts loars 
for the poorest of the deve¬ 
loping nations on easy terms. 

Article 19 Suspended 

The President has issued an 
order recently under which 
the right of any person to move 
any court for the enforcement 
of the rights conferred under 
Article 19 of the Constitution 
has been suspended for the 
period of the emergency. The 
rights guaranteed under Arti¬ 
cle of the Constitution are 
broadly known as “the seven 
freedoms”—freedom of speech 
and expression; right to as¬ 
semble peaceably and without 
arms; form association or uni¬ 
ons; move freely throughout 
the territory of India; ac¬ 
quire, hold and dispose of pro¬ 
perty; and carry on any occu¬ 
pation, trade or business. 

The rights under Articles 
14,21, and 22 remain suspended 
during the emergency under 


a notification issued by the 
President on June 27 last. 
The recent order stated: “In 
exercise of the powers con¬ 
ferred by Clause (l) of Article 
359 of the Constitution, the 
President hereby declares that 
the right of any person to move 
any court, for the enforcement 
of the rights conferred by 
Article 19 of the Constitution 
and all proceedings pending in 
any court for the enforcement 
of the above mentiored rights 
shall remain suspended for the 
period during which the pro¬ 
clamations of emergency made 
under Clause (1) of Article 352 
of the Constitution on Decem¬ 
ber 3, 1971 and on June 25, 
1975, are in force. 

Trad* Team for Iran 

Indian exporters, both in 
the public and private sectors, 
will have to do soire serious 
thinking atoutimproving their 
image to achieve a break¬ 
through in the Iranian mar¬ 
ket. Considerable damage has 
been dore to the Irdian image 
there by the iranrcr in which 
certain pait'es have failed to 
meet contractual teims, accor¬ 
ding to a trade delegation of 
the Federation of Indian 
Chamber of Commerce ard 
Industry (FICC1) led by Mr 
Hariih Mahirdra which visi¬ 
ted It an recently. In a report 
released to the press, the 
delegation has pointed out 
that Iran evinced keen interest 
in Indian participation in the 
manufacture of equipment for 
the expansion of the cxistirg 
and for the setting up of new 
cement and sugar plants, bicy¬ 
cles. scooters, ceramics, 
machine tools, automobile an- 
cillaries and spqre parts for the 
textile industry. 


®®nt by India for refineries. 
Iran has chalked out a pro¬ 
gramme to set up an oil refi¬ 
nery every alternate year with 
a capacity of 5 to 10 million 
tonnes. As Iran is contemp¬ 
lating massive investments in 
its fifth development plan for 
the creation of infrastructural 
facilities such as transport 
and communications, deve¬ 
lopment of rural and urban 


will provide a vast scope for 
India to participate in these 
activities through supply of 
equipment ranging from a 
wide variety of steel structural 
to other construction mate¬ 
rials. 

Cement Excise 


areas as well as housing, it 


iv a government 
notification, packing charges 
in respect of grey Portland 
cement have been excluded 


Department of Atomic Energy, Bombay 

P$. behalf of the President of India, the Director, Directorate of Purchase 
faikef Sow P cpartfncnt of Atom,c Energy, Bombay, invites tenders as de- 


1 . 


2 . 


4. 


Mechanical dry pump. 


10 . 


11 . 


12 . 


13. 


DPS/BARC/GEN/7772 due 2-2-76. Manure, well rotten, dry, 
ecomposed farm yard-manure free from soil and undecomposed 
grass. jUUU m.T, 

DPS: BARC : CAP: 1934 due on 3-2-1976. Inline pump with driving 
motor, capacity 120 litres per min.—3 Nos. 15 

DPS/NAPP/CAP/58 due on 6-2-1976. Electrically operated port¬ 
able concrete drilling machine and diamond core drills._1 No. 

DPS/NFC/C AP/309 due on 6-2-1976. Triohloroethylene vapour 
degreaser for degreasing zircaloy—2 scrap material. 1 No. 

DPS/NA PP/(Site)/POL/20 due on 10-2-76. Typo A water reducing 
admixture for concrete as per our specification. 27,000 Kgs. 

DPS/BARC/MJA/8404 due on 10-2-76. Computer based multi- 
channelanaiyser to be used to high resolution gamma spectrometry 
0192 channel resolution. 1 No. 

DFS/BARC/CAP/1887 due on 16-2-76. 
pimping speed 3Cm*/7r. 3 Nos. 

DFS/MAPP/ELE/62 due on 17-2-76. 650/1100 V grade, multicore 

and fioI,d t,nncd ^pper conductor cables of various sizes. 
13 f vco meters. 

}? rS lJ!£3. C ^: 5 / iL W 9 due on 18-2-76. 650/1100 V grade. Heavy 
du 'y £ Aluminium Conductor Power Cable of different sizes: 
wcu Meters. 

DFS/BA RC/R-5/CAP/35 due on 18-2-76. Fully automatic orbital 
pach'ne to weld butt joints in stainless steel pipes 
(AISI 3C4L) of diameters ranging from 90 mm to 150mm (Outside 
diameter). 1 Unit. v w 

DFS/PPt D/FAB/258 due on 23-2-1976. Manufacture, inspection 
assembly, acceptance, testing packing, deliveiy to Madras Atomic 

Tube Assembly ltC Kalpakkam and *«*"«*»• of Spent Fuel Transport 

DPS/BARC/R-5/FAB/16 due on 23-2-76. Manufacture, inspec¬ 
tion, testing, and delivery of Stainless Steel Casting of “Main Valve 
Housing for Fuelling machine Magazine. 3 Nos. 

DPS/M A PP/EEQ/25 due on 2-3-76. Supply of Current Transformer 
& Circuit Breaker test Set—1 set. 


A team fromlran would 
come here soon to locate 
parties which could supply 
automobile ancillarics of 
good quality as per agieed 
delivery schedules. Similarly, 
an Indian team may go to 
Iran to give technical advice 
in respect of settirg up 
a project for manufacturing 
spare parts for the growing 
textile industry there. Be¬ 
sides, there is considerable 
scope for the supply of equip- , 


14. DPS/BARC/R-5/EEQ/25 due on 3-3-1976. Supply of D.C. Power 
Source for Plasma Cutting Machine—2 Nos. 

15. DPS/BA RC/R-5/ELQ/26 due on 4-3-76. For supply of Lighting 
Switch Board and Plug Receptacles Board. 

Tender documents priced Rs. 5 each for items 2, 3, 4 and 7; Rs. 10each 
for items 1 and 10; Rs. 15, for item 6; Rs. 20 for item 14; Rs. 25 each for item 
5, 12, 13 and 15 and Rs. 100 each for items 8. 9 and 11, and General condi¬ 
tions of contracts priced 50 P each for items 1 to 10,13 to 15 can be had from 
the Finance and Accounts Officer, Department of Atomic Energy, Directo¬ 
rate of Purchase and Stores, 3rd Floor. Mchatta Building, Palton Road, 
Bombay-40CC01. between 10 am. to 1 p.m. on all working days except on 
Saturdays. Import Licence will be provided only if the items at S. Nos. 1 
to 4, 6, 7.10 and 13 are not available indigenously. Tenders will be received 
upto 3 p.m. on the due date shown above and will be opened at 4 p.m. 
on the same day. The right is reserved to accept or reject lowest or any 
tenders in part or full without assigning any reasons. 

_______ _ davp 645(353)75 
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from payment of central ex¬ 
cise duty from January 9,1975. 

Ban on Govarnmant 
Buildings Lifted 

In a bid to stimulate demand 
for cement and encourage off¬ 
take of steel the union finance 
ministry has lifted the tempo¬ 
rary ban on construction acti¬ 
vity in government depart¬ 
ments and public sector under¬ 
takings. The union govern¬ 
ment had issued as many as 
three orders, the earliest in 
August 1973, clamping a ban 
on construction of buildings 
with a view to curbing unpro¬ 
ductive expenditure in the 
wake of a near runaway infla¬ 
tion. The objective was also 
to effect economy in expen¬ 
diture and conserve resources. 
The ban, it is believed in the 
ministry, had its impact: in¬ 
flation had been brought under 
control. The ministry is now 
of the view that it is time to 
stimulate demand in certain 
sectors of the economy to set 
off a revival of activity in 
generat. The present order 
withdraws three earlier tem¬ 
porary ban orders—of August 
1973, January 1974 and April 
1975—'which the ministry be¬ 
lieves will provide employment 
to unskilled workers, mansons 
and carpenters in the construc¬ 
tion industry. It is also hoped 
that the building materials in¬ 
dustry will get a shot in the 
arm and in the process, off¬ 
take of cement and steel will 
increase. 

US Trade Team 

A 30 member team of Ameri¬ 
can businessmen is scheduled 

• to arrive in this country to 
; attend the first meeting of the 

• India-US Business Council 
1 scheduled to be held in New 
j Delhi in the first week of Feb- 
< ruary. The team will be led 
■ by Mr Orville L. Freeman, 

] president of the Business Inter- 
1 national Corporation and a 
] cabinet member during the 
i Kennedy Administration. The 
j group, which includes some 

: of the top business leaders in 
i the US. Included in the 
i group are Mr O.A. Costanzo, 

1 vice-chairman of the First 
l National City Bank, Mr 
i Richard M, Biss, president of 
the American Express inter¬ 


national Banking Corpora¬ 
tion, Mr James H. Hoffman, 
president of the Mansfield Tire 
and Rubber Company, presi¬ 
dents or vice-presidents of such 
large corporations as Cyna- 
mid, Burroughs, Bank of 
America, General Electric, 
Wyeth International, United 
States Steel, Caltex and Pfizer. 

The visit closely follows the 
visit to the US of a joint Indo- 
American delegation from 
India which set to itself the task 
of explaining the prevailing 
investment climate in India. 
The Indo US Joint Business 
Council has as its aim the 
exploration of the possibili¬ 
ties of investment opportuni¬ 
ties in joint ventures in third 
countries, of diversification of 
Indian exports to the US 
and transfer of technology 
from the US to India through 
normal commercial channels. 
The 30 member team was 
recently briefed by Mr Charles 
Robinson, under secretary of 
state for Economic Affairs, and 
also by the chairman of the 
National Chamber of Com¬ 
merce. 

Supplementary 

Demands 

Supplementary demands for 
grants totalling Rs 309.09 
crores during the current year 
(1975-76) were presented to 
the two houses of Parliament 
by the deputy minister of Fin¬ 
ance, Mrs Sushila Rohatgi. 
Of the total additional ex¬ 
penditure, the five instalments 
of dearness allowance sanc¬ 
tioned to central government 
employees in September last 
account for Rs 113 crores. 
Taking into account related 
receipts and recoveries, addi¬ 
tional requirements would in¬ 
volve a net outgo of Rs 274 
crores. Of the supplementary 
demands presented recently, 
Rs 137.53 crores is on revenue 
account, Rs 34.53 crores on 
capital outlays and Rs 137.03 
crores for disbursement of 
loans and advances. 

Besides DA instalments, the 
additional requirements co¬ 
vered by the demands include 
subsidies to state electricity 
boards and Calcutta Port Trust 
amounting to Rs 22.73 crores, 
transfers to states by way of 
• ** 


grants and loans Rs 25.$! 
crores, equity and loan releases < 
to public sector units R 9 73.03 
crores, loan to Delhi Electri¬ 
city Supply Undertaking Rs 
7,5 crores and gross drawals 
by USSR under trade agree¬ 
ment for financing purchase of 
Indian goods Rs 69.02 crores. 

The total additional expendi¬ 
ture included Rs 26.05 crores 
under plan and Rs 283.04 
crores under non plan ac¬ 
counts. The plan provisions 
include Rs 9.94 crores for in¬ 
vestment for financing Kud- 
remukh iron ore and second 
pelletisation project in Goa 
and Rs 3.12 crores as subscrip¬ 
tion to share capital of regional 
rural banks, Rs 20 crores has 
been provided for National 
Textile Corporation for work¬ 
ing capital requirements of sick 
units. 

Radial Tyras by Apollo 

Apollo Tyres' project for the 
manufacture of automobile 
tyres and tubes near Cochin is 
coming up fast. According 
to Mr Raunaq Singh, chairman 
of the company, it is likely to 
be commissioned before sche¬ 
dule, some time in October 
this year. The first consign¬ 
ment of plant and machinery 
from Europe is currently on 
the high seas. The entire im¬ 
ported equipment, costing 
about Rs 5.50 crores, is ex¬ 
pected to be shipped by March 
next. The factory building is, 
in the meantime, nearing com¬ 
pletion. The project, which 
involves a capital cost of Rs 
26 crores, is being set up in 
technical elaboration with 
General Tire International of 
the US. It would have an 
annual manufacturing capacty 
of500,000 tyres and tubes each. 

The company has suitably 
adjusted its product mix and 
foresees no difficulty in selling 
its products. Seventy per cent 
of its production would be 
for truck, tractor and other 
off-the-road tyres. It will 
also manufacture radial tyres 
which have an export poten¬ 
tial, Since radial tyres give 
about 150 per cent extra mile¬ 
age, these are increasingly re¬ 
placing the conventional tyres 
in the international market, 
it is stated. Negotiation for 


the supply of radial tyras 
5 worth Rs 25 lakhs have al¬ 
ready been readied. The 
company also has seemed order 
from Soviet Union for die 
supply of radial tyres. The 
company hopes to fulfil its 
export obligation without any 
difficulty. 

Exports of Engineering 
Goods 

In the first half of 1975-76 
(April-Septembcr, 1975), the 
export value of India’s 
engineering goods totalled an 
estimated Rs 159.35 crores as 
compared to Rs. 106.5 crores 
in the corresponding period 
of 1974-75 (April-Septembcr, 
1974). This reveals an ap¬ 
proximate 50 per cent improve¬ 
ment. In 1974-75, the engine¬ 
ering exports stood at Rs 
349.1 crores as compared to 
Rs 193.47 crores in 1973-74, 
Rs 141.08 crores in 1972-73 
and Rs 125.27 crores in 1971- 
72. The export uptrend was 
in respect of almost all the 
categories of engineering ex¬ 
ports. The export value of 
capital goods, for instance, 
rose substantially from Rs 
28.9 crores in April-Septem- 
ber, 1974 to Rs 64.6 crores in 
the same period of 1975. Ex¬ 
ports of primary steel and pig 
iron based items also improv¬ 
ed from RvS 29.7 crores to 
Rs 33.7 crores. The offtake 
of consumer durables such as 
auto parts, bicycles and acces¬ 
sories, diesel engines, electro¬ 
nics, electric fans and electric 
batteries went up from Rs 43.3 
crores to Rs 58.6 crores. 

Capital Goods 

In the capital goods sector, 
the export performance of 
industrial plant and machinery 
rose from Rs 8 crores to 
Rs 23.2 crores in the compar¬ 
able periods. Export of tex¬ 
tile and jute machinery was 
particularly notable as it im¬ 
proved from Rs 2.7 crores to 
Rs 13.7 crores. Similarly up¬ 
trend was noticed in food pro¬ 
cessing machinery; cement 
machinery and earth moving 
equipment. Heavy electrical 
exports recorded rise from 
Rs 3.36 crores to Rs 6.37 
crores. Fabricated steel 
structural* earned more at 
Rs 6.76 crores compared to 
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Rs 5.57 crores k Although a 
narginal decline was registered 
In transmission tine towers, 
the offtake of cranes and lifts, 
boilers including pressure 
vessels, and other structural 
were all exported more. 

Auto vehicles and parts con¬ 
stitute another growth point of 
engineering exports. The ex¬ 
port value of complete vehi¬ 
cles more than doubled from 
Rs 3.4 crores to Rs 7.7 crores. 
The export value of auto parts 
brightened up from Rs 7.85 
crores to Rs 12.04 crores. 
In the group of primarily steel 
nnd pig iron based items the 
most important export items 
have been steel pipes and tubes. 
Their exports improved from 
Rs 11 crores in the first half of 
1974-75 to Rs 12 crores in the 
first half of 1975-76. 

Lead Banks 

Guidelines, indicating the 
essential requirements of the 
effective functioningof the lead 
bank scheme have been drawn 
up by the Study Groups set 
up by the Reserve Bank to 
examine the operation of 
scheme in Gujarat and Maha¬ 
rashtra. The Groups were 
set up in September 1975, 
following the discussions at 
the Western Regional Con¬ 
sultative Committee. While 
they made separate studies of 
the operation of the scheme in 
the two states, because of the 
close similarity in the atten¬ 
dant problems, they have pre¬ 
sented a common report. The 
general conclusion of the 
groups is that while the first 
phase of the lead bank pro¬ 
gramme, consisting of the iden¬ 
tification of centres holding 
potential for bank operations 
and the opening of bank bran¬ 
ches therein, has been a sue* 
cess both in terms of the num¬ 
ber of new offices and in the 
emergence of a new pattern of 
collaborative effort, the pro¬ 
gress of the second and more 
difficult phase, consisting of 
the formulation and implemen¬ 
tation of area development 
Programmes has been slow. 

While “credit plans'* are 
being drawn up by some banks 
for their lead districts, these 
*ary in methodology and 
-overage. The report does 
&°t recommend a, uniform ap- - 


proach in this regard. It 
states that emphasis should; be 
not on methodological ex¬ 
cellence, in the academic sense, 
but on expeditious prepara¬ 
tion of technologically feasible 
and economically viable sche¬ 
mes and their collective imple¬ 
mentation by all financial 
institutions. 

It has been suggested 
that banks should set about 


the task of formulation of 
such schemes in the broad 
artja of the “priority sec¬ 
tors*" which can be immedia¬ 
tely implemented and com¬ 
pleted over a reasonable time 
span of 3 to 5 years. Certain 
“ground rules*" to be observed 
in the formulation of the 
schemes have also been indi¬ 
cated which include, basing 
the schemes on existing infra¬ 
structure, dovefailing them 


with the existing district deve¬ 
lopment plans to the extent 
possible and giving due con¬ 
sideration to ihe “Linkage” 
of various economic activities. 

Names in the News 

Ken Warner (Grindlays 
Bank Limited) has been elec¬ 
ted President of the Bombay 
Chamber of Commerce and 
Industry for the }-car 1976-77. 


NATION ON THE MOVE 

Less and less taxes 
on daily needs 


Excise duty on articles like kerosene, sugar, matches, 
soap, foot-wear etc. has been steadily brought 
down—from 46% in 1951 to 17% today; even ten years 
ago the duty on these items was 31%. 


IRON WILL 
AND 

HARD WORK 
SHALL 
SUSTAIN US 


For a free booklet on 

•customs a 

CENTRAL EXCISE 1 , 
Please write to: 
Distribution Manager, r 
D.A.V.P. B' Block, 1 
Kasturba Gandhi MargJ 
New Delhi-1 
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COMPANY 

AFFAIRS 


Chloride Indie 

Chloride India Ltd is acti¬ 
vely considering a major import 
substitution project which 
(will not only save the country 
^considerable foreign exchange 
but also generate additional 
foreign exchange by way of 
exporting the entire surplus 
capacity after meeting cap¬ 
tive requirements. At the 
same time, it is also consider¬ 
ing export-oriented projects in 
existing lines as well as diversi¬ 
fication in the core sector. 

With the capacity of the 
Chinchwad factory having been 
doubled the company does 
not foresee any serious diffi¬ 
culty in the near future in meet¬ 
ing the demand for its pro¬ 
ducts from its existing facili¬ 
ties. Since basically its pro¬ 
ducts are inputs for the vital 
sectors of the economy agri¬ 
culture transport, power, 
mining and telecommunica¬ 
tion which are all growth 
oriented, a fair rate of growth 
for the company can be ex¬ 
pected^ through continuous and 
systematic advance plan¬ 
ning. 

Record Rise 

During the year ended 
. August 31, 1975 sales recor¬ 
ded a rise of over twentyninc 
per cent to Rs 28.13 crores 
from Rs 21.81 crores while 
exports shot up by 73 per cent 
, from Rs l. 42 crores to Rs 2.45 
crores. The gross profit too 
went up to Rs 4.08 crores 
from Rs 3.57 crores in 1973- 
74. Out of the gross profit, 
the directors have appropria¬ 
ted a sum of Rs 269.00 lakhs 
for taxation and Rs 1.20 
lakhs to development rebate 
reserve as against 221.50 lakhs 
and Rs 15.50 lakhs provided 
respectively in 1973-74. This 
leaves a substantially higher 
net profit of 138.39 lakhs as 
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compared to Rs 119.95 lakhs 
in the preceding year. 

The directors have pro¬ 
posed a final equity dividend 
of 15 per cent, out of which 
3.8 per cent will be paid imme¬ 
diately while the balance will 
be paid on deferred basis. 
Together with the interim divi¬ 
dend of eight per cent, the total 
divided for the year works out 
to 23 per cent. The proposed 
dividend will absorb Rs 92.28 
lakhs. 

Standard Batteries 

Standard Batteries Ltd has 
reported impressive improve¬ 
ments in its working results 
during the year ended June 
30, 1975. Sales recorded a 
smart rise to Rs 11.38 crores, 
and it outstripped the pre¬ 
vious year’s performance by 
as much as Rs 1.07 crores or 
10.36 per cent. Sales would 
have been much more impre- 
sive had there been no power 
cuts in Tamil Nadu and Maha¬ 
rashtra. 

The company’s exports 
touched the handsome 
figure of Rs 92 lakhs and 
it surpassed the previous 
year’s record by more than 
26 per cent. The submarine 
division of the company manu¬ 
factured a part of the battery 
acceptable to the indentors. 
The order book of the company 
at present is full and the com¬ 
pany hopes to increase its pro¬ 
duction and sales consider¬ 
ably provided more working 
capital is made available to 
it. It is hoped that the con¬ 
cessions recently announced by 
the Reserve Bank of India 
with regard to bank finances 
will improve the situation. 

The profit of the company, 
before providing for taxation 
and development rebate re¬ 
serve, amounted to Rs 17.31 
lakhs as against a loss of Rs 
7.43 lakhs in 1973-74. Out 


of the profit, the directors have 
set apart a sum of Rs 32,757 
to development rebate reserve 
as compared to Rs 7.48 lakhs 
in 1973-74 while taxation ab¬ 
sorbed Rs 6.50 lakhs as against 
no provision previously. This 
leaves a net profit of Rs 10.49 
lakhs as compared to a loss of 
Rs 14.91 lakhs. 

After adjusting Rs 1,27,814 
being the excess provision 
for taxation and expenses 
in the previous year, a 
sum of Rs 6,22,552 
was transferred to general 
reserve leaving a balance of 
Rs 5,57,352 to be carried for¬ 
ward to next year’s accounts. 
The distributable profits for 
the year 1974-75, after the 
adjustment of last year’s losses 
as required under companies 
(Temporary Restrictions on 
Dividend) Act 1974, do not 
leave adequate amount for 
distribution. Hence the direc¬ 
tors have not recommended 
any dividend on equity shares. 

Delhi Cloth 

The various units of Delhi 
Cloth and General Mills Co. 
Ltd has reported fine progress 
during 1974-75. The textile 
units faced many adverse con¬ 
ditions during the year. The 
major contributory causes 
were heavy inflationary pres¬ 
sure on the one hand and a 
rigid curb on the other. Mar¬ 
ket conditions underwent dra- 
tic changes both internally and 
internationally and a deep 
recession set in after Septem¬ 
ber, 1974. The uncertainties 
and shortages of power sup¬ 
ply, both in Haryana and the 
U.P. greatly affected produc¬ 
tion as well as profitability of 
its units. To obviate the 
losses arising out of the recurr¬ 
ing power cuts the company 
has installed a power plant at 
Hissar and an additional diesel 
generating set at Dasna. 
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Ifhese measures will enable the 
company to run the mills to 
full capacity from its own 
generation. 

The working of Shriram 
Rayons improved during the 
year due to increased avail¬ 
ability of imported wood pulp 
and alsodue to the coming into 
production of one more tyre 
factory resulting in increased 
demand. 

Rise In Exports 

The performance of chemi¬ 
cal units at Delhi during the 
year on the whole was satis¬ 
factory, despite steep rise in 
costs. A significant achieve¬ 
ment during the year has been 
the substantial rise in exports, 
the value of which was over 
Rs one crore during the year. 

The Shriram Fertiliser plant 
after expansion of its capacity 
had teething troubles and the 
benefits of the expanded capa*- 
city could not be reaped dur¬ 
ing the year. The production 
in the current year has now 
started moving towards the 
achievement of the increased 
rated capacity. 

Shriram Vinyl plants opera¬ 
ted at satisfactory levels des¬ 
pite overall steep decline in 
demand for all plastic resins. 
Selling prices had to be reduced 
considerably during the year 
on account of the decline in 
demand. Capacity of caustic 
soda production has now 
been raised to 100 tonnes per 
day and it is expected that the 
increased production will be 
stabilised during the cur¬ 
rent year. On the whole, the 
performance of the Shriram 
Vinyls group has been quite 
encouraging. 

Working results of the sugar 
factories was adversely affected 
due to higher cane price and 
non-revision of levy sugar price 
despite various cost increases. 
Working of the distillery was 
normal. 

The DCM Data Products 
has progressed well notwith¬ 
standing tough competition 
from other indigenous manu¬ 
facturers. The company has 
developed sophisticated machi¬ 
nes such as the micro compu¬ 
ter and mini-computer. The 
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company hopes to put the 
nicro-computer in the market 
n the current year. 

Kirlotkar Brothers 

Kirioskar Brothers has 
eported satisfactory progress 
luring the year ended July 31, 
L975. DiSpi te a sharp i ncrease 
n sales to Rs 30.08 crores 
Vom Rs 21.94 crores, profit 
leclined to Rs 45.20 lakhs 
rom Rs 61.36 lakhs in 1973* 
M. The profit has been arri¬ 
ved at after meeting all ex¬ 
penses and after providing for 
lepreciation, development 
ebate, taxation and bonus to 
employees. Adverse factors 
such as the rise in labour costs, 
naterial costs, interest charges 
tnd acute power shortage, 
lave resulted in the erosion 
)f margins. The directors 
lave recommended an equity 
lividend of 10 per cent for 
L974-75 which will absorb Rs 
L2.26 lakhs. Besides the direc- 
:ors have proposed to issue 
i>onu$ shares, subject to the 
consent of the Controller of 
Capital Issues, in the ratio of 
two bonus shares for every 
three existing equity shares 
leld, on a date to be decided 
later, by capitalising a sum of 
Rs 81.77 lakhs from general 
reserve. Further, the direc¬ 
tors recommended payment 
of dividends on preference 
shares. 

Increase in Exports 

The company’s exports in¬ 
cluding export through other 
parties have been increasing in 
last few years. The company 
has now started exporting its 
pumps regularly to the United 
Kingdom. The pumps have 
been received very well by 
users in the UK and Europe 
and the demand is expected to 
increase in the coming years. 
The company’s compressor 
factory at Karad has been pas¬ 
sing through a crisis owing to 
lack of adequate demand for 
Hermetic compressors. 

One of the reasons for the 
slackening of the demand for 
:ompressors is the high rate of 
Jxcise duty of 125 per cent 
of the value. The outlook 
for this industry does not 
ippear to be encouraging. 
The company is therefore try¬ 


ing to export components of 
Hermetic compressors to other 
countries with a view to utilis¬ 
ing the capacity. During the 
current year, in the first four 
months sales have increased by 
about 10 per cent over the 
same period of last year. 
However, there are signs of 
recessionary trend in the 
demand and it is, therefore, 
difficult to forecast the pros¬ 
pects for the current year. 

The company proposes to 
participate in a joint venture 
in Mauritius for progressive 
manufacture of pumps. Nego¬ 
tiations have been going on 
with Messrs Rey and Lerferna 
Ltd, an established business 
firm in Mauritius as well as 
with the government of India 
and government of Mauritius. 
A resolution has been pro¬ 
posed at the forthcoming 
annual general meeting for 
the consideration to invest up 
to Rs 6.5 lakhs (Mauritian) 
in this joint venture. 

Escorts 

A consignment of 50 FORD 
tractors, manufactured by 
Escorts Tractors Limited has 
been despatched to Nepal. 
This represented the first batch 
out of an order for 160 FORD 
tractors under a programme 
financed by the Asian Deve¬ 
lopment Bank (ADB) loans. 
The order valued at $1 million 
was won in the face of stiff 
world competition from coun¬ 
tries such as the UK and 
Japan and was the largest 
order of its kind secured by 
an Indian firm against Asian 
Development Bank Loan. 
Under the agreement signed 
earlier between Escorts Ltd 
and Nepal’s Agricultural Deve¬ 
lopment Bank for the supply 
of tractors against ADB loans 
to Nepal, both the beneficia¬ 
ries and the technicians of the 
Bank would be provided free 
traini g facilities for after 
sales service, by Escorts Insti¬ 
tutes of Farm Mechanization 
at Faridabad and Bangalore. 
Engineers have been sent to 
Nepal to assist the local 
dealers there. 

The supply of tractors to 
Nepal at this time assumes 
particular importance in the 


context of the Agriculture 
Year being currently observed 
in that country, a special fea¬ 
ture of which is to popularize 
the use of tractors and related 
implements for ensuring timely 
land preparation and thereby 
enabling the vast majority of 
farmers there to take to double 
or multiple cropping. In thus 
helping to boost agricultural 
production in Nepal, the trac¬ 
tors would contribute signi¬ 
ficantly in making Nepal’s 
Agriculture Year a big success. 

Escorts started their trac¬ 
tor marketing operations in 
Nepal in 1973 and have now 
established a well knit dealer 
network there. There are pre¬ 
sently over 200 FORD and 
ESCORT tractors operating 
on Nepalese farms. 

Prestigious Order 

Earlier, the company had 
successfully airlifted 400 trac¬ 
tors and 1,200 matching im¬ 
plements to Afghanistan 
against a prestigious order 
won against global competi¬ 
tion, earning foreign exchange 
worth over £1 million. With 
the establishment of a 
market in Afghanistan, the 
Company was placed in an 
advantageous position for the 
export of its equipment to 
other neighbouring countries. 

Escorts received full co¬ 
operation from their collabo¬ 
rator, Ford Motor Company, 
which greatly helped to secure 
the orders fiom both Afghanis¬ 
tan and Nepal. 

Goodlass Nerolac 

Gokak Patel Volkart pro¬ 
poses to purchase 25,200 equity 
shares of Goodlass Ncrolack 
Paints from Lead Industries 
Group, London, The company 
does not hold any share of 
Goodlas Nerolac at present. 
While the directors will en¬ 
deavour to acquire these 
shares from Lead Industries 
group at the lowest possible 
price they are seeking the 
authority from the share¬ 
holders to purchase them at a 
price considered to be reason¬ 
able but not exceeding Rs 154 
per share of Rs 100 each. 
The proposal will of course fcc 
subject to the sanction of the 
central government. The 


authorised capital of Good¬ 
lass Nerolac is Rs 2 crores 
in equity shares of Rs 100 each. 
The paid-up capital is Rs 1.26 
crores. Of this, 100,800 
equity shares are held by Lead 
Industries group, which has 
indicated its willingness to sell 
25,200 shares to Gokak Patel 
Volkart. Following this sale 
of shares, the shareholding of 
Lead Industries group in 
Goodlass Nerolac will stand 
reduced from 80 per cent to 60 
percent. 

News and Notes 

The reputed industrial house 
of Goa the Chowgnles have 
decided to set up a large ship¬ 
building yard at Gogha, about 
20 km from Bhavnagar on the 
Gulf of Cambay. The company’s 
existing barge and tug-build¬ 
ing yard at Gogha will be deve¬ 
loped in a couple of years to 
raise its capacity of building 
mini-tankers of two of three 
thousand tonnes. The group is 
also developing its cement 
plant at Jafarabad in Amreli 


WIMCO LIMITED 

Notice 

General Notice is hereby given 
to members of the public 
under Rule 4A of the Mono¬ 
polies and Restrictive Trade 
Practices Rules, 1970 that 
WIMCO LIMITED, intends 
to make an application to the 
Central Government under 
Section 21(1) of the Mono¬ 
polies and Restrictive Trade 
Practices Act, 1969 of their 
proposal for the manufac¬ 
ture of Ossein. 

Any person interested in the 
matter may, if he so desires, 
intimate to the Central Govern¬ 
ment in the Department of 
Company Affairs, Ministry of 
Law, Justice and Company 
Affairs, within fourteen days 
from the date of publication 
of this Notice, his views, if 
any, with regard to the said 
proposal of the Company as 
also the nature of the interest 
therein. 

(M.V. Hate) 

Director & Secretary m 

Registered Office: 

Indian Mercantile Chambers 
Nicol Road, Ballard Estate, 
Bombay 400 038. 
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district and fisheries plant at 
Veraval in Junagadh district. 

V.S. Dempo and Co Pvt 

Ltd has emerged as the biggest 
exporter of iron ore from Goa 
during 1975. Its exports from 
Goa, which handless the bulk 
of the export trade in iron ore, 
amounted to 18,09 lakh ton¬ 
nes against 18.60 lakh tonnes 
in 1974. The small decline 
in the quantity exported was 
a sequel to the reduced de¬ 
mand from Japan, the main 
iron ore buyer from India. 

Syndicate Bank is partici¬ 
pating in a big way in the 
Kdrnataka Agricultural Credit 
Project drawn up with the 
financial assistance of the 
World Bank. The Bank has 
drawn up a scheme for financ¬ 
ing purchase of tractors in 
Biliary, Belgaum, Bijapur, 
Dharwar; Bangalore, Hass an, 
Shimoga and Raichur districts 
of Karnataka. Indigenous and 
imported tractors arc supplied 
by Karnataka Agro-Industries 
Corporation under the scheme. 

Loan Assistance 

Syndicate Bank luis made 
available the maximum amount 
of loan assistance to farmers 
among all the commercial 
banks under the project. The 
Bank has so far financed 366 
farmers to the tunc of Rs 214 
lakhs for purchasing tractors. 

In recent times shortages of 
power supply have necessita¬ 
ted statutory restrictions on 
the use of electricity, both in 
terms of maximum demand 
and energy consumption. Con¬ 
sumers who have failed to 
comply with thc>c restrictions 
have been warred or have 
incurred a pcralty 

Realising the difficulties of 
industrial consumers, the Tata 
Electric Companies have deve¬ 
loped a monitoring device to 
forewarn the consumer be¬ 
fore his actual maximum de¬ 
mand exceeds his specified 
limit by projecting an audio¬ 
visual alarm which enables 
him to relieve less importart 
loads and thus remain within 
limits. This device is also cap¬ 
able of automatically dis¬ 
connecting a part of the load 
as the registered demand 
reaches the danger mark and 
of automatically reinstating 
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that part as the demand rece¬ 
des well below the maximum 
specified limit. 

This is the first time in the 
country that such a product 
has been developed indige¬ 
nously. The quality of the 
product meets international 
specifications and export mar¬ 
kets arc presently being ex¬ 
ported. The equipment was 
displayed at a recent exhibi¬ 
tion in Bombay. 

New Issues 

Katihar Jute Mills Limited 

is entering the capital market 
shortly with the issue of 
1,50,000 equity shares of Rs 10 
each and 10,000 (11 per cent) 
preference shares of Rs 100 
each. On behalf of the exist¬ 
ing shareholders it is also 
offering for sale of 36.000 
Equity shares of Rs 10 each to 
comply with one of the listing 
requirements of Stock Ex¬ 
changes. The proceeds of the 
issue will be utilised to finance 
the modernisation scheme of 
its jute mill at Katihar (an in¬ 
dustrially backward district 
of Bihar) situated in one of 
the biggest jute producing 
areas of India. The company 
claims that after completion 


of modernisation scheme, the 
production will go up from 
7,000 M/T to 8,000 M/T, 
whereas labour and other rela¬ 
ted costs will decrease. More¬ 
over, the mill has locational 
advantages whereby raw mate¬ 
rials and labour which form 
major part of the total cost, 
are cheaper than those for 
Calcutta Mills. This apart, 
the company has been sanc¬ 
tioned term loans from finan¬ 
cial institutions at cheaper 
interest rates and it has been 
granted tax concessions by 
Bihar state government. 

A move is afoot to set up a 
Rs 5-crore alloy steel plant 
near Cochin. Sponsored by 
Nlmas Export Publicity Pvt 
Ltd, the project will be under¬ 
taken by Nimas Steel Ltd, a 
new company promoted for the 
purpose. The company ex¬ 
pects to enter the capital mar¬ 
ket in Jure or July to raise a 
part of the finance for the pro¬ 
ject. The plant to be located 
in a backward area near 
Cochin will have an annual 
production capacity of 55,000 
tonnes of alloy steel compris¬ 
ing 30,000 tonnes of finished 
sections and 25,000 tonnes of 
semis on a two-shift work¬ 
ing. The value of the annual 


production will be around Rs 
IScrorcs, 

Saved Foreign Exchange 

The company proposes to 
manufacture a full range of 
alloy steels from EN-8 to EN- 
45 in sizes and sections re¬ 
quired by the consuming in¬ 
dustries which will help save 
annually foreign exchange 
worth Rs 7 crores. 

Negotiations for foreign 
know-how are in progress. 
The management does not ex¬ 
pect any power problem as 
Kerala has surplus power which 
it supplies at present to Karna¬ 
taka and Tamil Nadu. Since 
this is core sector project, the 
investment in the company’s 
shares in likely to be exemp¬ 
ted from Wealth Tax, 

Haryana Oxygen is setting 
up an oxygen plant at Hissar 
(Haryana). The company 
holds an industrial licence for 
manufacturing four lakh cublic 
metres of oxygen gas per 
annum. The unit is being 
put up adjacent to the plant 
of Haryana Polysteels, a joint 
sector project of Haryana 
government, with which the 
company has entered into an 
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agreement to supply oxygen 
directly through a pipeline. 
The cost of the project is esti¬ 
mated'at Rs 61 lakhs, which 
will be met by share capital 
(Rs 24 lakhs), and terms loans 
(Rs 37 lakhs). Production is 
expected to commence by May 
1976. The company proposes 
to issue shortly 90,000 equity 
shares of.Rs 10 each and 
4,000—11 per cent cumula¬ 
tive redeemable preference 
shares of Rs. 100 each at par. 

Resides, to comply with 
the listing regulations of the 
stock exchange, the existing 
shareholders will offer 30,000 
equity shares of Rs 10 each at 
par. The company has also 
received a letter of intent for 
manufacturing 10 lakh cubic 
metres of oxygen gas, two lakh 
cubic metres of dissolved acety¬ 
lene, 10 lakh cubic metres of 
nitrogen, 50,000 cubic metres 
of argon and 100 tonnes of 
nitrogen oxide, This project 
wilt be taken up later. 

Capital and Bonus 
Issuas 

Consent has been granted to 
the following companies to 
raise capital The details arc 
as follows: 

M/s The Standard Mills Co. 
Limited, have been accorded 
consent, valid for 3 months, to 
capitalise Rs one crore out of 
its General Reserve/Share Pre¬ 
mium Account and issue fully 
paid equity shares of Rs 100 
each as bonus a shares in the 
ratio of one bonus share for 
every four equity shares held. 

M/s The Indian Plastics and 
Chemicals Pvt Ltd, Dandcli, 

have been accorded consent, 
valid for 3 months, to capita¬ 
lise Rs 2.25 lakhs out of its 
General Reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in 
the ratio of one bonus share 
for every equity shares held. 

M/s Lakshmi Automatic 
Looms Work Limited, Coimba¬ 
tore, have been accorded con¬ 
sent, valid'for 12 months, for 
issue of securities worth Rs 
3 crores in equity shares of Rs 
10 each to partly finance the 
setting up of plant at Coimba¬ 
tore to manufacture “Ruti- 
C-Type” Automatic Looms 
with the collaboration of M/s 


RutiJ Machinery Works ltd, 
Ruti (Zurich), Switzerland. 

M/s Perfect Circle Victor 
Limited, has communicated to 
government of its proposals 
to issue capital under clause 
(5) of the Capital Issues (Ex¬ 
emption) Order, 1969 for Rs 
101.29 lakhs divided into 
10,12,900 equity shares of Rs 
10 each, for cash at par, to be 
offered and subscribed as to 
Rs 37.50 lakhs by general 
public, Rs 35.46 lakhs by 
USA collaborators and Rs 
28.33 lakhs by Indian Promo¬ 
ters, Directors, etc. to provide 
a part of finance required for 
the manufacture of Piston 
Rings. 

M/s Sharda Sugar and In¬ 
dustries Limited, Bombay, a 

public company having a paid- 
up capital of Rs 99,35,693 
has been accorded consent to 
issue further capital of Rs 
37.50 lakhs in equity shares 
of Rs 10 each at par as rights 
shares. The proceeds will be 
utilised for financing working 
capital needs of the company. 
The consent order is valid for 
12 months only. 

M/s Kerala Urban Develop¬ 
ment Finance Corporation 
Limited, Calicut, have been 
accorded consent, valid for 12 
months, for the issue of deben¬ 
ture >bonds of Rs one crore, 
with an option to retain addi¬ 
tional subscription to the ex¬ 
tent of 10 per cent of the modi¬ 
fied amount, viz. Rs one 
crore, in the event of over¬ 
subscription. The proceeds 
of the issue will be utilised 
for rendering financial assis¬ 
tance by way of loans and ad¬ 
vances to the urban local 
bodies in Kerala State for 
implementation of their deve¬ 
lopment schemes. 

M/s Industrial Reconstruc¬ 
tion Corporation of India Limi¬ 
ted, have been accorded con¬ 
sent, valid for 12 months, for 
the issue of bonds of the value 
of Rs 2.50 crores, with a right 
to retain 10 per cent of the 
notified amount. The object 
is to augment the resources 
of the corporation to meet 
the demands of the Sick and 
Closed Industrial Units in¬ 
cluding industries taken over 
under industries (Develop¬ 


ment and kegulation) Act, 
for reconstruction. 

M/s Keltron Component 
Complex Limited, Cannanorc 
(Kerala), have been granted 
consent, valid for 12 months, 
for the issue of securities of 
the value of Rs 1.63 crores 
in 14,30,000 equity shares of 
Rs 10 each and 20,000 pre¬ 
ference shares of Rs 100 each 
to partly finance the setting 
up of a plant at Cannanore for 
the manufacture of aluminium 
electrolytic capacitors. 

M/s Sinclair Freight and 
Chartering Consultonts Pvt 
Ltd, have been accorded con¬ 
sent, valid for 3 months, to 
capitalise Rs 2,09,800 out of 
its general Reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in the 
ratio of one bonus share for 
every one equity share held. 

M/s Transpek Industry Pri¬ 
vate Limited, have been accor¬ 
ded consent valid for 3 months, 
to capitalise Rs 4 lakhs out 
of its general reserve and 
issue fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of 4 bonus shares for 
every 5 equity shares held. 

M/s Bombay Paints and 
Allied Products Limited, Bom¬ 


bay, have been granted con¬ 
sent for issue of bonus shares 
for Rs 7,46,750. 

M/s SLM Maneklal Indus¬ 
tries Limited, Ahmedabad, 
have been accorded consent, 
valid for 3 months, to capita¬ 
lise Rs 32 lakhs out of its 
general reserve and issue 
fully paid equity shares of Rs 
100 each as bonus shares in 
the ratio of one bonus share 
for every three equity shares 
held. 

M/s Kerala State Industrial 
Development Corporation Limi¬ 
ted, Trivandrum, have been 
accorded consent, valid for 
12 months, for the issue of 
debenture bonds of Rs 50 
lakhs, with an option to retain 
additional subscription upto 
10 per cent of the notified 
amount, viz. Rs 50 lakhs. The 
proceeds of the issue is re¬ 
quired for raising working 
capital. 

M/s Dcepak Industries Limi¬ 
ted, Calcutta, have been accor¬ 
ded consent valid for 3 months, 
to capitalise Rs 23,75,000 out 
of its general reserve and 
issue fully paid equity shares of 
Rs. 10 each as bonus shares in 
the ratio of 19 bonus shares 
for every 20 equity shares 
held. 


Dividends 

(Per cent) 


Name of the company 

Year ended 

Equity dividend 
declared for 

Current 

year 

Previous 

year 

Higher Dividend 

Ogilvy Benson and 
Mathur Pvt. Ltd. 

May 31, 1975 

22.0 

5.0 

Coonoor Tea 

Sep. 30, 1975 

20.0 

12.0 

Gammon India 

July 31, 1975 

8.0 

5.0 

Suri and Nayar 

July 31, 1975 

9.5t 

Nil 

Bell Graphic Recording 
Charts 

June 30, 1975 

8.0 

3.0 

Same Dividend 
Carborundam Universal 

Aug 31, 1975 

12.0 

12.0 

Binani Metal 

June 30, 1975 

Nil 

Nil 

National Rolling and 
Steel Ropes 

June 30, 1975 

Nil 

Nil 

Reduced Dividend 

New Swadeshi Sugar 

June 30, 1975 

Nil 

5.0 

Shree Madhusudan 

Mills 

June 30, 1975 

Nil 

5.0 


fMaiden dividend 
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RECORDS 

AND 

STATISTICS 


Finances of 
public limited 
companies: 
1973-74 

The division of the Company 
Finances of the Department 
of Statistics, Reserve Bank of 
India Publishes fiom time to 
time studies on the finance* of 
the selected medium and large- 
scale, non financial, non¬ 
governmental public limited 
companies. Reproduced below 
is the third such study in the 
fifth quinquennial scries which 
was published in the September 
1975 issue of the RBI 
Bullclinc. 

Of the 1650 selected 
companies included in this 
study, 1576 arc from 
among those covered in 
the study for 1972-73. The 
remaining 74 companies of 
the previous study had to be 
substituted mainly because of 
non-receipt of their accounts 
in time. The next largest 
group of 22.5 companies (14 
per cent) closed their annual 
accounts in June. Before dis¬ 
cussing the results, a few 
changes in the scope, concep¬ 
tual framework, and presenta¬ 
tion of data, made in the pre¬ 
sent study arc indicated 
below. 

The scope of the study was 
widened to cover, for the first 
time, the category of companies 
incorporated outside India, 
which have the majority of 
shareholders, the entire busi¬ 


ness, seat of management and 
control in India. The metho¬ 
dology adopted for this study 
is the same as that followed 
for the previous studies except 
for presentation of the item 
“non-operating surplus (+)/ 
deficit (—)” in the ‘combined 
income, value of production, 
expenditure and appropriation 
accounts’ with consequent 
changes in the definition of 
profits before tax, profits after 
tax and retaired profits. 

In previous studies, the item 
‘profits before tix' which cor¬ 
respond) to operating profits 
of this study, represented pro¬ 
fits out of the normal activi¬ 
ties, and as such excluded non¬ 
recurring items like profit-loss 
from sale of investments and 
fixed arsc f s, profit/loss due of 
revaluation of assets /curren¬ 
cies, provisions writtenback, 
insurance claims realised and 
income /expenditure relating to 
previous years. These items 
have now been grouped under 
“non-operating surplus ( {-)/ 
dcfi:it(—)”. 

New Definitions 

Profits before tax, profits 
after tax and retained profits 
have now been defined to 
include the non operating 
surplus/deficit. The data on 
profit making companies 
presented in the study 
pertain to companies whose 
operating profits (which is 
the same as profits before tax 
of the previous studies) were 
positive. The ratio relating 
bank borrowings with inven¬ 
tories and other items, arc now 
based on the short-term bank 
borrowings. The ratio of 
gross profits to total capital 
employed has now been cap¬ 
tioned as the ratio of gross pro¬ 
fits to total net assets, i.e. ba¬ 


lance-sheet total adjusted^fqr 
carry-forward losses. 

An additional indicator of 
profitability viz, the ratio of 
gross profits to total net assets, 
net of intangible and miscel 
laneous non-current assets, is 
also presented in'this study. 
A new industry group “rubber 
and rubber products” has been 
added to the list of specified 
i ndustries/i ndus try groups 
for which separate data are 
presented. The frequency 
distribution of companies 
according to the percentage 
of equity dividend declared 
on ordinary paid up capital 
has been enlarged to include 
industry/industry groupwisc 
data also. 

Salient Features 

The salient features of the 
performance of the private 
corporate sector during 1973- 
74, shown by the study, arc, 
an increase in the rate of 
growth in both value of pro¬ 
duction and total income, a 
further slowing down of the 
rate of growth in sales, a 
substant ; al increase in profits 
after tax accompanied by a 
decline in the amount of divi¬ 
dends distributed, mainly due 
to legislative restrictions, re¬ 
sulting in a steep rise in re¬ 
tained profits. The rate of 
capital formation, both in 
fixed assets and inventories 
was higher than in 1972-73 
and there was continued re¬ 
liance on owned funds for 
financing the major part of the 
assets formation, though to 
a relatively lesser extent than 
in the previous year. There 
was a sharp increase in bank 
borrowings as compared to 
net repayment in the previous 
year. 

With value of production 
recording an increase of 11.0 
per cent in 1973-74 (9.0 per 
cent in 1972-73), and the rate 
of growth in sales declining 
from U.O per cent in the pre¬ 
vious year to 8.7 per cent in 
1973-74, there was a subs¬ 
tantial increase of Rs 192 
crores in the value of stock of 
finished goods and work in- 
progress in 1973-74, compared 
with a decline of Rs 10 crores 
in the previous year. The 


growth in total income of 11.0 
per cent in 1973-74 was 
accompanied by a rise in total 
expenditure (including In¬ 
terest payments) but the rate 
of growth in the latter was 
lower at 10.0 per cent and as 
a result, there was a marked 
improvement in .the rate 
of growth of operating profits 
from 5.3 per cent in 1972-73 
to 27.0 per cent in 1973-74. 
This was reflected also in the 
impressive growth rate in pre¬ 
tax profits, which increased 
from 6.8 per cent in 1972-73 
to 25.2 per cent in the year 
under review. 

Despite a relatively larger 
growth rate in tax pro¬ 
vision (25.4 per cent) in 
1973-74 compared with 8.9 
per cent in 1972-73, the 
profits after tax recorded a 
steep rise of 25.0 per cent as 
against the increase of 5.1 
per cent in the previous year. 
On account of restrictions im¬ 
posed by the companies (Tem¬ 
porary Restrictions on Divi¬ 
dends) Act, 1974, the total 
amount paid as dividends dec¬ 
lined by 8.7 per cent in 1973-74 
in contrast to a rise of 7.8 
per cent in the preceding year. 
Consequently, retained profits 
moved up sharply by 62.8 
per cent in the year under re¬ 
view as against a meagre rise 
of 2.1 per cent in 1972-73. 
Largely as a result of the higher 
retained profits, the cash flow 
(depreciation provision plus 
retained profits) increased by 
23.4 per cent in 1973-74 as 
against 6.3 per cent in the pre¬ 
ceding year. 

Total Expenditure 

The increase in total expen¬ 
diture was shared by all the 
items. Manufacturing ex¬ 
penses (comprising raw mate¬ 
rials, components, etc., stores 
and spares and power and fuel 
consumed and other manu¬ 
facturing expenses) increased 
by 10.1 per cent, remunera¬ 
tion to employees (compris¬ 
ing salaries, wages and bonus, 
provident fund and Welfare 
expenses) by 13.5 per cent, 
repairs to buildings and machi¬ 
nery by 16.2 ^er cent, depre¬ 
ciation provision by 5.8 per 
cent and interest payments by 
5.3 per cent. The relative 


EASTERN ECONOMIST 


120 


JANUARY 16 , 1976 


Increases registered in the 
previous year were 7.2 per 
cent, 13.4 per cent, 13.1 per 
cent, 8.3 per cent and 5.5 per 
cent, respectively. 

The share of manufacturing 
expenses in value of produc¬ 
tion declined marginally from 
62.4 per cent in 1972-73 to 

61.9 per cent in 1973-74. On 
the other hand, the share of 
wage bill increased marginally 
from 15.4 percent in 1972-73 
to 15.8 per cent in 1973-74. 
Hie variations in the shares of 
repairs to buildings and machi¬ 
nery, depreciation and interest 
payments were negligible. The 
profit margin (i.e. operating 
profits less other income like 
interest, dividend, rent, etc.) 
in the total value of production 
increased by 4.6 per cent 
in 1972-73 to 5.4 per cent in 
1973-74. 

Return on Assets 

The year under review wit¬ 
nessed a reversal of the dec¬ 
lining trend in profitability of 
the selected 1650 companies 
since 1970-71. The profit 
margin on sales (as measured 
by the ratio of gross profits 
to sales) was 10.5 per cent in 
1973-74 as against 9.5 per 
cent in the previous year. 
The return on the total net 
assets (as measured by the 
ratio of gross profits to total 
net assets) and the return on 
shareholders’ equity (the 
ratio of profits after tax to net 
worth) both of which stood at 

10.3 per cent in 1973-74, 
improved to 11.0 per cent and 

11.9 per cent respectively, in 
1973-74. 

The rates of growth of fixed 
assets, gross and net, at 8.7 
per cent and 6.9 per cent, 
respectively, in 1973-74 were 
higher than the corresponding 
rates of the previous year of 
8.5 per cent and 5.7 per cent, 
respectively. Inventories moved 
by 15.3 per cent in 1973-74 
compared with a rise of 5.9 
per cent in 1972-73. In con¬ 
sequence, the rates of capital 
formation, gross and net, 
were higher at 10.8 per cent 
and 10.7 percent, respectively, 
in 1973-74, compared with 
7.7 per cent and 5.8 per cent, 
respectively, in 1972-73. 


The rates of growth in total 
assets, gross and net, were also 
higher at 11.6 per cent and 

11.9 per cent, respectively dur- * 
ing 1973-74, compared with 
7.2 per cent and 5.7 per cent, 
respectively, in the previous 
year. 

Despite the marked increase 
in retained profitsfrom Rs 148 
crores to Rs 240 crores in 
1973-74, the growth in internal 
sources fell short of the gross 
assets formation which stood 
at Rs 1265 crores in 1973-74 
compared with Rs 732 crores 
in 1972-73, and the companies 
had to resort to external 
sources, mainly trade credit 
and borrowing from banks, for 
financing slightly less than half 
of the gross assets formation. 
The relative importance of 
internal sources declined 
sharply from 72.3 per cent in 

1972- 73 to 51.1 per cent in 

1973- 74. The share of borro¬ 
wed funds in the total external 
sources increased substan¬ 
tially from 16.4 per cent in 

1972- 73 to 36.0 per cent in 

1973- 74. The ratio of cur¬ 
rent assets to current liabili¬ 
ties remained stationary at 
1.24 while the debt-equity 
ratios declined marginally 
from 35.7 per cent in 1972-73 
to 34.4 per cent in 1973-74. 

Dominant Role 

An analysis of 1650 selec¬ 
ted companies according to the 
size of paid-up capital showed 
the dominant role of the 369 
companies each with a paid- 
up capital of rupees one crorc 
and above. These companies 
accounted for 74.8 per cent of 
the total paid-up capital, 70.2 
per cent of the total net assets, 

65.3 per cent of, sales, 74.0 
per cent of operating profits, 

73.3 per cent of pre-tax 
profits and 69.8 per cent of re¬ 
tained profits of all companies 
studied. Despite a substan¬ 
tial increase in retained pro¬ 
fits, companies in all the lower 
size groups (paid-up capital 
ranges up to Rs I crore) re¬ 
lied mainly on an external 
sources of funds for financing 
assets formation for com¬ 
panies in the paid-up capital 
group 4 Rs I crore—Rs 2 
crores” also , external sources 
were relatively more impor¬ 


tant than internal sources. 
Only the largest companies each 
with paid up capital of Rs 2 
crores and above could depend 
on internal sources for financ¬ 
ing the bulk of assets forma¬ 
tion. 

Increased Losses 

The number of companies 
incurring loss before payment 
of interest charges was slightly 
higher in 1973-74 as compared 
with 1972-73, whereas the 
number of companies incurr¬ 
ing loss after payment of in¬ 
terest charges was lower in 
1973-74 than in 1972-73 . The 
operating profits of 1973-74 
were negative in the case of 
354 companies. With non¬ 
operating surplus wiping out 
the deficit in the case of 38 
of them, there were 316 com¬ 
panies with negative pre-tax 
profits. The number of com¬ 
panies with negative pre-rc- 
tained profits was, however, 
higher at 384, indicating that 
several companies which made 
inadequate profits dipped into 
reserves and distributed divi¬ 
dends before the enactment of 
Companies (Temporary Res¬ 
trictions on Dividends) Act, 
1974. 

The number of companies 
in the three categories, 
viz, with negative operating 
profits, negative pre-tax pro¬ 
fits and negative retained pro¬ 
fits was 388, 365 and 503. res¬ 
pectively in 1972-73. These 
figures indicate that the 
practice of dividend distribu¬ 
tion by drawing in reserves by 
companies making inadequate 
profits was fairly widespread 
prior to the enforcement of 
statutory restrictions in this 
regard . Although the number 
of companies reporting loss 
has generally gone down in 
each category in 1973-74, the 
amount of loss has gone up in 
all the categories except that 
of companies reporting nega¬ 
tive retained profits in whose 
case the loss declined from Rs 
63 crores in 1972-73 to Rs 60 
crores in 1973-74. The loss 
made by companies with gross 
profits/operating profits/pre¬ 
tax profits negative amounted 
to Rs 22.8 crores, Rs 59.0 
crores and Rs 53.6 crores, 
respectively, in 1973-74 as 


against Rs 21.7 crores, Rs 57.2 
crores and Rs 52.9 crores in 

1972- 73. 

The value of production of 
the selected 1650 companies 
recorded in increase of 11.0 
per cent and stood at 9665 
crores in 1973-74 compared 
with Rs 8703 crores in 1972-73. 
A majority of the specified in¬ 
dustries/industry groups con¬ 
tributed to this increase. 
Among the industries/industry 
groups which reported large 
growth in value of pro¬ 
duction were coffee planta¬ 
tions (23.0 per cent), Sugar 
(26.9 percent),cotton textiles 
(16.0 per cent), woollen tex¬ 
tiles (25.9 per cent), breweries 
and distilleries (22.8 per cent), 
engineering (13.3 per cent), 
chemicals (9.1 per cent), 
mineral oils (31.2 per cent), 
electricity generation and 
supply (22.1 per cent), shipp¬ 
ing (29.0 per cent) and hotels 
restaurants and eating houses 
(38.9 per cent). The value of 
production declined during 

1973- 74 in the case of indus¬ 
tries/industry groups, grains 
and pulses (22.4 per cent), 
jute textiles (6.3 percent) and 
aluminium (9.2 per cent). 

Trend In Sales 

The aggregate sales recor¬ 
ded an increase of 8.7 per 
cent and amounted to Rs 
9473 crores in 1973-74 com¬ 
pared with Rs 8714 crores in 
1972-73. The trend in. sales 
during 1973-74 was similar 
to that in the value of pro¬ 
duction in all the specified in¬ 
dustries/industry groups ex¬ 
cept sugar and other non- 
ferrous metals (basic). In 
sugar industry whereas value 
of production increased by 

26.9 per cent, sales declined by 
1.1 per cent, while in the case 
of other non-ferrous metals 
(basic), the value of produc¬ 
tion declined by 1.4 per cent 
where sales recorded an in¬ 
crease of 5.5 per cent. In 
mineral oils, electricity genera¬ 
tion and supply, shipping and 
hotels, restaurants and eating 
houses, the trend in sales 
closely followed that in value 
of production. In. jute tex¬ 
tiles and aluminium the set 
backin value of production was 
reflected in sales, the latter 
declining by 7.8 per cent and 
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11.8 per cent, respectively, 
reversing the trend of the pre¬ 
vious year. In grains and 
pulses the decline of 22.4 per 
cent and 22.9 per cent, res¬ 
pectively, in the value of pro¬ 
duction and sales in 1973-74 
come on top of the decline of 
7.0 per cent and 6 3 per cent, 
respectively, in 1972-73. 

The total expenditure (ex¬ 
cluding interest payments on 
borrowed funds) moved up 
from Rs 8034 crores in 1972- 
73 to Rs 8854 crores in 1973- 
74, with the overall rate of 
growth at 10.2 per cent being 
only slightly lower than that 
in the value of production at 
11.0 per cent. Of the total 
expenditure manufacturing ex¬ 
penses (comprising raw mate¬ 
rials, components, etc, stores 
and spares and power and fuel 
consumed, and other manufac¬ 
turing expenses) accounted for 
67.6 per cent, while remunera¬ 
tion to employees (comprising 
salaries, wages and bonus, 
provident fund and welfare ex¬ 
penses) and remaining expen¬ 
ses accounted for 17.2 per 
cent, and 15.2 per cent, res¬ 
pectively. Compared with 
1972-73, manufacturing ex¬ 
penses increased by 10.1 per 
cent and remuneration to em¬ 
ployees by 13.5 per cent. 

Total Expenditure 

The total expenditure (exclud¬ 
ing interest payments) recorded 
an increase over 1972-73 in the 
case of all the specified in¬ 
dustries/industry groups ex¬ 
cept grains and pulses, jute 
textiles and aluminium in all 
of which both value of pro¬ 
duction and sales had declined 
during 1973-74. In alu¬ 
minium industry as against a 
decline of 9.0 per cent in value 
of production, total expendi¬ 
ture showed a comparatively 
small fall of only 1.2 per cent. 
Among the industries/industry 
groups showing large increases 
in the total expenditure were 
sugar (37.5 per cent), hotels, 
restaurants and eating houses 
(35.9 per cent), woollen tex¬ 
tiles (28.2 percent), electri¬ 
city generation and supply 
(24.9 per cent), breweries and 
distilleries (21.6 per cent), 
shipping (19.8 per cent), en¬ 
gineering (12.9 per cent), 


cotton textiles (11.1 per cent) 
and chemicals (9.4 per cent). 

The rate of increase in total 
expenditure (excluding interest 
payments) more or less mat¬ 
ched that in the value of 
production in mining and 
quarrying, engineering, chemi¬ 
cals, rubber and rubber 
products, paper and paper 
products, construction, trad¬ 
ing and land and estates. In 
the case of other non-ferrous 
metals (basic), total expen¬ 
diture (excluding interest pay¬ 
ments) increased by 2.5 per 
cent although value of pro¬ 
duction declined by 1.4 per 
cent. The growth in expendi¬ 
ture was notably lower than 
that in value of production in 
the case of coffee plantation 
iron and steel and mineral 
oils. On the other hand, sugar, 
woollen textiles, matches and 
cement were among the impor¬ 
tant industries/industry groups 
in which the rate of increase 
in total expenditure was larger 
than that in the value of pro¬ 
duction. 

Small Decline 

For all the 1650 selected 
companies together, barring 
the marginal increase in the 
share of remuneration to em¬ 
ployees (15.4 per cent in 1972- 
73 to 15.8 per cert in 1973- 
74), the relative shares of the 
other components recorded 
small declines over 1972-73. 
The share of manufacturing 
expenses in the total value of 
production declined from 
62.4 per cent in 1972-73 to 
61.9 per cent in 1973-74, and 
that of depreciation and in¬ 
terest from 3.8 per cent and 
3.1 per cent, respectively, in 

1972- 73 to 3.6 per cent and 
3.0 per cent in 1973-74. The 
share of ‘other expenses’ was 
lower at 8.5 per cent in 1973-74 
compared with 8.9 per cent 
in 1972-73. As a result, the 
share of operating profits 
(adjusted for other income like 
interest, dividend, rent etc) in 
the total value of production 
increased from 4.6 per cent in 
1.972-73 to 5.4 per cent in 

1973- 74. 

Among the industries/indus¬ 
try groups, the share of manu¬ 
facturing expenses in value 
of production declined not¬ 


ably in the case of coffee plan¬ 
tations (24.2 per cent in 1972- 
73 to 20.1 per cent in 1973-74)* 
cotton textiles (63.8 per cent 
in 1972-73 to 59.2 per cent in 
1973-74) and mineral oils 
(53.9 per cent in 1972-73 to 
46.3 per cent in 1973-74), 
as against increase recor¬ 
ded in sugar (65.7 per cent in 

1972- 73 to 76.1 per cent in 

1973- 74) woollen textiles (62.9 
per cent in 1972-73 to 66.9 
per cent in 1973-74) and 
electricity generation and sup¬ 
ply (61.8 per cent in 1972-73 
to 66.0 per cent in 1973-74). 

Operating Profits 

The variations in this com¬ 
ponent of expenditure were 
smaller in the case of other in¬ 
dustries/industry groups. The 
share of remuneration to em¬ 
ployees increased in jute tex¬ 
tiles, matches and cement in¬ 
dustries, whereas it declined 
significantly in coffee and rub¬ 
ber plantations. The share 
of operating profits (adjusted 
for other income) showed a 
notable increase in respect of 
coffee plantations (13.6 per 
cent in 1972-73 to 24.1 per cent 
in 1973-74), cotton textiles 
(1.2 per cent in 1972-73 to 
5.7 per cent in 1973-74) silk 
and rayon textiles (11.5 per 
cent in 1972*73 to 15.1 per 
cent in 1973-74), mineral oils 
(5.5 per cent in 1972-73 to 
19.2 per cent in 1973-74) ard 
shipping (4.0 per cent in 1972- 
73 to 10.5 per cent in 1973-74), 
while it dipped sharply in sugar 
(8.7 per cent in 1972-73 to 
2.6 per cent in 1973-74), alu¬ 
minium (11.4 per cent in 

1972- 73 to 3.6 per cent in 

1973- 74), other non-ferrous 
metals (basic) (8.0 per cent in 

1972- 73 to 4.4 per cent in 

1973- 74) and matches (7.9 per 
cent in 1972-73 to 3.6 per 
cent in 1973-74). 

The overall gross profits 
(operating profits plus interest 
payments) recorded a sizeable 
increase from Rs 827 crores 
in 1972-73 to Rs 991 crores in 
1973-74, the rate of growth 
being 19.9 per cent as against 
5.4 per cent in the previous 
year. Interest payments, at 
Rs 287 crores in 1973-74, 
recorded an increase of 5.3 
per cent in 1973-74 compared 
with 5.5 per cent in the pre¬ 


vious year. Operating profits, 
whifch amounted to Rs 705 
crOrcs, registered, fist impres¬ 
sive growth of Rs 150 crores 
or 27.0 per cent, in 1973-74 
compared with a rise of Rs 28 
crores or 5.3 per cent in the 
preceding year. With, non¬ 
operating surplus showing a 
small decline from Rs 28 
crores in 1972-73 * to Rs 25 
crores in the year under re¬ 
view, the improvement in the 
pre-tax profits was Rs 147 
crores. from Rs 583 crores 
in 1972-73. The pre-tax pro¬ 
fits of 1973-74 recorded a 
gain of 25.2 per cent as com¬ 
pared with a rise of 6.8 per 
cent in the previous year. 

Tax provision rose from Rs 
270 crores in 1972-73 to Rs 
338 crores in 1973-74, record¬ 
ing an increase of 25.4 per 
cent as against an 8.9 per 
cent increase in the previous 
year. Despite this substan¬ 
tial increase in tax provision, 
profits after-tax moved up by 
25.0 per cent in 1973-74 and 
amounted to Rs 392 crores, 
while in the previous year pro¬ 
fits after tax had registered a 
gain of 5.1 per cent and stood 
at Rs 314 crores. 

Legal Restraints 

On account of legislative 
restrictions on dividend 
payments, which became 
operative on July 6, 1974 
and made its impact on 
the dividend declaration of 
some companies studied, the 
total amount paid as dividends 
declined by 8.7 per cent from 
Rs 166 crores in 1972-73 to 
Rs 152 crores in the year under 
review; as against this, divi¬ 
dends distributed showed a 
rise of 7.8 per cent in 1972-73 
over the previous year. The 
substantial growth in profits 
after tax coupled with lower 
dividend distribution resulted 
in a steep rise in retained pro¬ 
fits, which stood at Rs 240 
crores during 1973-74 record¬ 
ing a sharp growth of 62.8 
per cent as against the small 
rise (Rs 3 crores or 2.1 per 
cent) in the preceding year. 

The industries/industry 
groups for which after-tax pro¬ 
fits rose substantially in 
1973-74 were tea plantations, 
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edible vegetable and hydro¬ 
genated oils, cotton textiles, 
silk and rayon textiles, wool¬ 
len textiles engineering, mine¬ 
ral oils, ‘pottery, china, ear¬ 
thenware and structural clay 
products* and shipping. Iron 
and steel reported after-tax 
profits of Rs 6.0 crores in 
1973-74 as against an after¬ 
tax loss of Rs 24 lakhs in 
1972-73. The after-tax profits 
declined significantly in the 
case of industries/industry 
groups like sugar, aluminium 
other non-ferrous metals 
(basic ) and printing and pub¬ 
lishing, jute textiles and ce¬ 
ment reported after-tax loss 
ofRs5.8pecroresandRs 2.4 
crores, respectively, in 1973-74 
compared to profits after 
tax of Rs 1.5 per crores and 
Rs 5.2 crores, respectively, in 

1972- 73. 

A marked improvement 
in the quantum of retained 
profits was noticed in 1973-74 
in a majority of specified 
industries/industry groups, 
notable among them being tea 
plantations, edible vegeta¬ 
ble and hydrogenated oils, to¬ 
bacco, cotton textiles, silk 
and rayon textiles, woollen 
textiles, engineering, pottery, 
china, earthenware and 
structural clay products, elec¬ 
tricity generation and sup¬ 
ply and shipping. While the 
performance of cotton textiles 
industry showed an improve¬ 
ment, the jute textiles and 
cement industries continued 
to suffer loss in 1973-74. In 
the case of aluminium, there 
was a loss of Rs 1.8 crores in 

1973- 74 as against retained- 
profits of Rs3.2 crores in 

1972- 73 while iron and steel 
reported retained profits of 
Rs 2.6 crores in 1973-74 com¬ 
pared with a loss of Rs 5.7 
crores in 1972-73. 

Dividends Return 

In amajority of the specified 
industries/industry groups, the 
total amount of dividends de¬ 
clared showed a decline in 

1973- 74 compared with 1972- 
73. Among the industries/ 
industry groups showing sub¬ 
stantial decline in dividend 
distribution were tobacco 
(46.9 per cent), jute textiles 
(62.7 per cent), woollen tex¬ 
tiles (48.8 per cent), iron and 


steel (36.4 per cent) alumi¬ 
nium (29.4 per cent), cement 
(33.3 per cent) and elec¬ 
tricity generation and supply 
(49.0 per cent). On the 
other hand, a sizeable increase 
in the quantum of dividends 
distributed was seen in case 
of cotton textiles (14.5 per 
cent) and shipping (4.9 per 
cent). In the case of indus¬ 
tries/industry groups like tea 
plantation, tobacco, silk, and 
rayon textiles, woollen tex¬ 
tiles, iron and steel, engineer¬ 
ing and mineral oils, a substan¬ 
tial reduction in dividend pay¬ 
ments was noticed in spite of 
a significant rise in affer-tex 
profits. 

Operating Profits 

The number of companies 
reporting operating profits 
before tax provision increased 
from 1262 in 1972-73 to 1296 
in 1973-74. The profit making 
companies accounted for 
about 89 per cent each of the 
value of production and sales 
of the 1650 selected com¬ 
panies studied in the two 
years. The amount of pre¬ 
tax profits of the profit mak¬ 
ing companies which showed 
a steady upward trend from 
Rs 561 crores in 1970-71 to 
Rs 632 crores in 1972-73, fur¬ 
ther shot up significantly by 

23.3 per cent in the year under 
review and amounted to Rs 
779 crores. Tax provision 
increased from Rs 269 crores 
in 1972-73 to Rs 338 crores 
in 1973-74. Despite this in¬ 
crease in tax provision, pro¬ 
fits after lax increased by 
21.6 per cent in 1973-74 and 
amounted to Rs 441 crores. 
The large increase in profits 
after tax, together with the 
reduction in total amount 
paid as dividends by 7.3 per 
cent (from Rs 162 crores in 

1972- 73 to Rs 150 crores in 
the year under review), resul¬ 
ted in 45 per cent increase 
in the earnings ploughed back 
into business. The cash 
flow (i.e. depreciation provi¬ 
sion plus retained profits) 
of profit-making companies 
amounted to Rs 599 crores in 

1973- 74 as against Rs 487 
crores in 1972-73. For all 
selected 1650 companies to¬ 
gether, the cash flow amoun¬ 
ted to Rs 589 crores during 


1973-74 and Rs 477 crores 
during 1973-74. 

The distribution of the 
1650 companies according to 
the rate of dividends dec¬ 
lared on their equity paid-up 
capital indicated that the 
number of companies skipping 
dividend increased from 688 
in 1972-73 to 719 in 1973-74, 
while those declaring dividends 
of less than five per cent and 
those declaring dividends in 
the range of 10-12 per cent 
increased from 66 and 123, 
respectively, in 1972-73 to 110 
ana 203, respectively, in 
1973-74 while the number of 
companies declaring dividends 
in the range of 5-10 per cent 
declined from 348 in 1972-73 
to 301 in 1973-74. The shifts 
in pattern as compared with 
1972-73 reflect the impact of 
the legislative restrictions on 
dividend distribution. In¬ 
dustries/industry group wise, 
the increase in the number 
of companies, passing over 
equity dividend during 1973- 
74 was noticed chiefly in 
tobacco (from nil to 3), jute 
textiles (from 22 to 35) and 
electricity generation and sup¬ 
ply (from 5 to 11). Tax plan¬ 
tations, engineering, chemi¬ 
cals and electricity generation 
and supply accounted to 
about 50 pci cent of the dec¬ 
line in the number of com¬ 
panies (56 out of 108 declar¬ 
ing equity dividend above 12 
per cent). 

Trend Reversed 

The profitability of the selec¬ 
ted 1650 companies, which 
had shown a decline in the 
previous year, reversed its trend 
in 1973-74. While the return 
on total net assets (as mea¬ 
sured by the ratio of gross 
profits to total net assets) 
which had declined to 10.3 
per cent in 1972-73 from 10.4 
per cent in 1971 72, rose to 
11.0 per cent in 1973-74, the 
profit maigin on sales (as 
measured by the ratio of gross 
profits to net sales) and the 
returnon shareholders' equity 
(as measured by the ratio 
of profits aftertax to net worth) 
Which had declined to 9.5 
per cent and 10.3 per cent, 
respectively, in 1972-73 moved 
upto 10.5 per cent and 11.9 


percent, re. c pectively, in 1973- 
74. Industries/industry groups 
showing impiovemenl in all 
the above three profitability 
ratios were tea plantations, 
coffee plantations, edible 
vegetable and hydrogenated 
oils, tobacco, cotton textiles 
silk and rayon textiles, brewe¬ 
ries and distilleries, iron and 
steel, engineering, mineral 
oils, glass and glassware and 
shipping, while those showing 
a marked decline in all the thiee 
ratios were sugar, jute textiles, 
aluminium and cement. 

Equity Earnings 

The overall equity earnings 
(as measured by after-tax pro¬ 
fits less preference dividend as 
percentage of ordinary paid- 
up capital) of the 1650 selec¬ 
ted companies as well as pro¬ 
fit making companies moved 
up and stood at 24.7 per cent 
and 33.0 per pent, respectively, 
in 1973-74 compared to 20.4 
per cent and 28.3 per cent, res¬ 
pectively, in the previous 
year. A majority of the 
specified industries/industry 
groups contributed to the 
overall increase in the equity 
earnings in 1973-74, promi¬ 
nent amoung them beirg edi¬ 
ble vegetable and hydroge¬ 
nated oils (12.7 per cent to 
54.0 percent), cotton textiles 
(20.2 per cent to 5.67 per 
cent), silk and rayon taxtilcs 
(47.9 per cent to 48.3 per 
cent), and shipping (38.1 per 
cent to 49.8 per cent). Iron 
and steel industry which had 
suffered an after tax loss in 
the previous year vastly 
improved its position by re¬ 
cording equity earnings of 7.9 
per cent in 1973-74. 

Among industries/industry 
groups which reported substan¬ 
tial decline in equity earnings 
were sugar (37.5 per cent to 

26.4 per cent), aluminium(20.0 
per cent to 2.2 per cent), other 
non-ferrous metals (basic) 
(32.3 per cent to 23.1 per 
cent), rubber and rubber pro¬ 
ducts (22.7 per cent to 17.6 
per cent) and printing and 
publishing (30.8 per cent to 

14.4 per cent). Jute textiles 
and cement industries suffer¬ 
ed pre-tax losses. Among 
the profit making companies 
of jute textiles industry, how¬ 
ever, there was a substantial 
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rise in the equity earnings. 
Other industries/industry 
groups in which equity earn¬ 
ings rose markedly were edi¬ 
ble vegetable and hydrogena¬ 
ted oils, cotton textiles, silk 
and rayon textiles, woollen 
textiles and iron and steel, 
while those showing a marked 
decline were aluminium, other 
non-ferrous metals (basic), 
cement, rubber and rubber pro¬ 
ducts and printing and pub¬ 
lishing. 

The distribution of the selec¬ 
ted companies according to 
the size of profitability ratios 
showed an increase over 1972- 
73 in the number of companies 
having profitability of 10 per 
cent or more, as measured by 
all the four important ratios, 
viz, gross profits to sales, 
gross profits to total net assets, 
profits after tax to net worth 
and profits-after tax less pre¬ 
ference dividend to ordinary 
paid-up capital. While the in¬ 
crease in the number of com¬ 
panies with profit margin on 
sales of 10 per cent or more 
was 134, in the case of the ratio 
relating to return on total net 
assets and ratios on share¬ 
holders* equity and on equity 
earnings, the increase in the 
number of companies was 95, 
151 and 106 respectively. 

Assets Formation 

The gross assets formation 
of the selected companies, 
which had declined from Rs 
819 crorcs in 1971-72 to Rs 
732 crores in 1972-73, rose to 
Rs 1265 crores in 1973-74. 
The growth in gross fixed 
assets at Rs 526 crores 
constituted 41.6 per cent of 
gross assets formation during 
the year under review. The 
growth in inventories (Rs 
412 crorcs) accounted for 
32.5 per cent and increase in 
loans and advances and other 
debtor ba(ances(Rs 202 crores) 
for 16 per cent of gross assets 
formation. The gross fixed 
assets formation was mostly 
in the shape of plant and 
machinery (Rs 381 crores), 
while raw materials, compo¬ 
nents, etc. (Rs 144 crores) and 
finished goods (Rs 110 crorcs) 
were the main inventory items 
registering substantial growth. 

As noted earlier a lower rate 


of growth i n sales compared 
to value of production was 
reflected in the substantial 
accumulation of inventory in 
the form of finished goods. 
Inventories and loans and ad¬ 
vances and other debtor balan¬ 
ces both of which had dec¬ 
lined from Rs 302 crores and 
Rs 118 crores, respectively, 
in 1971-72 to Rs 150 crores 
and Rs 84 crores in 1972-73 
showed a mark rise to Rs 
412 crores and Rs 202 
crores, respectively in 1973- 
74, cash and bank balan¬ 
ces recorded a steep increase 
from Rs crores in 1972-73 
to Rs 121 crores in 1973-7*. 
Investments declined from Rs 
15 crores in 1972-73 to Rs 9 
crores in 1973-74. 

Lower Rates 

The rates of gross fixed 
assets formation and net fixed 
assets formation at 8.7 per 
cent and 6.9 per cent in 1973- 74 
(8.5 per cent and 5.7 per cent 
in 1972-73) were lower than 
the rates of gross assets for¬ 
mation and net assets for¬ 
mation at 11.6 per cent and 
11.9 per cent in 1973-74 (7. 2 
per cent and 5.7 per cent in 

1972- 73). The high rate of 
inventory accumulation at 
15.3percentin 1973-74, com¬ 
pared to 5.9 per cent in 1972- 
73 resulted in the rates of 
capital formation, gross and 
net, moving up from 7.7 per 
cent and 5.8 per cent in 1972- 
73 to 10.8 per cent and 10.7 
per cent, respectively, in 

1973- 74. 

All the specified industries/ 
industry groups contributed to 
the overall gross assets for¬ 
mation except matches, print¬ 
ing and publishing and land 
and estate wherein the total 
gross assets declined by Rs 64 
lakhs, Rs 17 lakhs and Rs 28 
lakhs, respectively, from the 
previous year's levels, mainly 
due to the reduction in inven¬ 
tories by Rs 1.7 crorcs, Rs 
51 lakhs and Rs 17 lakhs, 
respectively. In the case of 
printing and publishing, apart 
from reduction in inventories 
(Rs 51 lakhs), loans and ad¬ 
vances and other debtor balan¬ 
ces also declined by Rs 64 
lakhs. The rates of both gross 
and net fixed assets formation 
were higher than 10 per cent 


in indastries/industry groups 
tobacco, silk and rayon tex¬ 
tiles, woollen textiles, glass and 
glassware and shipping wh'le 
both the rates were less than 
five per cent in coffee planta¬ 
tions, rubber plantations, 
other non-ferrous metals 
(basic), matches, mineral oils, 
cement and printing and 
publishing. 

Higher Return 

In shipping the rates of gross 
and net fixed assets formation 
at 26.5 per cent and 31.4 
per cent respectively, in 
1973-74 were substantially 
higher than the corresponding 
rates of 1972-73, which stood 
at 15.9 per cent and 17.7 
per cent, respectively. The 
rate of net fixed assets for¬ 
mation in tobacco industry 
was 24.5 per cent in 1973-74 
as against 10.3 per cent in 
1972-73. In printing and 
publishing industry, the gross 
fixed assets formation rate 
declined from 13.7 per cent in 

1972- 73 to 3.0 per cent in 

1973- 74, while as against the 
net fixed assets formation rate 
of 15.7 per cent in 1972-73 
there was net disinvestment of 
fixed assets in 1973-74. There 
was substantial increase in 
the rate of inventory accumu¬ 
lation compared with the pre¬ 
vious year in coffee plantations 
(80.9 per cent), rubber 
plantations (25.3 per cent), 
sugar (28.7 per cent), jute 
textiles (28.8 per cent), woollen 
textiles (52.5 per cent), iron 
and steel (27.4 per cent) and 
shipping (45.6 percent). In 
aluminium, matches, mineral 
oils and printing and publish¬ 
ing, on the other hand, there 
were impressive declines in 
inventories from the levels of 
the previous year. 

The rates of capital forma¬ 
tion, both gross and net, were 
higher than 10 per cent in the 
industries/industry groups co¬ 
ffee plantations, sugar, cotton, 
textiles, jute textiles, silk and 
rayon textiles, woollen tex¬ 
tiles, engineering, glass and 
glassware and shipping. Both 
these rates were less than five 
per cent in edible vegetable 
and hydrogenated oils, alu¬ 
minium, other non-ferrous 
metals (basic,), cement, rub¬ 
ber and rubber products and 


printing and publishing, tn 
matches and mineral oils, 
there was disinvestment in 
physical assets mainly brought 
about by decumulation in in¬ 
ventories. Both gross and 
net capital formation rates 
improved substantially as com¬ 
pared with 1972-73 in coffee 
plantations, sugar and wo- 
len textiles, while both the 
rates declined substantially in 
edible vegetable and hydro¬ 
genated oils, printing and 
publishing and trading. 

Internal sources amounting 
to Rs 647 crores financed 
51.1 per cent of the gross 
assets formation of 1973-74. 
The contribution of these 
sources was lower at Rs 529 
crores in 1972-73. but their 
relative importance was much 
higher at 72.3 per cent, gross 
assets formation in that year 
being substantially lower than 
in 1973-74. Of the internal 
sources of 1973-74, provi¬ 
sions constituted 62.7 per cent 
as against 70.5 per cent in 
the previous year and the share 
of reserves and surplus (in¬ 
cluding capitalised reserves) 
improved from 29.5 per cent 
in 1972-73 to 37.3 per cent 
in 1973-74. Among the indi¬ 
vidual items of internal sour¬ 
ces, depreciation provision (Rs 
310 crorcs) accounting for 
48.0 per cent of the total was 
the most important. 

External Sources 

The contribution from ex¬ 
ternal sources which had dec¬ 
lined from Rs 337 crores in 

1971- 72 to Rs 203 crores in 

1972- 73, increased three-fold 
to Rs 618 crorcs in 1973-74, 
and accounted for 48.9 per 
cent of the total sources. 
Trade dues and other current 
liabilities constituted the 
main external source of funds, 
contributing Rs 386 crores 
(62.5 per cent). There was a 
sharp increase in the contribu¬ 
tion of borrowings from Rs 
33 crorcs (16.4 per cent) in 
1972-73 to Rs 223 crores (36,0 
per cent) in 1973-74. Bank 
borrowings constituted the 
major source of borrowed 
funds, the net increase in 
bank borrowings amounting 
to Rs 156 crores as against, a 
net repayment of Rs 55 crores 
in the previous year. There 
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was hdt repayment of Rs 4 
crores to Industrial Finance 
Corporation and state finan¬ 
cial corporations compared 
to a net repayment of Rs 
0.6 crores in the previous 
year. The net increase in 
share capital and the premium 
thereon contributed Rs 17 
crores (2,«7 per cent) in 1973- 
74, compared with Rs 18 
crores (8.8 p4r cent) in 1972- 
73. For the second success- 
sive year there was net liqui¬ 
dation of miscellaneous non- 
current liabilities, the reduc¬ 
tion being Rs 8 crores in 
1973-74 over and above that 
of Rs U crores in 1972-73. 

In keeping with the overall 
trend for all industries toge¬ 
ther, in a majority of the spe¬ 
cified industries / industry 
groups, the internal sources 
were more important than 
external sources in financing 
assets formation. Coffee 
plantations, sugar, jute textiles 
cement and trading were the 
prominent industries in which 
external sources contributed 
more than 75 per cent of the 
total funds. 

The total net assets/liabi- 
ties of the selected companies 
increased over the year by 
12.2 per cent from Rs 8006 
crores in 1972-73 to Rs 8908 
crores in 1973-74. The rate 
of increase in the previous 
year was only 6.1 per cent. 
On the assets side, all items 
excepting ‘other assets* con¬ 
tributed to this increase, while 
on the liabilities side, the over¬ 
all increase was shared by all 
the iteim barring miscellane¬ 
ous non-current liabilities. 

Pattern of Assets 

The pattern of assets and 
liabilities showed only minor 
variations over the year. The 
net fixed assets and inventories 
together accounted for about 
72 per cent of the total net 
assets. The share of net fixed 
assels declined from 39.4 per 
cent in 1972-73 to 37.7 per 
cent in 1973-74, while that of 
inventories rose from 33.6 
per cent in 1972-73 to 34.6 
per cent in 1973-74. The 
share of cash and bank balan¬ 
ces rose to 4.8 per cent in 
1973-74 compared with 3.8 
per cent during the preceding 
year. The share of * other 


constituent items in the total 
net assets stood more or less 
at the same levels as in the 
previous year. 

On the liabilities side, the 
share of net worth (share capi¬ 
tal plus reserves) declined from 

37.8 per cent in 1972-73 to 

36.8 per cent in 1973-74 while 
the snare of borrowings which 
had declined from 38.4 per 
cent in 1970-71 to 35.9 per cent 
in 1972-73 further moved down 
to 34.5 per cent in 1973-74. 
The downward trend in 
borrowings was matched to 
some extent by an upward 
trend in trade dues and other 
current liabilities, the share of 
which increased from 19.6 
per cent in 1970-71 to 23.3 
per cent in 1973-74. Together 
these two items constituted 
more than 57 per cent of the 
total liabilities throughout 
1970-71 to 1973-74. Although 
borrowings from banks in¬ 
creased substantially from Rs 
1438 crores in 1972-73 to Rs 
1594 crores in 1973-74, the 
share of bank borrowings in 
the total liabilities declined 
from 18.0 per cent in 1972-73 
to 17.7 per cent in 1973-74. 
The share of provisions in¬ 
creased from 3.8 per cent in 
1970-71 to 4.9 per cent in 
1972-73 and further to 5.4 per 
cent in 1973-74. 

Liquidity Position 

The liquidity position of the 
selected companies as mea¬ 
sured by the percentage of 
current assets to total net assets 
improved to 60.6 per cent as 
compared with 58.7 per cent 
in the previous year. The 
industries/industry groups 
which had better liquidity posi¬ 
tion as compared with this 
overall position were, mainly, 
edible vegetable and hydro¬ 
genated oils (73.9 per cent), 
sugar (69.6 per cent) tobacco 
(79.2 per cent), cotton tex¬ 
tiles (66.2 per cent), jute tex¬ 
tiles (71.9 per cent), woollen 
textiles (73.7 per cent), other 
non-ferrous metals (bosic) 
(71.4 per cent), engineering 
(69.8 per cent) and trading 
(89.9 per cent). The indust- 
rics/industry groups in which 
the ratio of current assets to 
total net assets was below the 
overall ratio for all companies 
together were: rubber plan¬ 


tations (33.8 per cent), bre¬ 
weries and distilleries (54.0 
per cent), iron and steel (47.9 
per cent), aluminium (34.9 
per cent), chemicals (53.0 per 
cent), mineral oils (46.7 per 
cent), cement (49.5 per cent), 
paper and paper products 
(43.4 per cent), glass and glass¬ 
ware (53.4 per cent) electri¬ 
city generation and supply 
(28.1 per cent) and shipping 
(29.2 per! cent). Among these, 
in iron and steel, mineral oils, 
cement and electricity genera¬ 
tion and supply, there was 
substantial improvement in 
liquidity position during 1973- 
74 as compared with 1972-73. 
As against this, in shipping 
and glass and glassware, there 
was a minor worsening of 
the liquidity position as com¬ 
pared with the previous year. 

Overall Ratio 

The overall ratio of current 
assets to current liabilities re¬ 
mained stationary at 1.24. 
The ratio was comparatively 
low at 0.78 and 0.88 for ship¬ 
ping and electricity generation 
and supply, respectively, while 
it was between l. 00 and 1.25 
in the case of tea plantations, 
rubber plantations, edible vege¬ 
table and hydrogenated oils, 
sugar, jute textiles, breweries 
and distilleries, iron and steel, 
aluminium, cement, paper and 
paper products, glass and 
glassware, printing and pub¬ 
lishing and trading. The ratio 
was above 1.50 in the case of 
coffee plantations, tobacco, 
silk and rayon textiles, other 
non-ferrous metals (basic) and 
matches. 

The net working capital of 
the 1650 selected companies as 
measured by the excess of cur¬ 
rent assets over current lia¬ 
bilities improved by 16.3 per 
cent(Rs 147 crores) in 1973-74 
as against 8.7 per cent (Rs 72 
crores) in 1972-73. The in¬ 
crease in the net working capi¬ 
tal was contributed mainly 
by cotton textiles (Rs 78 
crores), iron and steel (Rs 16 
crores), engineering (Rs 36 
crores) and chemicals (Rs 23 
crores). Among the indus¬ 
tries/industry groups reporting 
substantial improvement in 
the net working capital com¬ 
pared with 1972-73 were 
rubber plantations (175.0 per 


cent), edible vegetable and 
hydrogenated oils (150.3 per 
cent), cotton textiles (62.5 
per cent), woollen textiles 
(54.8 per cent), iron and steel 
(305.6 per cent), mineral oils 
(50.9 per cent) and printing 
and publishing(86.6 per cent). 
There was decline in net 
working capital in tobacco 
(0.2 per cent), jute textiles 
(92.4 per cent), aluminium 
(39.9 per cent) and cement 
(20.6 per cent); in the latter 
two industries, these declines 
were over and above the dec¬ 
lines recorded in 1972-73. 
For electricity generation and 
supply and shipping, current 
liabilities exceeded current 
assets by Rs 8 crores and Rs 28 
crores, respectively, in 1973- 
74, which was a continuation 
of the trend noticed in 1972-73 
also. 

The declining trend in debt- 
equity ratio witnessed in the 
previous year continued dur¬ 
ing the year under review also. 
The equity (share capital plus 
reserves and surplus) of the 
1650 selected companies in¬ 
creased by 8.9 per cent while 
the outstanding debt rose by 
only 4.7 per cent and as a 
result, debt as percentage of 
equity declined further from 

35.7 in 1972-73 to 34.4 in 
1973-74. Prominent among 
the industries/industry groups 
which showed a decline in this 
ratio were cotton textiles 

60.7 per cent to 51.4 per cent), 
breweries and distilleries 
(11.8 per cent to 6.3 per cent), 
chemicals (40.5 per cent to 
32.1 per cent), printing and 
publishing (28.6 per cent to 
21.6 per cent) and electricity 
generation and supply (57.5 
per cent to 49.6 per cent). 

Decline in Ratio 

The dcclirc in debt-equity 
ratio in chemicals and electri¬ 
city generation and supply 
was continuous and marked, 
with the ratio moving down 
from 56.0 per cent and 74.5 
per cent, respectively, in 1970- 
71, to 32.1 per cent and 49.6 
per cent, respectively, in 
1973-74. Notable among the 
industries/industry * groups in 
which debt as percentage of 
equity went up were woollen 
textiles (23.0 percent to 41.2 
percent), iron and steel (14.9 
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per cent to 25.8 per cent) 
and shipping (113.1 percent 
to 123.8 per cent). 

Fresh capital raised during 
the year (through new issues 
and calls on old issues) was 
lower than in the previous 
year. Of the 1650 companies 
studied, 106 companies raised 
capital amounting to Rs 21 
crores compared to Rs 46 
crores and Rs 51 crores raised 
by 135 and 113 companies in 
1971-72 and 1972-73, res¬ 
pectively. Of the total of Rs 
21 crores raised during 1973-74, 
Rs 14.0 crores were through 
issue of ordinary capital (92 
companies) and Rs 2.8 crores 
through preference capital 
(20 companies), the compar¬ 
able figures for the previous 
year being: ordinary capital 
ofRs 15.1 crores (96 com¬ 
panies) and preference capital 
of Rs 2.6 crores (21 com¬ 
panies). Issue of debentures 
for raising fresh capital drop¬ 
ped during the year to Rs 3.7 
crores (8 companies) compared 
to Rs 33.3 crores (14 com¬ 
panies) in 1972-73. Among 
the industries/industry groups 
which raised capital, mention 
may be made of engineering 
(Rs 7 crores), chemicals (Rs 
2 crores) and paper and paper 
products (Rs 2 crores) which 
among themselves accounted 
for about half the total capi¬ 
tal raised. 

Bonus Shares 

Bonus shares issued during 
1973-74 amounted to Rs 45 
crores (79 companies) as com¬ 
pared to Rs 36 crores (57 
companies) in the previous 
year. Prominent among the 
industries/industry groups is¬ 
suing bonus shares were 
engineering (Rs 15 crores), 
shipping (Rs 9 crores), cotton 
textiles and chemicals (Rs 5 
crores each), rubber and rubber 
products (Rs 3 crores) and 
tea plantations and sugar (Rs 
2 crores each). 

The distribution of the selec¬ 
ted 1650 companies according 
to different size groups as 
measured by the paid-up capi¬ 
tal as at the end of 1973-74 
showed that the 369 companies 
in the top three paid-up capi¬ 
tal ranges (companies with a 
paid-up capital of Rs 1 crore 
or more) constituted 22.4 per 


cent of the total number of 
companies and 74.8 per cent 
of the total paid-up capital of 
all selected companies. These 
companies, recorded a rise of 
9.1 per cent in the value of pro¬ 
duction, 7;5 per cent in sales 
and 18.7 per cent in pre-tax 
profits, the corresponding 
figures for the 1650 selected 
companies being 11.0 per cent, 
8.7 per cent and 25.2 per 
cent, respectively. Among 
lower four size groups, the 
groups “Rs 25 lakhs—Rs 50 
lakhs” recorded the highest 
growth rate in sales (16.7 
per cent) and value of 
production (20.6 per cent) 
while the lowest growth rates 
insales (7.2 per cent) and value 
of production (10.0 per cent) 
were recorded by the group 
“Rs 5 lakhs—Rs 10 lakhs”. 
The profitability ratios indi¬ 
cated that the companies in the 
top three size groups had 
generally better margin on 
sales and return on total net 
assets compared with those in 
the lower size groups. 

Best Performance 

The groups “Rs 25 lakhs— 
Rs 50 lakhs” turned in the best 
performance according to the 
measures of return on share¬ 
holders’ equity and equity 
earnings. With the exception 
of the top group (Rs 5 crores 
and above), in all the groups, 
there was an improvement in 
profitability during 1973-74, 
according to all the four 
indicators of profitability. 

Tax provision absorbed 
about 45 to 55 per cent of the 
pre-tax profits of companies 
in different size groups barr¬ 
ing the group “Rs 25 lakhs— 
Rs 50 lakhs” in which only 
40 per cent of the pre-tax pro¬ 
fits were allocated for the pur¬ 
pose. The proportion of 
pre-tax profits set aside for tax 
provision was relatively higher 
among the lower size groups. 
Considering the profit mak¬ 
ing companies alone, it is seen 
that the proportion of tax pro¬ 
vision to profits before tax 
moved within the narrow range 
of 43 per cent to 46 per cent in 
all the groups except the group 
“Rs 25 lakhs-Rs 50 lakhs” 
in which the corresponding 
proportion was lower. The 
data indicate that the loss 


making companies had depres¬ 
sed. the overall pre-tax promts 
proportionately more among 4 
the lower size groups than 
among the higher size groups. 
The number of loss making 
companies was proportionately 
more in the lower size groups. 

Capital Formation 

The data relating to capital 
formation rates showed that 
inventory accumulation during 
1973-74 was at a faster rate 
among the companies in the 
lower size groups than among 
those of the upper size groups. 
Barring the groups “Rs 25 
lakhs—Rs 50 lakhs” and “Rs 
2 crores—Rs 5 crores”, there 
was a general trend of in¬ 
crease in the net fixed assets 
formation rate with increase 
in size. The net fixed assets for¬ 
mation rate was highest at 8.4 
per cent in the “Rs 25 lakhs— 
Rs 50 lakhs” group while the 
“Rs 2 crores — Rs 5 crores” 
group reported a compara¬ 
tively low rate of 5.1 per cent. 

All the size groups except 
the top two relied mainly on 
external sources of funds for 
financing assets formation. 
These sources contributed 
about 56 per cent of the total 
funds in all size groups in the 
range of “Rs 5 lakhs to Rs 2 
crores” except the group “Rs 
50 lakhs—Rs 1 crore” in which 
their contribution was higher 
at about 65 per cent. The 
lowest group could not 
generate sufficient infernal 
Funds for financing a large part 
of even the comparatively 
low assets formation. 

There were some marked 
inter-sizes group differences 
in the pattern of assets and 
liabilities of companies in 
1973-74. On the assets side, 
net fixed assets constituted the 
most important item at both 
ends of the scale. In the lowest 
size group, the share of the 
item was 36.6 per cent of 
the total* while in the two 
top groups (Rs 2 crores—Rs 5 
crores and Rs 5 crores and 
above), the item accounted 
for 39.2 per cent and 46.2 per 
cent of the total net assets, 
respectively. For the groups 
in between, the most impor¬ 
tant item of assets was inven¬ 
tories followed by net fixed 


assets. The share of the for¬ 
mer in total net assets was 
between 36 per cent and 43 
per centin these groups, while 
that of net fixed assets was 
about 34 per cent in the group 
“Rs 1 crore to Rs 2 .crores” 
and around 29 per cent in the 
other groups. About one- 
sixth of the total net assets of 
the top-most group was held 
in the form of loans and ad¬ 
vances and other debtor balan¬ 
ces, while the share of this 
item in the total net assets of 
the other groups was between 
20 per cent and 25 per cent. 

Net Fixed Assets 

As compared with 1972-73, 
there was a decline in the share 
of net fixed assets, followed by 
increases in the shares of in¬ 
ventories and cash and bank 
balances. These features were 
noticed in all the size groups, 
but the decline in the share 
of net fixed assets was most 
marked in the groups in which 
this item was relatively less 
important than inventories. 

On the liabilities side, 
borrowings constituted the 
most important item in all the 
size groups, the share of the 
item varying between 30 per 
cent and 40 per cent in 1973-74 
in the diffeient size groups 
barring the group ‘Rs 1 crore 
to Rs 2 crores’ in which it was 
slightly over 40 per cent. 
Trade dues and other current 
liabilities accounted for around 
30 per cent of the liabilities in 
the size groups in the range of 
4 R p . 5 lakhs to Rs 1 crore’, 
while in the upper size groups, 
their share was only around 20 
per cent. Paid-up capital and 
reserves were distinctly more 
important constituents of total 
liabilities (32 per cent to 44 
per cent) in these upper size 
groups than in the size groups 
with paid-up capital of upto 
Rs 1 crore (26 per cent to 30 
per cent) except the lowest 
size group ‘Rs5 lakhs io Rs 10 
lakhs’ (33 per cent). Provisions 
accounted for between four per 
cent and six per cent of the 
total liabilities of different 
size groups. Broadly there was 
a decline in the relative impor¬ 
tance of share capital and bor¬ 
rowings as compared with 
1972-73. 
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JANUARY 26, 1976—LEST WE FORGET 


WE, THE PEOPLE OF INDIA, having solemnly 
resolved to constitute India into a SOVEREIGN 
DEMOCRATIC REPUBLIC and to secure to all its 
citizens: 

JUSTICE , social, economic and political; 

LIBERTY of thought, expression, belief, faith 
and worship; 

EQUALITY of status and of opportunity; 
and to promote among them all 

FRATERNITY assuring the dignity of the in¬ 
dividual and the unity of the Nation; 

IN OUR CONSTITUENT ASSEMBLY this 
twenty sixth day of November, 1949, do HEREBY 
ADOPT, ENACT AND GIVE TO OURSELVES 
THIS CONSTITUTION. 



Budgeting for economic revival 


With the indication that the life of the 
present parliament will be extended by 
one year, it is now expected that a regular 
budget for 1976-77 will be formulated by 
the union Finance minister and presented 
to both houses on February 28. But for 
the fact that it happens to be Sunday, 
the budget proposals would have been 
known only on February 29, this being a 
leap year. More than usual interest at¬ 
taches to the forthcoming budget as the 
government will have to decide how it 
will revive the economy with the grant of 
suitable incentives to different industries 
and how at the same time it will mobilise 
resources for implementing the annual 
plan of over Rs. 7,000 crores. On the face 
of it, the Finance minister's task may 
appear difficult and it will not be possible 
to shed revenues or mobilise additional 
resources in the capital budget through 
larger borrowing or foreign aid. 

The recent developments, however, have 
been extremely favourable for the cen¬ 
tral exchequer and for the first time in 
recent years there is the prospect of 
achieving a near overall balanced budget 
contrary to the impression given in some 
quarters that there will be a gaping un¬ 
covered deficit. On the basis of the union 
minister of state for Finance’s obser¬ 
vation in Parliament, the collections from 
direct taxes, even without taking into 
account the windfall receipts from the 
Voluntary Disclosure Scheme, have been 
quite buoyant. In the first eight months 
of the current financial year the additio¬ 
nal receipts were Rs 182.34 crores against 
the budgeted increase of Rs 111 crores 
for a whole year. Since collections through 
direct taxes are usually more brisk in 
the last four months of every year it can 
be safely assumed that the additional 
receipts will be Rs 150 crores over the 
estimates. The benefit accruing under the 
Voluntary Disclosure Scheme will be at 
least Rs 250crores taking the total of extra 
receipts in respect of direct taxes to Rs 
400 crores. The revenue from indirect 


taxes too may be satisfactory, in spite of 
the fact there is likely to be a marginal 
shortfall in the receipt on excise duty. 
However, with imports running at high 
levels, customs revenue may touch a new 
peak and after offsetting the shortfall in 
the excise duty receipts, there may be a 
net advantage of Rs 100 crores. The tax 
revenues may thus exceed the budget 
estimates in the aggregate by Rs 500 
crores. 

In the capital budget too, the ex¬ 
perience is bound to be encouraging. 
The target for net borrowing at Rs 324.88 
crores has already been comfortably 
exceeded by Rs 128.45 crores. There will 
be an unexpected receipt of Rs 50 crores 
as a result of compulsory investment of 
a portion of disclosed income and wealth 
in non-negotiable bonds, it is also 
likely that there will be reissues of 
earlier loans for Rs. 100 crores before 
the close of the financial year in order to 
enable the scheduled commercial banks 
and other institutions to invest their 
resources in fulfilment of statutory and 
other obligations. The small savings cam¬ 
paign is also being intensified while 
utilisation of foreign aid has been taking 
place briskly. It will not be incorrect 
to take credit for Rs. 200 crores as being 
the increase in receipts under these heads 
over the estimates. 

The capital budget will, therefore, be 
providing Rs 478 crores more from various 
sources. Taking the increase in revenues 
on both accounts, the government will 
be having Rs. 1,000 crores more for 
meeting a higher level of Plan and non- 
Plan expenditure. It cannot be expected 
that the over-run in expenditure will be 
fully absorbing additional receipts and 
it will not be possible to reduce the 
overall deficit of Rs 247 crores. It is, of 
course, likely that the government may 
find it again necessary to hold stocks of 
imported fertilisers and foodgrains on its 
own account as imports are coming in on 


a large scale a*nd the Food Corporation 
and other agencies ait already overloaded 
with heavy stocks of procured foodgrqins 
and fertilisers. The increase in deficit on 
this score should be considered notional 
besides being non-inflationary. 

The scope for preventing an enlarge¬ 
ment of the deficit for the current year 
and even a significant reduction in the 
same should be helpful to the Finance 
minister in planning his budget proposals 
for 1976-77 from a position of strength. 
It may, of course, be argued that there 
is a non-recurring clement in receipts 
under the VDS and a good part of the 
tax receipts of Rs 250 crores may not be 
realisable in the next financial year. As 
against this, however, there will be the 
advantage of a larger tax base and netting 
in of a larger number of individual 
assessees which will make for bigger 
assessable incomes. It can also be anti¬ 
cipated that there will be a revival in 
economic activity with appropriate fiscal 
and economic policies and even with the 
existing excise duties it will be possible 
to secure much larger revenues. It can 
be broadly assumed that half the budget 
effort has been already made for the next 
year with a tightening of excise duty 
collections and a better grip over the 
incomes of individuals and corporate 
bodies. 

In the last budget new taxes were 
levied for Rs 258 crores after the massive 
effort of earlier years. As recessionary 
tendencies have emerged latterly on 
account of the imposition of prohibitive 
excise duties on many commodities, the 
government may even have to grant 
concessions which may cost the exchequer 
Rs 100 crore9. But the lower duties will 
have such a stimulating effect that the 
loss will not take place. 

Persistence in levying higher duties 
may accentuate the recessionary trends 
and make difficult economic revival even 
with larger Plan outlay. The Finance 
minister has also to take important deci¬ 
sions regarding the grant of incentives 
for implementing expansion and new 
schemes on the basis of the recommen¬ 
dations of the Marathe Committee* 
There is general expectation that the 
development rebate will be reintroduced 
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in some form and rebates in excise 
duty will be granted for additional pro¬ 
duction or for the output of entirely new 
schemes. A cataloguing of these details 
may give an impression that there is not 
much scope for increasing tax receipts 
with new levies. That is surely the posi¬ 
tion, anfi a pause in respect of fresh 
taxation along with strategic concessions, 
may have a revitalising effect on the 
economy. 

The government, however, may find 
it difficult to resist the temptation to levy 
additional taxes, as such an exercise will 
not possible in 1977 on account of the 
proximity of elections. It is also not 
known how exactly fresh elections will 
be timed as there may be snap decisions 
before the end of this year. In any case 
there will have to be reliance more on 
borrowing and the generation of internal 
resources of public undertakings on a 
larger scale with an increase in the cost 
of services or an elimination of subsidies. 
It will not be difficult for the centre to 
find Rs 500/600 crores for Plan expendi¬ 
ture in the central sector after meeting 
normal increases in non-Plan expendi¬ 
ture. This will be on account of a growth 


in tax and non-tax revenues by even 
Rs 500 crores after granting concessions. 

Net borrowing through open market 
loans and under the small savings cam¬ 
paign and net foreign aid receipts may 
fetch another Rs 500 crores. If there 
happens to be a significant recovery in 
economic activity there may not be a 
dearth of resources as the Railways and 
Post and Telegraph department will be 
earning more. It remains to be seen of 
course whether there will be an attempt 
to charge more for services of these 
departments and eliminate also the sub¬ 
sidies. The state governments, for their 
part, can secure larger amount simply 
by improving the operating efficiency 
of the state electricity boards and 
eliminating the losses suffered by their 
irrigation projects. The central and state 
budgets for 1976-77 have therefore 
more than usual significance and if the 
recent observations of the government 
spokesmen are any guide, a positive 
approach should be adopted forgiving 
the necessary push to the economy and 
derive the maximum benefit out of the 
vastly improved agricultural and power 
situation. 


End of Bretton Woods era 


A new international monetary system 
came into being at Kingston (Jamaica) 
last week when Finance ministers of both 
the rich and poor countries reached 
agreement on the legalisation of the 
present system of floating exchange rates 
and treating the Special Drawing Rights 
(SDRs) as the principal reserve asset. The 
official price of gold was abolished. This 
brought to an end the Bretton Woods 
era of fixed exchange rates with gold at 
a fixed price as the pivot. In fact the 
first serious set-back to this monetary 
system was given by the central banks 
in September 1968 when they refused to 
sell gold to private operators at this 
price. Later on August 15, 1971, the 
former US President, Mr Nixon, gave it a 
final kick by de-linking gold and the 
dollar. Consequently, gold prices soared 
in the world markets and all the major 
currencies “floated” themselves. During 
the last four and a half years, discussions 
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had been held at various levels to chalk 
out a workable arrangement of world 
monetary system. At last it was at 
Kingston that a broad consensus on this 
question emerged. 

Besides opting Tor the legalisation of 
the floating exchange rates system and 
the acceptance of the SDRs as the main 
reserve asset, the Finance ministers also 
agreed to (i) increase contributions of 
individual members to the International 
Monetary Fund (IMF) and give all Fund 
members six months to make their curren¬ 
cies useable in the operations and trans¬ 
actions of the Fund, (ii) start sale by 
public auction of 25 million ounces of 
gold which will be disposed of over a 
four-year period to aid developing coun¬ 
tries, (iii) create a trust fund from the 
profits of the sales of the Fund's gold to 
provide loans on concessionary terms to 
members with per capita incomes in 1973 
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not in excess of $351 (equivalent to 300 
SDRs), and (iv) a temporary increase in 
IMF lending authority of an across-the- 
board 45 per cent in four borrowing 
categories called credit branches, with 
each category setting progressively stricter 
conditions for obtaining funds. 

The spirit of the Rambouillet declara¬ 
tion of November 17, 1975 (participants: 
France, West Germany, Italy, Japan, the 
UK and the USA) prevailed at Kingston 
where it was reiterated that the recovery 
from the severe international recession 
was underway in the industrialised world 
and that the industrialised countries 
which were in strong balance of payments 
position, would maintain economic ex¬ 
pansion in the period ahead while con¬ 
tinuing to combat inflation. Concern 
was also expressed at t he large balance 
of payments deficits of developing coun¬ 
tries in 1975 and it was felt that adequate 
flow of imports by such countries in the 
current year would depend upon the 
availability of credit from the IMF. * 

It was MrM.G. Kaul, the leader of the 
Indian delegation, who put this problem 
in proper perspective by stating that 
“the balance of payments deficits on 
current acount of non-oil exporting deve¬ 
loping countries had increased from 
$27,500 million in 1974 to $35,000 mil¬ 
lion in 1975”. Mr Kaul also said that 
in 1974 and 1975, these countries had 
financed a large part of their deficits by 
short-terms, high-cost borrowings which 
had sapped their capacity to service old 
debts. Against mounting costs of crude 
oil and machinery, the developing coun¬ 
tries had to face a drop in export revenue 
due to the recession in the developed 
countries, falling prices of exports and 
the declining aid in real terms. 

The point which needed to be high¬ 
lighted was the relatively small assistance 
which the non-oil exporting developing 
countries would be able to obtain against 
their growing deficits of balance of 
payments. The decision to increase the 
amount of borrowing by the IMF mem¬ 
bers from the Fund by 45 per cent would 
at best make available $3,500 to the 
developing countries which, however, 
would hardly cover 10 per cent of their 
balance of payments deficits. Hence, 
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the payments position of the developing 
countries would improve marginally. 
Also because of the conditions which 
had been stipulated for making the addi¬ 
tional credit available, the impact would 
be feeble. For instance, one fourth of 
the credit would be sanctioned on easy 
terms, but the balance would be forth¬ 
coming only if a country was able to put 
forward concrete evidence of having 
taken measures to straighten its balance 
of payments position. The absence of an 
agreement on the extension of the Oil 
Facility was another negative factor 
which was likely to increase the financial 
woes of the developing countries. 

Even the special trust fund proposed 
to be set up with the sale proceeds of gold 
by the IMF is not likely to go far in 
assisting the developing countries. But 


limits have been put on the acquisition 
of new stocks of gold so that it does not 
emerge once again as a strong contender 
of the position clearly assigned to the 
SDR. 

Kingston also witnessed the stiff op¬ 
position of the USA to all attempts at 
replenishing the funds of the International 
Development Association (IDA), an affi¬ 
liate of the World Bank which makes 
available ini erest-free loans to the develop¬ 
ing countries including India. There 
was in fact no agreement on the quantum 
of increase to the IDA and the USA 
refused to even consider the plea of the 
developing countries for increase in aid 
“in real terms” so as to counteract the 
impact of inflation. The US delegation 


was unwilling to subscribe to the resolu¬ 
tion asking for increased funds for the 
IDA because of the resistance of the US 
Congress to “large US contributions 
to the Agency”. Reports from Kingston 
also indicated that the US Secretary of 
State, Dr Henry Kissinger, had initiated 
a policy of imposing punitive cuts in aid 
to those countries which had recently 
voted against the USA in the United 
Nations. To Mr Johannes Witteveen, 
the managing director of the IMF, Kings¬ 
ton might have provided “the end of a 
long road of discussions on the Monetary 
Fund” but the devoloping countries 
still faced a hard and uncomfortable 
journey ahead which was likely to be 
made worse by the growing deficits in 
their balance of payments. 


beggars cannot be choosers. Whatever 
little assistance comes their way either 
through the gold trust fund or the 
increase in credit facilities from the IMF 
will be welcome only in so far as it tends 
to lower the burden, however, small it may. 
Ultimately, the developing countries can 
hope to improve their balance of pay¬ 
ments position by realising adequate 
export prices for their primary products 
and through stabilised prices of machi¬ 
nery and industrial products imported 
from the developed countries. In regard 
to both of these, there is little evidence 
of any significant improvement in favour 
of the developing countries. 

While heralding the new monetary 
system, gold-haters led by the USA had 
opined that the yellow metal had been 
once for all dethroned from the position 
of eminence it had enjoyed for centuries 
and that the SDR—paper gold- would 
come to occupy the central position in 
the coming years. The gold-lovers led 
by France had refused to concede that 
gold would in future be treated like any 
other metal. True that the new agreement 
ruled that currency values would no 
longer be stated in terms of gold but no 
bar had been put on gold as a monetary 
asset. At best, the new monetary 
system was a compromise. It was design¬ 
ed to usher in the SDR as the main 
reserve asset. However, the central 
banks will continue to deal in gold though 


Go-slow in jute research? 


The government of India is reported to 
have almost finalised the necessary for¬ 
malities for imposing a cess on the jute 
industry, the proceeds of which are to be 
utilised for (ho promotion of research. 
It is not clear why New Delhi has been 
taking such a long time to complete the 
arrangements for levying this cess. In 
the last five years the union Commerce 
ministry has assured the industry on 
several occasions that it has been pur¬ 
suing this matter in right earnest. In his 
address to the annual meeting of the 
Indian Jute Mills Association (IJMA) 
held in Calcutta on April 13, 1974, Prof 
D.P. Chattopadhyaya had said that “the 
collection of the levy for research and 
development is likely to commence in a 
month or so”. He expressed the hope 
that “full and fruitful use of this fund 
will be made by the industry”. The need 
for intensifying research has assumed 
greater urgency and importance in recent 
months and the government therefore 
should expedite the formalities required 
for imposing the cess* 

The jute industry has been often 
criticized for neglecting research and 
development activities. But, in fact, the 
industry has been strongly urging the 
government to provide it with the neces¬ 
sary funds and other facilities for this 
purpose. The IJMA said in March 1970 


that “our future lies in our laboratories”. 
It pointed out that the jute industry 
spent only about 0.2 per cent of its sales 
on research and development while the 
man-made fibre industry spent four to 
five per cent. The association said that 
“the way we had to switch over to carpet 
backing should serve as an object lesson 
to us and we should, with the aid of 
research and technology, equip ourselves 
to find fresh fields and pastures new for 
jute manufactures. In April 1971 the 
IJMA highlighted the need for large 
financial outlay for the commercial ex¬ 
ploitation of new research findings by 
acquiring the allied technology and the 
installation of the necessary plant and 
machinery but it wondered how to get 
the funds for these purposes when the 
finance was not readily available even for 
the day-to-day running of the mills. The 
IJMA declared that investment in re¬ 
search was “crucial to the industry’s 
future”. 

Despite the paucity of resources and 
various other handicaps, the Indian Jute 
Industry’s Research Association fIJIRA) 
has been doing commendable work on 
various aspects of research. It is there¬ 
fore a pity that the IJIRA is not getting 
adequate support from the government 
and the Planning Commission. The 
annual report of the IJIRA for 1973-74 
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made the following comments which are 
significant '‘It has been said for years 
by all concerned that more fitnds should 
be injected intdR &Defforts for making 
technological innovations. And for years 
nothing has been done. The much 
publicised RAD levy on all jute mills 
is yet to come. The National Committee 
on Science & Technology commissioned 
two sub-groups in 1972 to draft a plan 
for the next five years of R AD. Over 
a year has passed since the plans for 
raw jute and utilisation research were 
submitted. These plans are financially 
modest, calling for an outlay of seven 
crores of rupees on R A D by all the 
jute laboratories in the country, spread 
over five years. Out of this IJIRA was 
to spend four crores of rupees. As a 
percentage of expected turnover of jute 
goods, the plans envisage 0.25 per cent 
investment on R A D by all laboratories 
together and 0.14 per cent by IJIRA. 
The NCST and (o CSIR told the IJIRA 
that these plans were ambitious and 
needed pruning. But it was not indi¬ 
cated to what extent and in which direc¬ 
tions the pruning had to be done. 

These facts clearly indicate that New 
Delhi has been going slow in regard to 
the promotion of research in the jute 
industry. In May 1974, Mr Jagjivan 
Ram, union Minister for Agriculture, 
told the IJMA; ‘T know that the industry 
is passing through a very difficult period. 
It is facing a stiff challenge from synthe¬ 
tic substitutes in the world market and 
its exports have declined during recent 
years. There have been warning signals 
about the development of synthetic 
substitutes, etc., but there has, somehow 
been a certain amount of complacency. 
Instead of gearing itself to meet the 
emerging challenge, the industry seems to 
have confined its production to a very 
limited number of items for which there 
is still a market. Naturally, therefore, 
when substitutes for them have emerged 
and the industry has no other outlet, 
its position has been jeopardised*’. The 
time has now come to take up research 
in all seriousness. The proposed cess 
is expected to yield only about Rs 50 
lakhs per year but it may be necessary 
to make provision for larger funds on a 
regular basis so that long-term program¬ 


mes of research can be undertaken with 
a feeling of confidence regarding the 
availability of funds. It is also impor¬ 
tant to create conditions to enable the 
industry to operate on a profitable basis. 
The fact that the industry continues to 
be handicapped due to the scarcity 
of bank credit reveals that its problems 
are yet to be properly appreciated by the 
government. 

It is estimated that the earnings from 
the export of jute goods in the current 
financial year will be only about Rs 228 
crores compared to Rs 295 crores in 
the preceding year. This decline in 
export earnings is attributed to the severe 
competition from Bangladesh as well as 
from synthetics. The government of 
India therefore should sympathetically 
consider the difficulties faced by the 
industry to improve its competitive capa¬ 
city. Greater attention has to be given 
also to measures necessary to improve the 
production and the productivity of raw 
jute. 

The sharp variations jn the output 
of raw jute have been causing consi¬ 
derable uncertainty and anxiety to 
industry and government. As the 1JMA 
said in April 1974, “although wc have 
increased our jute cultivation within the 


The government of India agreed to participate 
in the forthcoming conference convened by the 
US Administration sometime in the summer of 
this year to examine the proposals for and esta¬ 
blish an International Trade Organisation which 
will regulate the principles of international trade 
in the future. No country is, of course, com¬ 
mitted to the details set out by the experts who 
worked together under the leadership of the 
Department of State, but participation undoubted¬ 
ly means accepting the principles and purposes 
for which the conference is convened. It may 
be recalled that the British Parliament in accept¬ 
ing the Anglo-American Loan Agreement in 
December last also agreod simultaneously in 
principle to US proposals for expansion of world 


country enormously since partition of 
India in 1947, the size of the crop has 
varied widely from year to year between 
as low as 38 lakh bales in one year and 
81 lakh bales in another. The vagaries 
of nature and various other agricultural 
drags have mainly caused such fluctua¬ 
tions! But what is more depressing is the 
down-trend in five-yearly average out¬ 
put. The average annual crop of over 
73 lakh bales during the five years from 
1961-62 to 1965-66 declined to less than 
62 lakh bales in the next five years, and 
the average for the four years ending 
1974-75 is not likely to be higher. The 
prospect for 1975-76 is again reported 
to be dismal”. 

As regard the yield of raw jute, it has 
been proved that with superior seeds and 
better methods of cultivation, it will be 
possible to increase it by 50 per cent in 
jute and 70 per cent in mesta. The 
IJIRA is reported to have achieved en¬ 
couraging results in evolving seeds which 
are resistant to drought, flood, pests 
and diseases and which also need less 
fertilizers. Activities of this kind need 
to be pursued in a systematic manner 
to enable the jute industry to play its 
role effectively as a major earner of 
foreign exchange. 


trade and employment. The resolution which 
Mr Dalton, the British Chancellor of Exchequer, 
moved on December 12 in the House of Com¬ 
mons and which was approved by the House 
contains the followiug : “That this House wcl- 
comei the initiative of the Government of the 
United States in making proposals for an inter¬ 
national trade organization, and approves the 
participation of His Majesty's Government in 
the discussions proposed with a view to arriving 
at an international agreement upon the basis of 
the suggestions put forward; and approve* the 
proposals for setting up an international mone¬ 
tary fund and an international bank for recon¬ 
struction and development as set out in Comd. 
6546 of 1944.” 
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ihri's Corridors 


R. C. Ummat 


Kingston decisions • Food buffer stock • 
Rationalisation of direct taxes • Helping 
exports • Malanjkhand copper 


Even though the discontinuation of the 
oil facility of the Internationa] Monetary 
Fund (IMF) this Year has not been to the 
liking of the developing nations, they are 
understood to have not pressed for its 
extension at the recent meeting of the 
Interim Committee of the Board of 
Governors of the Fund at Kingston 
(Jamaica) because they found that most 
of the developed countries were strongly 
opposed to it and there was no hope of 
their resiling from this position. The de¬ 
veloping countries, particularly the non¬ 
oil exporting ones, of course, are not yet 
fully clear how far the alternative ar¬ 
rangements hammered out at Kingston 
would alleviate the distress caused to 
them by the growing imbalances in their 
balance of payments as a result of the 
last two years 9 international economic 
developments and the sharp deteriora¬ 
tion in their terms of trade since the 
iecond half of 1974. The new mechanism 
has several pluses and minuses, the net 
result of which can be known only in 
course of time. 

Some satisfaction, of course, is being 
expressed over the 45 per cent increase in 
the first tranche of the IMF accommoda¬ 
tion which can be drawn upon by the 
member-countries without subjecting 
their economic policies and situations to 
ei review by the IMF. So far as India is 
:oncerned, this will enable grant of fur¬ 
ther accommodation by the IMF to the 
une of nearly SDRs 106 million, besides 
he second tranche which can be drawn 
upon after IMF's review of our policies 
and situation. 

scheme wall received 

The liberalisation of the compensa¬ 
tory financing scheme too has been well 
received, but it is difficult to quantify 
iow much countries like ours would 
gain from it as it is very difficult to as¬ 
sess the export shortfalls in the next two 
/ears. The working out of the amount 
available under this scheme to the deve¬ 
loping countries having serious balance 
rf payments difficulties, it is pointed out, 
also is a very complicated affair. 

The third < important element of the 


new package of assistance to the develop¬ 
ing countries under the aegis of the IMF 
—the creation of a trust fund out of the 
profits from the sale of one-sixth of IMF 
holdings of gold and some voluntary con¬ 
tributions by individual countries—it is 
felt, will take time to be fully in opera¬ 
tion. Not only the sales of gold are to 
be spread over a period of four years but 
also the criteria for the allocation of 
loans out of the proposed trust fund have 
yet to be laid down. It is, of course, ex¬ 
pected that resources to the tune of about 
SDRs 500 million would be available in 
1976 from this source to the countries 
having per capita income not in excess 
of SDRs 300 in 1973. 

Some funds might also be available to 
us and other similarly placed developing 
countries out of the balance of nearly 
SDRs 600 million still lying unallocated 
out of the 1975 oil facility. 

a pious hops 

Addressing newsmen here last week, 
the economic affairs secretary, Mr M.G. 
Kaul, who attended the meetings of the 
Interim Committee of the IMF and the 
Development Committee of the World 
Bank at Kingston, however, could only 
express the hope that the credits from the 
various sources under the re-designed 
IMF package would “add up to a size 
which a counfry like India can utilise". 
He, of course, was hesitant to hazard a 
guess whether the re-designed package 
would be sufficient to meet the growing 
gap in our balance of payments. 

Mr Kaul observed that an attempt 
was made at Kingston to re-structure the 
world monetary system, but total restruc¬ 
turing could not be achieved. While the 
important decision to abolish the official 
price of gold was taken, no final decision, 
he pointed out, could be taken on ex¬ 
change rates. Floating of currencies 
and the par values system, he said, would 
function simultaneously for the time 
being. The developing countries, he 
further stated, were not able to get ac¬ 
cepted their demand for linking of deve¬ 


lopment assistance with the issuing of 
SDRs. The issuance of further SDRs had 
also been held up. 

As regards the aid available from the 
World Bank, Mr Kaul revealed that not 
much progress had been made in regard 
to the fifth replenishment of the funds 
of the International Development As¬ 
sociation, although some progress was 
registered in respect of the third window 
loans which are to be made available to 
the developing countries on terms and 
conditions mid-way between those govern¬ 
ing the loans of the World Bank and the 
IDA. The contributions already receiv¬ 
ed and those expected for disbursement 
through the third window, he said, ag¬ 
gregated to $600 million. Mr Kaul 
hoped that the decision on fifth replenish¬ 
ment of the IDA funds would be taken 
well in time to keep up the tempo of 
loans from this soft-lending institution 
after 1977 for which the fifth replenish¬ 
ment was necessary. 


The revelation of the union minister 
for Agriculture and Irrigation, Mr 
Jagjivan Ram, in Madras last week that 
the government was working for building 
up a buffer stock of 10 million tonnes 
of foodgrains has not come as a surprise. 
An indication of this had been available 
in the continuation of sizeable imports 
this year despite the encouraging last 
rabi and kharif crops. 

With the current agricultural year's 
output expected to be in the neighbour¬ 
hood of 114 million tonnes—though 
even a higher figure has been mentioned 
in the recent months—the procurement 
of kharif grains, particularly rice, pro¬ 
ceeding well—already rice procurement, 
including the stocks available with the 
millers undei the levy system is stated to 
have exceeded three million tonnes—and 
the offtake from the fair-price shops 
having gone down significantly, it should, 
indeed, be possible to build up a part of 
the envisaged buffer from internal sour¬ 
ces. But primarily it will have to be 
created from imports. 

Quite sizeable imports of foodgrains 
are understood to have been effected this 
year, although the government has pre¬ 
ferred to keep the figure a closely guard¬ 
ed secret. An indication of this is avail¬ 
able from two facts—the huge deficit'in 
our balance of trade in the seven months 
to October and the complaints from 
rice millers in various parts of the coun¬ 
try that the levy rice is not being picked 
up from them expeditiously. The trade 
deficit during April-October this year is 
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stated to have been as high as Rs 936 
crores, as against Rs 1,164 crores during 
the whole of 1974-75. This cannot wholly 
be explained by the increase in the oil- 
import bill and the liberalisation in other 
imports effected in April last, especially 
when note is taken of the fafct that imports 
of such items as fertilizers, steel and non- 
ferrous metals have been scaled down 
considerably as a result of improved 
supply from the domestic sources. 

The tight credit policy as well as trans¬ 
port inadequacies, similarly, cannot be 
said to be the factors hindering lifting 
of the levy stocks from the rice millers. 
The government is on record for making 
available the funds required for procure¬ 
ment.' The railways claim that they have 
surplus capacity to move goods traffic. 

presumptuous assertion 

It will, however, be presumptuous to 
assume that the target of building up 10 
million tonnes buffer stock would be ac¬ 
hieved by next year. This year nearly 
five million tonnes might accrue to this 
stock. The addition of a similar quanti¬ 
ty to the stock next year will necessitate 
continuance of sizeable imports next 
year also. It remains to be seen whether 
it would be possible to do so in view of 
the rapidly growing deficit in our balance 
of payments. 

Mr Jagjivan Ram further disclosed 
that an experts committee was presently 
going into the complex problem of financ¬ 
ing the buffer stock. The other related 
matters*—creation of edequatc storage 
facilities, etc.—were also being looked 
into. 

The minister for Agriculture and 
Irrigation ruled out an increase in the 
price of levy sugar, even though, accord¬ 
ing to industry sources, the present levy 
price involves a loss of Rs 50 per quintal 
to the manufacturers. The main reason 
for not raising this price is the govern¬ 
ment’s anxiety to keep the inflationary 
tendencies in check. 

m « 

The minister for Revenue and Banking, 
Mr P.K. Mukherjee, has hinted in the 
Lok Sabha this week that direct taxes 
might be rationalised further in the next 
budget with a view to reducing the scope 
for tax evasion. The Finance ministry, 
he said, was engaged in an exercise in 
this regard. 

Mr Mukherjee assured that the drive 
against all economic offences was being 
pursued relentlessly. He denied the 
charge of some opposition members that 
in bringing forth the voluntary incomes 


and wealth disclosure scheme, the govern¬ 
ment had given “special treatment*’ to 
tax evaders. There was no question of 
any surrender or compromise; the above 
scheme, he stressed, should not be mis¬ 
taken as weakening of the determination 
of the government to fight tax evasion and 
other economic offences. 

Strongly defending the scheme, Mr 
Mukherjee pointed out that while 2,000 
income-tax raids in 1974-75 had unear¬ 
thed Rs 17 crores in black money, nearly 
2,53,000 assessees had availed of the sche¬ 
me leading to disclosure of Rs 1,500 cro¬ 
res, including Rs 800 crores in hidden 
wealth. The government would gain Rs 
248 crores, of which more than Rs 151 
crores had already been collected. 

A little over 4,000 disclosures, Mr 
Mukherjee added, related to people whose 
books of account had been seized under 
raids by the income-tax authorities. He 
also indicated that bulk of disclosures 
were by professionals like lawyers and 
engineers. 

The tax collections under the scheme, 
Mr Mukherjee further stated, would be 
shared with the state governments as they 
would form a part of the divisible pool. 

The export-import policy for the next 
financial year may also be marked by 
further liberalisation of licensing proce¬ 
dures. An indication to this effect has 
been given this week by the Commerce 
Secretary, Mr S. G. Bose-Mullick. 
The thrust of the policy is likely to 
be to increase industrial production and 
make exports more attractive and imports 
more restrictive. 

The government, Mr Bose-Mullick 
further disclosed, has accepted the recom¬ 
mendations of the committee headed 
by the Chief Controller of Imports and 
Exports regarding simplification of export 
documents. Not only the forms to be 
filled in by exporters are proposed to re¬ 
duced substantially with effect from April 


1, but they are also envisaged to be simpli¬ 
fied a great deal. 

‘. m * m ' ' ■ 1 . "S 

The deputy minister for Steel and, 
Mines, Mr Sukhdev Prasad, revealedin\ 
the Rajya Sabha last week that it was 
proposed to develop open-pit mining 
operations in the Malanjkhand area to 
yield two million tonnes of copper ore 
per annum. A detailed project report in 
this connection had been received by the 
government. It was being examined with 
a view to investment decisions. 

Mr Sukhdev Prasad also disclosed 
that as a result of the encouraging in¬ 
crease in the domestic output of alumi¬ 
nium in the last five months, orders for 
the import of the metal that had been 
approved earlier had been cancelled. The 
production of aluminium in 1975 aggre¬ 
gated to 167,500 tonnes. Nearly 4,305 
tonnes of metal had been imported up to 
September last;. All the current require¬ 
ments were now being met from indi¬ 
genous sources. 

Regarding steel manufacture, the de¬ 
puty minister for Steel and Mines ob¬ 
served that a number of research and 
development schemes had been drawn up 
involving technical improvements parti¬ 
cularly in regard to the use of coking 
coal, beneficiation and preparation of 
raw materials, improvement in the lining 
life of LD convertors, raising of yields, 
etc. These were being implemented. 

As a result of these schemes and such 
other factors as improved maintenance 
of plants, greater discipline among 
workers, etc., it was expected that TISCO 
would increase this year its ingot capa¬ 
city utilization to 97 per cent and Bhilai 
to 91.6 per cent. In terms of saleable 
steel, the overall capacity utilisation at 
the five integrated plants at Bhilai, 
Durgapur, Rourkela, Jamshedpur and 
Burnpur, was likely to go up to 81 per 
cent, from 72,8 per cent last year. Further 
gradual improvement is expected in the 
next and subsequent years. 
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POINT OF VIEW 


Tax potential of farm sector 

Dr. P. K. Bhargava & G. S. Srivastava 


Agricultural sector (henceforth called 
A sector) in India is grossly undertaxed. 
This conclusion was arrived at by the 
present writers in an earlier study 1 . We 
had also pointed out that substantial 
resources can be raised from this sector 
for rapid economic development. How¬ 
ever, the actual amount of resources that 
can be raised from the sector requires 
Jhe measurement of tax potential of this 
sector. It may be cautioned here that wc 
are using the term ‘tax potential' and not 
the taxable capacity because the latter 
is quite confusing and highly controver¬ 
sial*. Dalton has ridiculed it and he 
goes to the extent of saying that “in 
the interests of clear thinking, it should 
be well that the phrase ‘taxable 
capacity’ should be banished from all 
serious discussions of public Finance*’*. 
For the purpose of this study we shall 
define tax potential as the excess of 
actual income of the A sector over (sub¬ 
sistence) required income. 

difficult measurement 

The data for agricultural income for 
different years has been collected from 
the various issues of the annual publica¬ 
tion‘Report on Currency and Finance,’ 
of the Reserve Bank of India. Agricul¬ 
tural income includes income from agri¬ 
culture, animal husbandry and ancillary 
activities and excludes income from 
forestry, logging and fishing. It may, 
however, be emphasised here that in the 


study these factors extensively and ex¬ 
haustively. We have, therefore based 
our analysis on the estimates of subsis¬ 
tence requirements made by the Reserve 
Bank of India in its study entitled 'Sub¬ 
sistence sector in Indian Agriculture’ 4 . 

This study provides a subsistence norm 
for the agriculturists on the basis of the 
nutritional subsistence level by taking 
into account the foodgrains required to 
maintain an average family. The study 
considers 18 ozs of foodgrain(15 ozs of 
cereals and 3 ozs of pulses) per adult per 
day as nutritionally adequate. The study 
points out that if the average size of the 
cultivator’s family is taken to be equi¬ 
valent to four adult units (a family is 
taken to be an average size of five per¬ 
sons which is equivalent to four adult 
units) the requirements of foodgrains 
per family per annum work out to be 
1643 lbs. The study also suggests that 
an allowance of 12.5 per cent of produc¬ 
tion should generally be made for feed, 
seed and wastage. In addition, we 
think that an allowance for other food 
items (such as milk and milkfood, ghee, 
oils, meat, sugar, salt and tobacco) and 
non-food items (such as fuel and light, 
cotton clothing, education, medicine, 
footwear, ornaments, rail and bus, cere¬ 
monials and taxes and cess) should also 
be made. The National Sample Survey 
thirteenth round (September 1957—May 
1958)* shows that households incur 10 


per cent of their total expenditure on 
other food items and 17.5 per cent on 
non-food items. Accordingly, the sub¬ 
sistence requirements have been enhanced 
by these percentages. 

Taking all the above factors into 
consideration the total subsistence re¬ 
quirements for a cultivator’s family work 
out to be approximately 2300 lbs. or 
10.36 quintals of foodgrains for a year. 
To arrive at the‘tax potential’ of the 
A sector we have to convert these sub¬ 
sistence requirements into monetary 
terms. Accordingly, we'havc arrived at 
the subsistence income requirements of a 
cultivator’s family by valuing the subsis¬ 
tence requirements at the prevailing 
prices of foodgrains as shown in Table 
I. The level of subsistence income 
differs in different years due to changes 
in price of foodgrains. Throughout the 
period of our study we have assumed 
that the consumption pattern of the 
cultivators has remained unchanged 
and that the percentage of the rural 
household expenditure on food and non¬ 
food items holds good for a'l classes of 
cultivator families. 

Table I shows that the subsistence 
income requirements of a cultivator’s 
family in 1951-52 was Rs 364.67 which 
increased to Rs 394.72 in 1961-62 and 
further to Rs 804.97 in 1970-71. The 
per capita subsistence income require- 


absence of relevant data regarding the 
distribution of wealth and income in the 
A sector and the income of the agricul¬ 
turists from other sources like wage 
earnings, interest earned from lending 
business and earning from investment 
in the non-agricultural sector etc., it is 
difficult to measure ‘tax potential’ of 
the A sector correctly. Thus the estimates 
which we shall present are based on 
certain assumptions and are broad ap¬ 
proximations. 

The measurement of required income 
or the subsistence requirements of the 
A sector is a difficult problem as it will 
differ from region to region depending 
upon climatic condition, biological needs, 
consumption pattern, social status of the 
consumers, etc. It is also difficult to 


Table i 

Subsistence Income Requirement Per Family Per Capita 


(Rupees) 


Year 

Subsistence income require¬ 
ment of a family 

Subsistence income require¬ 
ment per capita 

1951-52 

364.67 

91.17 

1956-57 

336.70 

84.18 

1961-62 

394.72 

98.68 

1966-67 

675.49 

168.87 

1970-71 

804.97 

201.24 “ 


Note: The subsistence income requirement of a family has been divided by four (as 
the average size of a cultivator's family is taken to be four adult units in the 
study of the Reserve Bank of India) to arrive at the per capita subsistence income 
requirement. 
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ment also increased from Rs 91.17 to Rs 
98.68 and further to Rs 201.24 respec¬ 
tively during the same years. For the 
purpose of our study we are interested 
to know the subsistence income. require¬ 
ments for the A sector as a whole which 
wc have obtained by multiplying the per 
capita subsistence income requirement by 
the population of A sector. The relevent 
data has been shown in Table 11. Table II 
also showsMax potential* of the A sector 
in different years. The table shows that 
in 1951-52 the agricultural income 
over required income was Rs 4278,33 
crores. The tax potential of the A 
sector, in 1961-62 increased to Rs 5797.3 
crores or by 35 per cent. It further 
increased to Rs 13395.5 crores in 1970-71 
or by 131. per cent as compared to 
1961-62. It may be noted here that 
the required income for the A sector 
throughout the period has increased 
and owing to substantial increase in 
agricultural income, the tax potential has 
also continued to increase. 

continuous increase 

The‘tax potential’ of the A sector 
has continued to increase throughout 
the period as explained above. However, 
it would be worthwhile to examine the 
Max potential’ of different groups of 
agricultural households. To find out 
the Max potential’ of different groups of 
agricultural households, we have assumed 
that the relative contribution of each 
size group in total output is proportional 
to the area operated by the correspond¬ 
ing group.* It is dear from Tabic III 
that the farmers whose landholdings 
are below five acres account for nearly 
74 per cent of the total households and 
contribute about 19.7 per cent in the 
total agricultural income (or output). 
Farmers whose landholdings arc between 
5 to 10 acres form nearly 13.8 per cent 
of the cultivator households and contri¬ 
bute 20 per cent of the total agricultural 
income. The contribution of farmers 
whose holdings are between 10 to 25 
acres is between 30.3 per cent of the 
agricultural income and account for 9.4 per 
cent of the total agricultural households. 
Farmers whose holdings arc above 25 
acres (contributing 31 per cent in the 
total agricultural income) form three per 
cent of the total agricultural households. 
Through this procedure the figures for 
agricultural income for different size 
group of landholdings so obtained arc 
shown in Table IV. From these data 
the required income is subslracted to 
arrive at the Max potential’ for each 
group. 

Table IV shows that in 1951-52 the 
Max potential* of landholders below 5 
acres was Rs 487.58 crores which incrcas- 


edto Rs 616.63 crores in 1961-62 and 
further to Rs 1820.35 crores in 1970-71, 
During the same years the ‘tax potential* 
of the landlords between 5 to 10 acres 
increased from Rs 910.55 crores to Rs 
1219.76 crores and further to Rs 2773.70 
crores, respectively. As compared to 
these two size groups, the Max potential’ 
of landholders between 10 to 25 acres 
and above 25 acres is relatively much 
greater. The Max potential’ in the size 
group of 10 to 25 acres in 1951-52 was 


Rs 1426J54 crores which increased to 
Rs 1959.69 brores in 1961*62 and further 
to Rs 4374.79 crores in 1970*71. Simi¬ 
larly the Max potential’ of landholders 
above 25 acres was R$ 1502.56 crores 
in 1951-52 which increased to Rs 1969*31 
crores in 1961-62 and further to'Rs 4565.27 
crores in 1970-71. From these data it is 
clear that the Max potential” of land¬ 
holders above 10 acres is relatively 
greater who account for nearly 13 per 
cent of the total agricultural households 


Table II 

Tax Potential of the Agricultural Sector 


(Crores of rupees) 


Year 


Agricultural income 

Required income 

Tax potential 2—3 

1 


Y 

3 

4 


1951-52 4910 631.67 4278.33 


1956-57 

5380 

725.1 

4554.9 

1961-62 

6769 

971.3 

5797.3 

1966-67 

11491* 

1482.4 

10008.5 

1970-71 

14905** 

1509.5 

13395.5 


*Provisional 
♦♦Relates to 1969-70. 


Table HI 

Distribution of Area Operated and the Households by Size Classes 


Size of holdings 

Total area ope¬ 
rated 

Area Per- 
(lakh centage 
acres) 

No. of house¬ 
holds 

Total Per- 

No. (in centage 
*000) 

1 . 

Below 2.5 acres 

216 

6.67 

41524 

57.6 

2. 

Over 2.5 but not exceeding 5 acres 

391 

12.08 

11606 

16.1 

3. 

Over 5 but not exceeding 7.5 acres 

352 

10.87 

6488 

9.0 

4. 

Over 7.5 but not exceeding 10 acres 

294 

9.08 

3466 

4.8 

5. 

Over 10 but not exceeding 15 acres 

446 

13.77 

3911 

5.4 

6. 

Over 15 but not exceeding 20 acres 

304 

9.39 

1826 

2.5 

7. 

Over 20 but not exceeding 25 acres 

232 

7.17 

1088 

1.5 

8. 

Over 25 acres 

1003 

30.97 

2143 

3.0 


Total 

3238 

100.00 

72052 

100.00 


Note: 1. Area operated represents all lands used wholly or partly for agricultural 
production and operated by the persons alone or with the assistance of 
others, without regard to title, size or location. 

2. A household is a group of persons who usually live together and take their 
meals from a common kitchen. 
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and Own nearly 61 per neat of the total 
area operated. 

The per capita 'tax potential’ in 
different size groups of landholdings is 
shown in Table V. The table shows that 
in 1951-52 the per capita tax potential 
of farmers below 5 acres was Rs 92.73 
while fop formers whose holdings were 
between 5 to 10 acres the per capita 'tax 
potential* was Rs 1161.73. On the other 
hand the per capita 'tax potential’ of 
fanners with holdings between 10 to 25 
acres was Rs 2130.83 and was substan¬ 


tially higher at Rs 7026.23 for farmers 
whose holdings were above 25 acres. The 
same position has continued in subse¬ 
quent years also. For instance in 1961-62 
the 'tax potential’ of landholders below 
5 acres, was Rs 84.82 and was Rs 
898.2 for landholders between 5 to 10 
acres. During the same year the ‘tax 

S tential’ of landholders between 10 to 
aetes was Rs 2U7.92 and for land¬ 
holders above 25 acres it amounted to 
Rs 7007.12. In 1970-71 also the ‘tax 

S tential'of landholders between 10 to 
acres and above 25 acres was consi¬ 


derably higher as compared to the tax 
potential* of landholders below 10 acres. 
These data clearly demonstrate that 
relatively more additional resources 
should be mobilised from landholders 
whose holdings are above 10 acres. 

On the basis of the above study, we 
can draw certain conclusions: 

1. During the period 1951-52 to 
1970-71, the 'tax potential’ of the sector 
has almost trebled. This indicates the 
increasing prosperity of the A sector and 


Table IV 

Tax Potential of the Agricultural Sector by Size Group of Land Holdings 


(Crores of rupees) 


Years 


Agricultural income 



Required 

subsistence income 


Below 5 
acres 

Between 

5 to 10 
acres 

Between 
10 to 25 
acres 

Above 25 
acres 

Total 

Below 5 
acres 

Between 

5 to 10 
acres 

Between 
10 to 25 
acres 

Above 25 
acres 

Total 

1951-52 

967.27 

982.00 

1487.73 

1522.0 

4910.0 

479.69 

71.45 

61.09 

19.44 

631.67 

1956-57 

1059.86 

1076.00 

1630.14 

1667.8 

5380.0 

535.11 

100.96 

68.26 

21.67 

725.10 

1961-62 

1333.49 

1353.80 

2051.00 

2098.40 

6769.0 

716.86 

134.00 

91.31 

29.09 

971.30 

1966-67 

2263.73 

2298.20 

3481.77 

3562.20 

11491.0 

1093.02 

204.57 

139.34 

45.47 

1402.11 

1970-71 

2936.29 

2981.00 

4515.22 

4610.55 

14905.0 

1115.94 

208.30 

140.43 

45.28 

1509.50 










—Continued below 

Year 


Tax potential by size group of land holdings 






Below 5 acres Between 5 to 10 acres Between 10 to 25 acres 

Above 25 acres 

Total 

1951-52 

487.58 

910.55 

1426.64 

1502.56 

4278.33 

1956-57 

524.75 

975.94 

1561.88 

5358.33 

4554.90 

1961-62 

616.63 

1219.76 

1959.69 

1969.41 

5797.30 

1966-67 

1170.71 

2083.63 

3342.43 

3516.73 

10008.50 

1970-71 

1820.35 

2773.70 

4374.79 

4565.27 

13395.50 




Table V 

a 

Tax Potential Per Capita by Size Group of Land Holdings 



(Rupees) 

Year 


Per capita income 


Subsistence income 


Tax potential 


Below 5 
acres 

Between 

5 to 10 
acres 

Between 
10 to 25 
acres 

Above 25 
acres 

Family 

Per capita 

Below 5 
acres 

Between 

5 to 10 
acres 

Between 
10 to 25 
acres 

Above 25 
acres 

1951-52 

183.90 

1252.90 

2220.00 

7117.40 

364.67 

91.17 

92.73 

1161.73 

2130.83 

7026.23 

1956-57 

166.70 

905.20 

2013.30 

6450.30 

336.70 

84.18 

82.62 

821.02 

1929.12 

6366.12 

1961-62 

183.50 

996.90 

2216.60 

7105.80 

394.72 

98.68 

84.82 

898.22 

2117.92 

7007.12 

1966-67 

394.40 

1897.80 

4219.30 

13526.20 

675.49 

168.87 

125.53 

1728.93 

4050.43 

13357.33 

1970-71 

530.40 

2880.00 

6539.30 

20489.90 

804.97 

201.24 

329.16 

2678.76 

6338.66 

20288.66 
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suggests that resources should be mobi¬ 
lised from the A sector for its own 
development as also for the rapid eco¬ 
nomic development of the country. 

2. Throughout the period the 'tax 
potential* of the farmers whose holdings 
are between 10 to 25 acres and above 25 
acres has been relatively greater. Farmers 
above 10 acres form nearly 13 per cent 
of the total agricultural households and 
contribute about 61 per cent of the total 
agricultural income. Thus it should be 
possible to raise substantial additional 
resources from these farmers without 
causing any injury to the majority of 
agricultural population. 


iMmmii 

1. P.K. Bhargava and O.S. Srlvastava; Tu 
Bftnfen on Indian Agriculture; Bulletin for Inter¬ 
national Fiscal Documentation ; February, 1974; 
(ftp. 54-66) and Match 1974 (pp. 93-107). 

2. The term taxable capacity involves not 
only a definitional bnt also social, economic and 
political problems such as the type of govern¬ 
ment, governments* taxation and expenditure 
policy, level and distribution of wealth and income 
in the society, attitude of the people towards 
saving and investment, etc. It is not only diffi¬ 
cult but almost impossible to control these 
variables and measure the taxable capacity. 

3. Huge Dalton: Principles of Public Finance; 


^w Ypdt; fied Erick A PtWgcr lpc. i953j|;p. 

4. Subsistence Sector in Indian Afriteuhwe; 
Reserve Bank of India Bulletin ; September 1963, 
P 1144. 

5. The National Sample Survey. Thirteenth 
Round, (September 1957—May 1938), Report 
No. 71. 

6. This assumption which fis tantamount to 
assuming uniformity In land productivity through¬ 
out the country is hardly plausible. Hpwcvcr* the 
exercise is sufficiently rewarding to illustrate the 
point. 

7. The required income for different aim 
groups of landholdings has been obtained by 
multiplying the cultivators' population In each 
size group (as shown in Table VI ) by per capita 
subsistence requirement. 

VII 


3. Throughout the period, the per 
capita 'tax potential* has also been rela¬ 
tively higher for farmers whose holdings 
are between 10 to 25 acres and 
above 25 acres as compared to 
farmers whose holdings are below 10 
acres. 

For instance in 1951-52 the per 
capita 'tax potential* of landholders 
between 10 to 25 acres and above 25 
acres was Rs 2130 83 and Rs 7026.23, 
respectively as against Rs 1161.73 for 
landholders between 5 to 10 acres and 
Rs 92.73 for landholders below 5 acres 
during the same year. Similarly in 1961- 
62 while the per capita ‘tax potential’ 
of landholders below 5 acres and between 
5 to 10 acres was Rs 84.82 and Rs 
898.22, respectively the 'tax potential’ 
of the landholders between 10 to 25 
acres and above 25 acres was Rs 2117.92 
and Rs 7007.12, respectively during the 
same year. 

The same position continued in 
subsequent years also and in 1970-71 
we find that the per capita ‘tax 
potential’ of landholders between 
10 to 25 acres and above 25 acres 
was Rs 6338.66 and Rs 20288.66, res¬ 
pectively as against Rs 329.16 and Rs 
2678.76 for landholders below 5 acres 
and between 5 to 10 acres, respectively. 


Per Capita Monthly Expenditure of Rural and Urban Areas 


(Rupees) 


Items Rura | Urban 


1 . 

Cereals 

2.76 

5.54 

2, 

Milk and milk products 

0.19 

1.32 

3. 

Ghee and butter 

0.21 

0.61 

4. 

Sugar 

0.44 

0.75 

5. 

Salt 

0.60 

0.40 

6. 

Tobacco 

0.32 

0.51 

7. 

Drugs 

0.80 

0.70 

8. 

Fuel and light 

0.32 

1.37 

9. 

Cotton clothing 

1.59 

1.75 

10. 

Amusements 

0.07 

0.25 

11. 

Medicine 

0.25 

0.49 

12. 

Ornaments 

0.14 

0.08 

13. 

Footwear 

0.11 

0.15 

14. 

Toilets 

0.16 

0.39 

15. 

Conveyance 

0.20 

0.58 

16. 

Oils 

0.36 

0.63 

17. 

Tea 

0.10 

0.23 

18. 

Kerosene 

0.16 

0.24 

19. 

Matches 

0.04 

0.08 

20. 

Coke and coal 

0.05 

0.04 

21. 

Cinema 

0.02 

0.21 

22. 

Railway 

0.07 

0.22 

23. 

Bus 

0.11 

0.25 

24. 

Total expenditure on food items 

12.71 

15.44 

25. 

Total expenditure on non-food items 

5.84 

10.21 

26. 

Total expenditure on all items 

18.55 

25.65 


Table VI 

Population and Agricultural Income by Size Group of Land Holdings 


Year 

Population of cultivators (Crores) 

Agricultural income (Crores of rupees) 

Below 5 
acres 

Between 5 
10 to acres 

Between 10 
to 25 acres 

Above 25 
acres 

Below 5 
acres 

Between 5 
to 10 acres 

Between 10 
to 25 acres 

Above 25 
acres 

1951-52 

5.26 

0.78 

0.67 

0.21 

967.27 

982.00 

1487.73 

1522.00 

1956-57 

6.36 

1.19 

0.81 

0.26 

1059.96 

1076.00 

1630.14 

1667.80 

1961-62 

7.26 

1.36 

0.92 

0.29 

1333.49 

1353.80 

2051.40 

2098.40 

1966-67 

6.48 

1.21 

0.82 

0.26 

2263.73 

2913.80 

3481.77 

3562.20 

1970-71 

5.53 

1.04 

0.70 

0.23 

2936.29 

2981.00 

4515.22 

4610.5$ 
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.POINT OF VIEW 


Minimising fluctuations in Raj Kumar 

iron ore production 


[ron orb Is one of the few mineral re¬ 
sources which are in exportable surplus 
ind its mining is fairly well developed, 
[n fact, iron ore has been an important 
:raditiona! foreign exchange earner. 
Presently, India ranks eighth among the 
vorld iron ore producers and seventh 
imong exporters. During 1974, iron 
>re fetched foreign exchange worth Rs 
137 crores from exports of 21.9 million 
:onnes. In 1973, a quantity of 21.3 mil¬ 
lion tonnes was exported, earning Rs 
119 crores in foreign exchange. In the 
draft fifth five-year Plan, it is envisaged 
to step up the iron ore production to 
58 million tonnes by 1978-79 of which 
35 million tonnes will be for export. 

Iron ore is extracted from open cast 
mines which numbered 403 in 1973. 
Out of these mines only 20 are highly 
mechanised, the rest arc small and me¬ 
dium sized manual and scmi-mechanised 
mines. Mining operations are always 
exposed to nature’s vagaries and produc¬ 
tion varies with the change of season. 
As a result considerable fluctuations are 
observed in the production of iron ore. 

An attempt has been made in this 
article to make an objective analysis 
of the magnitude and pattern of these 
seasonal fluctuations. 

Monthly iron ore production for a 


period of It years from 1963 to 1973 
presented in Table I, have been analysed 
for this purpose. The production has 
maintained an upward trend through 
this period, as it rose from 20.6 million 
tonnes in 1963 to 35.4 million tonnes in 
1973. The fluctuations in the monthly 
production have also been increasing 
during the period 1963-73, and have 
become more pronounced in recent 
years, as illustrated by Figure 1. The 
fluctuations have risen more than three¬ 
fold, from 0.5 million tonnes in 1963 to 
1.6 million tonnes in 1973, whereas the 
production has gone up only by one and 
a half times during this period. Tabic II 
presents the magnitude of fluctuations 
observed year after year. 


A thorough investigation of data over 
the decade suggests the existence of a more 
or less set pattern of variation in the 
monthly production. It begins with the 
highest production in January, a fine 
weaihei month to work in, goes on dec¬ 
lining from February to May and the pro¬ 
duction is at the lowest ebb during the 
monsson months, June to August. Pro¬ 
duction starts picking up from October, 
reaching, as already, indicated the maxi¬ 
mum in January. This phenomenon 
can precisely, be measured through sea¬ 
sonal indices. 

The seasonal indices of iron ore pro- 
Tablb I 
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duction, presented in Table III and illus¬ 
trated by Figure 2, have been worked 
out after eliminating random or irregular 
fluctuations by means of 12 monthly 
centred moving averages (shown as trend 
values in Figure 1). Then the percent¬ 
age of centred moving averages to the 
corresponding monthly production for 
each month were tabulated in ascending 
order and averaged for each month after 
eliminating the extreme values at both 
the ends. The monthly averages are so 
adjusted to make their average as 100 to 
obtain monthly seasonal indices. 

Seasonal indices not only give an idea 
about the extent of shifts in the produc- 

Table li 

Fluctuations in Iron Ore Production 

(Million tonnes) 


Year 

Fluctuation 

1963 

0.5 

1970 

1.2 

1971 

1.2 

1972 

1.4 

1973 

1.6 


(Million tonnes) 


Year 

Jan 

Feb 

1963 

1.96 

1.75 

1964 

1.94 

1.82 

1965 

2.03 

1.84 

1956 

2.26 

2.34 

1967 

2.18 

2.22 

1963 

2.31 

2.34 

1969 

2.91 

2.65 

1970 

2.80 

2.85 

' 1971 

3.30 

3.05 

1972 

3.46 

3.30 

1973 

3.66 

3.22 


Mar "April May June July 


1.77 

1.67 

1.70 

1.45 

1.63 

1.81 

1.71 

1.65 

1.54 

1.59 

1.93 

1.89 

1.91 

1.74 

1.78 

2.45 

2.31 

2.29 

2.00 

2.07 

2.32 

2.34 

2.37 

2 00 

1.99 

2.31 

2.25 

2.42 

2.05 

2.12 

2.57 

2.42 

2.43 

2.13 

2.11 

2.76 

2.70 

2.41 

2.03 

2.16 

3.21 

3.03 

2.88 

2.21 

2.17 

3.19 

2.92 

2.29 

2.24 

2.20 

3.35 

3.36 

3.04 

2.47 

2.20 


Aug Sep Oct Nov Dec 


1.59 

1.64 

1.56 

1.75 

1.71 

1.55 

1.62 

1.81 

1.88 

1.96 

1.83 

1.99 

1.96 

2.13 

2.29 

2.12 

2.06 

2.09 

2.07 

2.27 

1.86 

2.05 

2.12 

2.02 

2.18 

2.02 

2.15 

2.32 

2.45 

2.69 

1.99 

2.27 

2.49 

2.49 

2.64 

2.06 

2.22 

2.93 

2.93- 

3.25 

2.14 

2.43 

2.76 

3.35 

3.30 

2.44 

2.50 

3.07 

3.36 

3.63 

2.04 

2.31 

2.77 

3.26 

3.55 
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tlon movement that may take place but 
also facilitate the compaiison of produc¬ 
tion level between different months. Such 
indices can prove to be of immense use 
to iron ore producers in helping them to 
develop mining activity in a manner as 
to optimise the production in favourable 
months and make extra efforts to sustain 
production during the monsoon. Rail- 

Table III 

Seasonal Indices of Iron Ore 
Production 


Month 

Seasonal Indices 

January 

112.9 

February 

108.8 

March 

108.7 

April 

104.3 

May 

101.6 

June 

86.7 

July 

89.3 

August 

85.5 

September 

93.6 

October 

99.0 

November 

103.2 

December 

109.4 


way and other transportation can be 
arranged as per expected recovery of iron 
on for each month so as to avoid un¬ 
necessary stocking at steel plants, rail¬ 
way yards and river loading points. 
These indices will also help the port 
authorities to determine the possible in¬ 
flow of iron ore in different months and 
arrange accordingly for stocking and 
loading of iron ore for exports. The 
study therefore emerges an as important 
tool for the policy makers, while fixing 
targets of production and exports of 
iron ore. 

Seasonal indices mentioned above, 
present a global picture of variations in 
iron ore production from all the mines, 
though the extent of variation is likely to 
vary from mine to mine depending upon 
the seasonal cycle of the region and degree 
of mechanisation. In order to examine 
the impact of seasonal fluctuations on 
individual mines and facilitate compari¬ 
son between the mechanised and non- 
mechanised mines on this account, the 
monthly production data of Rajhara 
group of mines of HSL, for the years 
1971-72 to 1973-74, have been analysed 
to obtain seasonal indices pertaining 
to manual and mechanised mines sepa¬ 
rately. 

It is clear from Table IV that the varia¬ 
tion range is of the order of 14 per cent 


only in jnechanised mines as compared 
to 21 per cant in manual mines, although 
production declines during monsoon 
months in both the cases. 

Analysis of variance is a device by 
Table IV 

Seasonal Indices in Rathara Mines 
of HSL 


Month 

Manual 

mines 

Mechanised 

mines 

January 

114.9 

103.6 

February 

102.5 

105.0 

March 

103.4 

98.0 

April 

95.4 

106.3 

May 

93.3 

95.5 

June 

85.9 

89.4 

July 

92.7 

88.2 

August 

99.5 

101.2 

September 

101.2 

100.1 

October 

96.8 

104.8 

November 

100.9 

105.1 

December 

114.5 

102.8 


*000 Tsnnas 



F|g.(l) TRENDS IN IRON ORE PRODUCTION (1963-73) 


EASTERN ECONOMIST 


144 


JANUARY 23 , 1£7$ 





which the total variation in production 
is separated into several parts, each part 
being attributable to a single factor bring? 
ing about the variations. It also aids 
in determining on a scientific basis, whe¬ 
ther the quantum of variation attribut¬ 
able to the individual single factor is 
significant or not by application of the 
statistical test of significance. In order to 
carry out the analysis of variance to test 
whether the seasonal indices differ signi¬ 
ficantly from each other in the statistical 
sense, the monthly production indices 
data employed for the calculation of 
monthly seasonal indices have been tabu¬ 
lated m the form of the single factor classi¬ 
fication and the variance analysed. 
Table V shows the results of the test 
suggesting that the variation between the 
indices is highly significant, i.e. the effect 
of season on the iron ore production 
is highly pronounced. 

minimising fluctuations 

To hit upon the targets of production 
and export of iron ore the impact of sea¬ 
sonal fluctuations has to be minimised. 
This objective can be achieved through 
progressive mechanisation of semi- 
mechanised and non-mechanised mines, 
as it has been observed that seasonal 
fluctuations obstruct the mining opera¬ 
tions far more seriously in manual mines 
as compared to the mechanised mines. 

The task force on iron ore set up by 
the Planning Commission has also em¬ 
phasised that most of the current fluctuat¬ 
ing nature of iron ore production should 
give way to semi-mechanised and me¬ 
chanised operations. Mechanisation 
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programme will undoubtedly involve 
huge capital expenditure. The task 
force on iron ore has estimated the 
cost of developing mechanised mines as 
Rs 8 crores per million tonne of iron ore. 
But this investment is worth' its cost as 
iron ore yields sizable returns in foreign 
exchange which may go up to Rs 200 
crores by 1978-79. 

Besides mechanisation, better capa¬ 
city utilisation in the existing mechani¬ 


Tablb V 

Analysis of Variance 


Source of 
variation 

Degrees 
of freedom 

Sum of 
squares 

Mean sum 
of squares 

F-value 

Remarks 

Bjtwjen the mon¬ 
thly indices 

11 

9979.34 

907.21 

21.46 

Highly signi- 
cant at 1 per 
cant level of 
significance 

Error 

96 

4058.79 

42.27 



Total 

107 

14038.13 


; . 1 



sed mines is necessary, it is also possi¬ 
ble to attract more labour force for min¬ 
ing, in case of manual mines, during 
monsoon and harvest seasons to ensure 
higher production both quantity and 
quality-wise. 

Growing importance of iron ore a 
export merchandise for which the mar 
ket has recently expanded to Iran, Malay 
sia, Rumania, and the USA beside 
Japan, calls for concerted efforts firor 
all concerned agencies, namely mine* 
railways, and ports, to handle the expoi 
of the magnitude envisaged in the lift 
Plan. Importing countries will certain) 
appreciate regular supplies on schedule 
The reorganised system based on mini 
region-wise seasonal indices holds tl 
key to the problem of minimising irr 
gularities at all levels. 

It would, therefore, be desirabl 
that agencies such as MMTO and tl 
Iron Ore Board take into considerate 
the impact of seasonal variations * 
mineral production while preparii 
integrated plans for the development 
iron ore industry. 
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Josslayn Hennatsy, London 


WINDOW ON THE WORLD 

Justice vs Power 


I 

Australian Industrial Relations 

In a paper recently presented to a confe¬ 
rence of lawyers in Canberra, a two-con¬ 
cept classification of Australian industrial 
relations was proposed. The fundamental 
policy controlling the system could be 
either wage justice or bargaining power. 
Under a policy of comparative wage jus¬ 
tice. wages with skill differentials are 
maintained no matter what the bargain¬ 
ing power of the workers may be. Under 
the bargaining power policy, those who 
have power may be able to force their 
wages higher than others. Frank T. de 
Vyvcr, Professor Emeritus of Economics, 
Duke University. North Carolina, for¬ 
merly visiting Professor, Monash Uni¬ 
versity, suggests that Australian indus¬ 
trial relations may be in transition from 
one basis of wage determination to the 
other and that until one or the other basis 
is accepted there will be considerable 
industrial unrest. 

Writers in labour economics call the 
Australian system compulsory arbitra¬ 
tion and note the prevalence of strikes in 
the country, and they conclude that 
compulsory arbitration is no answer to 
industrial strife. In fact, however, al¬ 
though arbitration has been compulsory, 
the law has never required compulsory 
acceptance of the decisions except as a 
minimum below which employers can¬ 
not go, although over the years attempts 
have been made to force unions to accept 
the award as handed down. 

minimum requirements 

An award by the Commission will con¬ 
tain most of the details found in an 
American collective bargaining agreement 
but, unlike such an agreement, binds 
the parties to an award only to the mini¬ 
mum requirements. If, for example, an 
award requires that a class of workers be 
paid $4.00, the employer must pay that 
$4 but there is nothing to prevent him 
from paying more, either because union 
power forces him to or because a shortage 
of labour in his area means he must pay 
more to get workers. Similarly, if the 
award requires overtime payments after 
48 hours the employer may pay after 40 
hotirs; or if a 7-day notice is required be¬ 


fore discharge of a worker, he may as a 
matter of policy provide 14 days but not 
less than 7 days. 

The Australian government is involved 
in settling industrial disputes only if they 
are inter-state. Adjusting to these limita¬ 
tions, unions have made disputes subject 
to the Commonwealth system by in¬ 
volving their branches in at least two 
states when a dispute has arisen. The 
Commission then meets the parties and, 
in the absence of agreement, makes de¬ 
cisions on wages, hours and working con¬ 
ditions for the two sides. Only those in¬ 
volved in the process who are called par¬ 
ties to the award are bound by the award, 
but mere membership in one of the many 
registered employers organisations makes 
a firm a party. 

wag* justice 

Throughout the more than 70 years that 
arbitration has been in operation, how¬ 
ever, a strong feeling for “comparative 
wage justice” has permeated the economy. 
Although the concept of need has varied 
from Justice Higgin’s Harvester decision, 
it seems clear that Australians continue to 
consider that factor is vital. Award wages 
for young people and women have always 
been set at rates below those for adult 
males, apparently on the grounds of need, 
although the principle of equal pay for 
work of equal value has now been accept¬ 
ed and should be in operation by the 
end of 1975. In addition, special loadings 
based on an idea of wage justice are a 
part of the Australians award system. 
This means that if the work is extra dirty, 
extra hot, or extra dangerous, some addi¬ 
tional pay is granted. There are also 
loadings for workers engaged in areas 
where amenities cannot be found, such as 
in the construction of a new isolated 
mining town. 

In line with the wage justice concept the 
Commission has also refused to approve 
wage differentiate based upon an in¬ 
dividual company's or an industry's 
ability to pay. In 1965 the Commission 
rejected the demand of the Vehicle Buil¬ 
ders Union for higher wages at the General 
Motors plant, claimed on the grounds 
that the company had made a higher 
profit than the industry average during 
the prmousyear. In 1970 in a case in¬ 


volving the oil companies the question of 
an industry's ability to pay was again and 
raised and the Commission unanimously 
refused the unions’ demand for special 
consideration in the industry, remarking 
that: 

“Another thing which we think relevant 
to consider is the doctrine of compara¬ 
tive wage justice. That employees doing 
the same wofk for different employers 
or indifferent industries should by and 
large receive the same amount of pay, 
irrespective of their employer or in¬ 
dustry, is well embedded in Australian 
thought”. 

Ability of an industry or a company to 
pay has not been accepted as a wage cri¬ 
terion whether the demand was for higher 
or for lower pay to keep a particular plant 
going. Except for a 1969 decision of the 
industrial appeals court of Western 
Australia granting the union claim that 
differentials among mining companies 
might be ordered, the principle of wage 
justice has prevailed with little concern 
for individual ability to pay. Perhaps 
the most important part of wage justice 
has been the idea that if the Commission 
gave one group a wage increase relative 
increases should go to all Australian 
workers covered by Commonwealth 
Awards and probably to those under 
state awards or wage board decisions. 
Thus, traditional wage differentials would 
be retained. 

II 

Wage Fixing 

For many years, a basic wage set by the 
Commission became the base for the 
Metal Trades Award, which in turn be¬ 
came the basis for other awards. The 
process, however, was not automatic. 
The Metal Trades Award having been 
made and the differential for the fitters 
having been determined, most unions 
needed to have their current awards modi¬ 
fied to follow the metal trades decision. 
Although this took some months, it was 
generally accepted by management, labour, 
and the government that the principle of 
comparative wage justice required this 
type of flow-on so that all workers in the 
nation could retain historical wage diffe¬ 
rentials. 

The current situation does not differ 
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greatly, but since the introduction of the 
total wage concept in 1967, the Com¬ 
mission reviews the wage each year on 
the basis of what the economy can afford. 

Procedures for what is called the second 
tier in wage fixing then get under way 
very often in the metal industry. Each 
member of the Commission seems to act 
on his own in settling disputes in the in¬ 
dustries assigned to him. In the 1974 
National Wage Case, an advocate appear¬ 
ing for the Victorian government present¬ 
ed a summary of how a decision in the 
metal industry flows on throughout the 
economy as commissioners review de¬ 
mands for increases to match those granted 
to workers in the metal industry. 

“The main lines of flow are not diffi¬ 
cult to identify”, he said. “There is the 
flow to the Carpenters Award: that flow 
spreads through the building industry to 
the construction industry and into awards 
such as the AWU (Australian Workers 
Union) Construction and Maintenance 
General Award”. 

The line of progression was continued 
to the Engine Drivers and Firemen’s 
General Award which “leads to compen¬ 
sating movements in areas such as trans¬ 
port, mining, service industries and so 
on. Movement becomes inevitable across 
the board in blue collar employment”. 
The flow to white collar workers parti¬ 
cularly in the public service, moves in a 
similar pattern. 

universal application 

One further factor should be noted. 
The metal trades industry is hardly an 
industry in the usual sense of the term. 
There are several hundred parties to the 
Metal Industry Award, ranging from some 
of the nation’s largest engineering firms 
to small firms employing four or live 
workers. Unions which are parties to the 
award have members in the majo¬ 
rity of industrial establishments in 
the nation wherever a maintenance me¬ 
chanic is employed. Thus even while 
the textile union is asking for a variation 
in its award some employees in any textile 
plant may have already had a rise as 
members of a union party to the Metal 
Industry Award. If wage justice is to be 
served, categories of skilled workers in 
the nation should be paid the same under 
an award whether they are in a major 
engineering industry or an electrician in 
a baker shop. 

In recent years the winds of change 
have begun to blow. In 1957 employers 
were reluctant to admit paying over award 
rates. When questioned they would admit 
paying a bonus to each worker arriving on 


time each day of a week, or to scheduling 
regular overtime in a plant, or to over¬ 
classifying craftsmen even when they 
were newly hired or newly trained. 

Reluctance to admit paying higher than 
award rates apparently arose because 
of a reluctance to admit welshing on fellow 
employers. By 1964 recognition of over¬ 
award payments had started though any 
studies made by unions and employer 
groups could be had only in confidence. 
By 1970 all reluctance to recognise the 
policy had disappeared and currently 
employer federations and unions both 
prepare and publish data about the 
amounts of such payments. 

Ill 

Bargaining Powar 

As over-award payments have becomes 
part of Australia’s industrial relation 
system bargaining power has increased 
as a method of wage settlement, and 
ability of a plant or industry to pay, al¬ 
though not recognised by the Commission, 
has become a criterion in union-manage¬ 
ment relations. In 1970, the Amalgamat¬ 
ed Metal Workers Union and the Metal 
Trades Industry Association moved to 
collective bargaining with bargaining 
power rather than wage justice as the 
criterion for settlement. Before discus¬ 
sing that breakthrough, two factors 
should be mentioned. 

Because of the long standing tradition 
that the Metal Trades Award is the bell¬ 
wether for all wage changes, happenings 
in the metal trades industry are of parti¬ 
cular significance. Collective bargaining 
is not a new phenomenon in Australian 
industrial relations. Without using the 
arbitration system the building industry 
and unions in Melbourne have negotiat¬ 
ed agreements since 1956 over and above 
various award provisions. Miners and 
other workers in Broken Hill have made 
their own agreements for many years 
without the coverage of the New South 
Wales* industrial institutions, and the 
Melbourne newspaper industry has had 
independent bargaining for many years. 
There are numerous other examples 
of the parties reaching agreement without 
recourse during negotations to estab¬ 
lished legal systems. Furthermore all 
industries and unions negotiate as part 
of the formal procedures of the Arbitra¬ 
tion Commission that makes finsl settle¬ 
ments. Baigaining is not unknown in the 
Australian systcm.feven bargaining of the 
British and American type. 

Secondly, the system can be used to 
give bargained agreements the status of 
an award. Although parties are free to 
reach whatever agreements they wish. 


there are certain advantages in having an 
agreement registered, and even more ad¬ 
vantages in almost reaching an agreement 
and then asking the commissioner to 
make an award. In both cases the impri¬ 
matur of the arbitration system gives 
the document the legal status of an 
award, that is the parties may expect 
the courts to enforce the provisions on all 
respondents to the award. In the latter 
case, an additional benefit is that the par¬ 
ties can claim the decision was not theirs. 
This means at the present time when 
appearances before the Prices Justifi¬ 
cation Tribunal are necessary that emp¬ 
loyers can claim the higher wages were 
forced upon them. If an agreement is 
registered the employers obviously have 
agreed to the higher rates. Considera¬ 
tions before the Industries Assistance 
Commission have also been less difficult 
if the increases have been awards rather 
than agreements. Finally contracts often 
contain clauses providing for cost in¬ 
creases if the contractor is required to pay 
higher wages. He could hardly say that he 
was required to do so if he himself had 
agreed to those higher wages. 

Recently a major trucking concern, 
whose association had agreed with the 
Transport Workers Union on a $25.40 
per week increase, and had obtained a 
consent award on this settlement, used the 
higher cost as an argument to convince 
ihe Prices Justification Tribunal that truck¬ 
ing rates should be increased. The argu¬ 
ment was disregarded and the approved 
rate increase was 12 per cent rather than 
the 18 per cent requested. Presumably 
employers and employer associations will 
move more cautiously in agreeing to 
higher wages or high over-award pay¬ 
ment and will wait for an arbitrator’s 
decisions. 

Industrial unrest 

At present the Australian system is on 
two levels, and this is causing trouble in 
industrial relations. Strong unions use 
bargaining power in strategic bargain¬ 
ing positions. When they have thus 
succeeded in getting an award, the con¬ 
cept of comparative wage justice replaces 
bargaining power as the method lor wage 
fixing. Unions less strong in bargaining 
power, instead of bargaining, ask the 
Commission for a variation in their award 
to restore previous differentials. Unions, 
part of whose members have reached agree¬ 
ment with a firm or a section of an industry 
use industrial action, including strikes.! 
to force employers to confirm in the; 
name of wage justice with the agreement! 
reached by others. 

To repeat, this shift from bargaining 
power to wage justice has been responsibl 
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for much industrial unrest and, what is 
'probably more important, for a flow-on 
’of bargained rates into areas that can ill 
afford such rates, with resulting increases 
f jn prices and cost-push inflation. 

' Here are two examples of the difficult, 
jies arising during the transition stage. 

!The first was in 1970-71 when the metal 
jrade unions and employers negotiated an 
Agreement. More recently the road trans¬ 
port industry negotiated a consent varia¬ 
tion in their award of $ 25.40 a week. In 
"each case the demands for comparative 
wage justice led to strife and a flow-on 
^toother areas of the economy. 


v\ 

0\ 


uniform action 


\\ In 1970-71 the reconstituted Australian 
^etal Industries Association negotiated 
’with the newly consolidated group of 
’metal trade unions lor a new agreement. 
"The industry, according to one spokes¬ 
man, was large enough to make its own 
Agreement. Furthermore, the unions were 
?fnoving in on large employers one at a 
time using bargaining power that included 
the employer’s fear that a strike would 
harm his competitive standing in the 

t dustry. Uniform action seemed to be 
e answer. Whether the parties agreed to 
e wage increase, or whether the com¬ 
missioner really made the decision, aroused 
Controversy; one employer’s association 
iaimed that the agreement had been « 
Sadie and the commissioner had merely 
Sade an award to please the parties rather 
Kan simply certifying an agreement. 

//'In any case the apparently naive ideas 
of the Metal Trades Industries Associa¬ 
tion that the industiy could, by collective 
bargaining, reach an agreement for them¬ 
selves alone, was soon dispelled as the 
increase flowed throughout the economy 
both in the private sectors and in the 
public sevices. The concept of wage justice 
ji^as used to its full extent to pass 
fffi the bargained rates between a strong 
^piion and a strong employer’s associa¬ 
tion to other workers who had perhaps 
Weaker bargaining power. 

a recent decision granting an addi¬ 
tional $ 9 a week to metal workers, 
|fr Justice Moore, President of the Arbi¬ 
tration Commission said: “This is not a 
Springboard from which all other awards 
pfiould move, even awards which may in 
Itjjie past have followed the Metal Industry 
y^ward.” He concluded: “The circum- 
j^ances upon which I have acted demons¬ 
trate that the significance of the Metal 
industry Award as a leader has to some 
extent declined, though I would not dis¬ 
pute that there will be some flow. It seems 
Aft me that the nexus which in the past 
fisted between this and some other 


awards has comparatively recently been 
brought to an end.” 

The circumstances to which the presi¬ 
dent referred were that increases for other 
workers have exceeded the $ 15 a week 
increase agreed in the metal industry in 
April, 1974, and that the $9 a week which 
he ordered in September, 1974, was simply 
to bring the Metal Industry Award in line 
with others. Justice Moore was mistaken 
in his estimate of the flow-on from his 
decision. 

A case in 1974 involved the Transport 
Workers Union. After considerable nego¬ 
tiations a commissioner certified a con¬ 
sent variation in the Transport Workers 
Award for road transport workers for an 
increase of $25.40 a week. Bargaining 
power having attained the increase other 
members of the union engaged in quite 
different work, asked the Commission 
for the same increase in the name of wage 
justice. Deputy President Gaudron ruled 
that an increa:c of $ 15.50 a week with 
an addition of $ 2.50 a few months 
later was proper for the other transport 
union workers. The result of that decision 
was a series of strikes that disrupted 
the economy as well as causing incon¬ 
venience to consumers who could not get 
bread or milk as usual, who could not 
fly because deliveries to planes were res¬ 


tricted, and what far an Australian was 
the finah below , could not get beer . 

Upon appeal by the union to the full 
bench of the Commission, the decision 
was overruled and all transport workers 
were granted the $ 25.40 which the road 
transport workers had negotiated with 
the major trucking firms. In her opinion 
Justice Guadron had said that “There is 
so far as I know no principle of law or of 
justice which would warrant the conclu¬ 
sion that an agreement reached between 
parties ought to be enforced upon or ap¬ 
plied to persons not parties to the agree¬ 
ment”. Apparently agreeing with this. 
Deputy President Isaac did not overrule 
Justice Gaudron. His agreement with 
his colleagues for the increased rate was 
based upon the wage inerreases that had 
occurred since the earlier decision. The 
other two members overruled the Gaudron 
decision based upon the historic fact that 
all transport workers had, previously, 
the same rates and although the circums¬ 
tances of settlement were different in this 
case the concept of equal wage justice 
must be followed even though the move to 
825.40 was by agreement and for only a 
part of the industry. 

Deputy President Williams added 
another comment that may portend an 
interesting trend. For an appeal to succeed 
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under section 25 of the Act it must be 
shown to be in the public interest. “I 
am also aware”, wrote Mr Williams, “of 
the Industrial dislocation that occurred 
in the community following the decision 
of Her Honour and against that back¬ 
ground it is being a little ostrich-like to say 
that the appeal was not in the public inte¬ 
rests Using this argument, a strong union 
dissatisfied with a ruling of a single com¬ 
missioner can appeal to a full bench with 
a chance of succeeding if the union has 
been able to cause enough industrial unrest 
so that the public interest demands that 
they be satisfied . 

IV 

Collective Bargaining 

These two cases involving the transport 
and the metal industries illustrate the 
dilemma that faces Australia today. 
Perhaps Australia is moving from com¬ 
pulsory arbitration as a method for settle¬ 
ment of disputes to collective bargaining 
power. President Moore repeated the 
basic problem in giving his reasons for 


The economic growth that began in the 
United States in late 1975 is expected 
to continue throughout 1976, according 
to an annual industrial survey released on 
January 12 by the US department 
of Commerce. The study anticipated 
that real Gross National Product (GNP) 
will rise by six to seven per cent and 
that both inflation and unemployment 
will decline somewhat during the coming 
year. These are among the economic 
forecasts in the Commerce department's 
annual report, “US Industrial Outlook, 
1976.” 

Average to above-average, eco¬ 
nomic growth is anticipated in 1976, the 
study reveals, primarily because of 
expected continued strong growth in real 
consumer spending, further improvement 
in residential housing construction, 
rebuilding business inventories and 
growth in real capital spending. 

Unemployment, while remaining high 
by historical US standards, is expected 
to decline from its 1975 level of 8.3 per 
cent to an average of 7.5 per cent to 7.75 
per cent for the year. However, the 
study says that this relatively high rate 
of unemployment—together with anti¬ 
cipated large margins of unused physical 
capacity in many US industries and an ex¬ 
pected cyclical increase in productivity- 
should combine to slow inflation. It pro 


the metal industry variation and overrul¬ 
ing his colleague in her transport worker’s 
award. 

In the former case he wrote that the 
metal industry award of S 9 was not to be 
considered a springboard. In the second 
opinion, given the same day, he indicated 
that one reason for granting the appeal 
was because of his “view that the histori¬ 
cal pattern (of uniform rates for all drivers) 
was broken too abruptly”. 

The dilemma is in the system itself. In 
industry cases the Commission does not 
act as a body. Each member is indepen¬ 
dent and is charged with settling industrial 
disputes although under the law he is ex¬ 
pected to consider the public interest in 
his decision. Currently the Commission 
is being asked for substantial wage in¬ 
creases, based on economic grounds in¬ 
volving movements in prices and pro¬ 
ductivity coupled with automatic cost of 
living increases called wage indexation. 
It is to be hoped that such a programme 
would mean an end to the rounds of 
demands for continuing variations of in¬ 


jects an overall rise of 6.5 per cent in the 
consumer price index—a principal 
measure of US inflation—in 1976. 

The Commerce study anticipates that 
'the US trade surplus, which reached a 
record level in 1975 will decline during 
the coming year. Imports arc likely to 
grow faster than exports, the report ex¬ 
plains, as the US economic recovery pro¬ 
ceeds at a faster rate than those of most 
other industrialized nations. 

Projections for basic US industries in 
1976 are outlined in the report as follows: 

Steel: Output of steel mill products 
is expected to rise successively during 
each quarter of the coming year. It may 
exceed 86 million tonnes, up from an 
estimated 73 million tonnes in 1975. 
Production in 1975, in turn, had fallen 
sharply from the near-record 1974 
level of 99.3 million tonnes. Raw steel 
output in 1976 should approach 122 
million tonnes—an increase of 13.4 per 
cent over the 1975 level. The report says, 
gradually rising demand for steel in 1976 
should raise profits in the industry, 
permitting it to undertake needed ex¬ 
pansion programmes and thereby give a 
boost to the entire US economy. 

Automobiles: The US auto makers are 


dustry awards. Unless the commissioners 
agree among themselves to limit such 
variations, awards will still be made and 
consent awards will still be certified, to be 
followed by demands from other workers 
for equal wage justice. 

Obviously principles of equal wage 
justice ingrained in Australian society for 
over seventy years will not give way easily 
to the concept that power should aid 
economic forces in determining wage rates 
and wage differentials. Some Australian 
experts are certain, as President Moore 
has said, that that the Metal Industry 
Award is beginning to lose its place as the 
basis for other awards. Others feel that 
comparative wage justice will continue to 
prevail. While the two systems operate 
at the same time, Australia may look 
forward to continuing industrial unrest 
coupled with leap-frogging cost increases. 

Sources and acknowledgements : The 
foregoing summarises a report in the 
latest issue of the Monthly Summary 
published by the National Bank of Aus¬ 
tralasia, P.O. Box I650N, Melbourne 3001. 


Washington 


expected to turn out between 7.6 and 8.0 
million passenger cars this year, an in¬ 
crease of about 13 per cent over the 
estimated 6.7 million cars produced in 
1975. Auto sales which rose sharply 
in the last months of 1975, are expected 
to keep pace with production during the 
coming year. In this industry too, any 
increase in production will have a 
‘'ripple” effect, stimulating other seg¬ 
ments of the economy. 

Construction: Residential construc¬ 
tion was one of the hardest hit of all 
industries during the recession, but 
housing starts are expected to rise 
sharply in 1976, to 1,650,000 units. This 
is below the two-million-plus yearly level 
reached early in the 1970’s, but repre¬ 
sents a substantial increase over the 
1,150,000 units started last year. The 
value of total new construction put in 
place in 1976 is expected to reach a record 
$ 143,000 million up by $ 20,000 million 
over last year. 

Retail Trade: Retail sales in 1976 
are expected to reach S 627,000 million 
up by about eight per cent—the^expected 
1975 total. This percentage increase 
should exceed the rate of inflation pro¬ 
ducing an increase in the real volume of 
goods sold. 


Economic recovery Eichi " 


BAUERN ECONOMIST 


149 


JANUARY 23, 1976 



Thursday, December 4, 

last year. The time was around 6 a.m. 
Coming out of the bath-room, I went to 
the bookshelf in my bedroom. I took 
out the very useful and informative 
Today's Health Guide published by the 
American Medical Association, opened 
it at the chapter on “When to call the doc¬ 
tor” and read where it dealt with “bleed¬ 
ing.” The words danced dizzily be¬ 
fore my eyes but the message was straight 
and plain enough. When stools are a 
black, tarry colour, bleeding in the upper 
intestinal tract may be responsible. 
Under no circumstances should suspec¬ 
ted bleeding in the intestines ever be neg¬ 
lected_“This,” I told myself, “is it.” 

Once before, thirteen years ago, I 
had this trouble and the “bleeding” then 
was controlled by blood transfusion 
and medication. Next time, F had been 
warned then, it would be surgery. 
1 lay on the bed and tried 
to sort out things in my mind. 
I was aware that if 1 sought medical 
help in time, I would be all right. I had 
that much faith and more in advances 
in surgery. The question that bothered 
me, however, was whether it was woith 
going through the drill. Fifty-nine was 
not old age as old age went. On the 
other hand, it seemed to me that any 
age was a good enough age to die once 
one was around 60. Only, if one could 
help it, the dying process should be as 
quick, smooth and painless as possible. 
The temptation for me on this occasion 
was that, by merely not going to the hos¬ 
pital, I could treat myself to a more or 
less comfortable death through steady 
and painless internal bleeding. 

At this stage of my moie or less phi¬ 
losophic speculation, it became relevant 
to do some quick book-keeping about 
my life and myself. A daughter abroad, 
separated from her husband and with 
three young children, trying to do her 
own thing. Another daughter having 
to battle with an improvident husband 
for family stability. A son naively be¬ 
lieving that race horses would do the 
running for him. A husband-and- 
wife situation of ancient grievances be¬ 
ing sedulously nursed. As against this, 


a fatly satisfying professional career of 
mostly doing what one wanted to do the 
way one wanted to do it. A life lived 
fairly fully in significant areas of living, 
without bondage to god, religion, ritual, 
custom, caste or creed and in comfort¬ 
ing freedom from financial problems or 
worries; and, above all, as enjoyable a 
lot of grandchildren as any grand¬ 
parent could wish for. The stock-taking, 
then, was not exactly a simple process. 

I could not oasily come 

to a conclusion and as the morning wore 
on, l thought that I might as well go 
to my office and spend some time there. 
I got into my car and drove to my place 
of work, took about an hour dictating 
the leading article for the issue of 
December 12 and then decided to re¬ 
turn home as I was experiencing nausea 
and otherwise feeling uncomfortable. On 
the way I stopped at a market and 
bought fruit generously for the grand¬ 
children. I reached home around 2p.ro. 
and an hour later I went to the bath¬ 
room. Black, coagulated blood came 
pouring down and I caught some of it 
in an empty Brylcrcem bottle and put 
the bottle away in a cupboard in the 
bath-room. I went back to bed and 
began to think furiously. Should I 
seek medical help immediately? Or, 
let the odds against me accumulate 
through the passing hours? 

At this point my professional situa¬ 
tion suddenly became the most cla¬ 
mant consideration. For thirty years 
or more I had been able to work as a 
journalist without sacrificing or com¬ 
promising my independence, integrity or 
professional dignity. I had been try¬ 
ing my best even in the last six months 
to keep this up, but it was becoming in¬ 
creasingly doubtful that I would be able 
to maintain this course indefinitely. This 
apart, the prevailing atmosphere in pub¬ 
lic affairs was stifling and extremely hurt¬ 
ful to the sensibilities of any person who 
valued his worth as an individual. I 
was asking myself whether life was really 
worth living, especially for one in my 
profession and with any sense of pro¬ 
fessional responsibilities or obligations, 


in the kind of political system which 
seemed to be fast forming itself. This 
became in my thoughts the one issue that 
appeared more relevant than anything else 
to the question: To be or not to be. I con¬ 
fess that even by the time, which was 
around 10 p.m., when I at last decided 
to attempt to go to sleep, I was not able 
to make up my mind one way or the 
other. 1 might add that, earlier in the 
evening, 1 had had a hard time persuad¬ 
ing my wife and mother, who had begun 
to suspect that something was wrong 
with my physical condition, that there 
was no need to send for a doctor. 

It was at about 2 a.m. on Friday morn¬ 
ing, that I woke up, if that was the word, 
from a fitful and fretful sleep of sorts. 

I got up from my bed and started moving 
towards the bath-room, but I collapsed 
on the floor by the bedside, folding up 
like a pricked balloon. At this point the 
matter naturally passed out of my hands 
and my family rushed me to the nearest 
hospital. When it was all over, they told 
me I was lucky to be alive. I looked at 
the 7-inch surgical scar all the way down 
my abdomen and said to myself that, 
perhaps, they were right. 

It is not often that poo- 

pie are able to say or arc heard to say a 
good word for public hospitals. It gives 
me real pleasure, therefore, to be able 
to place on record my sincere apprecia¬ 
tion of the functioning, so far as I could 
see or experience it, of the All-India 
Medical Institute in New Delhi. It so 
happened that, in Novcmbcr-Deccmber 
last year, I had to seek emergency medi¬ 
cal assistance from this hospital twice, 
first for my mother who was stricken with 
the failure of the left ventricle and then 
.for myself as I had described above. On 
both occasions I found the casualty 
department responding with quiet and 
reassuring efficiency whether in giving 
first aid or in arranging for subsequent 
regular treatment. In my case, again, 
the surgical team worked with the 
utmost dedication in what, I was told, 
was not a very simple medical situa¬ 
tion. 

In the short period when I was briefly 
in a general ward, before being found 
accommodation in one of the private 
wards, I was extremely happy to see the 
care and attention which even non-paying 
patients received from the hospital per¬ 
sonnel at all levels of the hierarchy. 
Mealtime was being looked forward to 
with obvious eagerness and this was at 
least partly due to the quality of the fare 
supplied. In fact, the hospital staff see¬ 
med to find it often difficult to persuade 
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some of the poorer patients to accept 
their discharge; as one cured patient 
asked, what chance was there of his 
getting outside the kind of food he had 
become accustomed to in the hospital. 
What impressed me most, however, was 
the almost familial relationship that 
seemed to develop between long-timers 
in the general wards (the chronically 
ill p&tiehts) and the nursing and other 
stan in the general wards. A particu¬ 
larly noteworthy feature was that 
patients were generally free from the 
harassment of demands for tips. The 
standard Of sanitation, I must say, was 
fair, but there is need for improving the 
condition of the lavatories in the gene¬ 
ral wards. There must be more frequent 
cleaning and much more generous use 
of disinfectants. 

The standard of nurs- 

ing and other facilities and amenities 
was reasonably high in the private wards. 
As is so often the case, I found the 
patients or rather their relatives unrea¬ 
sonably or even aggressively demand¬ 
ing in their indents on the services of the 
nursing or other staff. The attitude here 
seemed to be that since they wctc pay¬ 
ing patients, they had a right to get what 
they thought was their money's worth 
ana, if possible, more than their money's 
worth. Incidentally, my neighbour in 
the private ward was Mr Atal Behari 
Vajpayee. Since both of us are more 
or less law-abiding citizens, we refrained 
from communicating with each other 
except for passing the time of the day 
whenever we chanced to run into each 
other in the corridor of the ward. 

T may perhaps add a word about cost. 
My hospital bill, inclusive of the charge 
of Rs 750 for major surgery, and for 
a stay of about 12 days, in two spells, 
in a private ward, came to a little over 
Rs 2,000. This was besides the sum 
of about Rs 1,000 spent on purchase of 
medicines from outside including the 
cost of arrangements of blood, for trans¬ 
fusion. The hospital charges are related, 
of course, to declared incomes and while 
I am certainly not entertaining any feel¬ 
ing of grievance, I cannot quite get 
over the feeling that 1 am after all pay¬ 
ing income tax at the slab rate of 60 per 
cent (plus 10 per cent surcharge), some 
of which is supposed to be payment for 
services claimed to be rendered by the 
state to me. 

Before I change the 

subject let me refer to an earlier medical 
episode in my life. I am tempted to do 
this because this incident involves Dr 
Shantilal J. Mehta, (now Medical 


Director of Jaslok Hospital, Bombay), 
who is very much in the news these 
days. The time was June 1947. I was 
working in Bombay as the editorial 
representative of Eastern Economist in 
that place. My fifth child had just been 
born and I decided that enough was 
enough. In those days vasectomy was 
not the familiar business that it now for¬ 
tunately is, although, rather strangely, 
in Bombay it had a limited vogue in the 
labour areas as a “60-rupee operation”, 
the reason for this description being that 
doctors in these localities charged this 
amount as fee. I confess that I was too 
squeamish to submit myself to the atten¬ 
tion of one of this gentry. I therefore 
began scouting for the seiviccs of a rea¬ 
sonably reliable surgeon. 

It was suggested to me that l might 
go to one of two rising young surgeons, 
namely, Dr Hiralal C. Doctor (he is 
now no more) and Dr Shantilal J. Mehta. 

I first went to the former at the J.J. 
Hospital where he was working as an 
honorary surgeon and he told me that 
he would charge Rs 100 for the opera¬ 
tion including over-night stay and post¬ 
operative care at his clinic. Meanwhile 
an acquaintance had taken an appoint¬ 
ment for me with Dr Shah. I thought 
1 might keep this appointment and then 
decide. Dr Shah did not waste words. 
He raised his right hand and held up the 
middle and the index fingers. I under¬ 
stood and responded by raising my own 
right hand and holding up the index 
finger only. Dr Shah's rejoinder was 
again to hold up the index and the 
middle fingers of his right hand, but this 
time he made a gesture of cutting that 
index Anger midway with the index finger 
of his left hand. The transaction was 
thus settled at Rs 150. I was asked to 
report at the surgery at 4 p.m. on the 
following Sunday. 

This I did, taking with 

me for company a brother-in-law who 
had come from Delhi to attend his 
friends marriage. I was promptly taken 
to the operation theatre and made com¬ 
fortable on the operation table. Dr 
Shah was yet to come, but his assistant 
and other theatre staff proceeded with 
the preliminaries of preparing me for 
the operation. I think I was given at 
this stage an injection for sedation and 
this was just as well. For the better part 
of an hour I had to lie on the table, like 
a fish on a slab, waiting for the surgeon 
to arrive. Meanwhile the theatre staff 
were talking among themselves in a low 
key but I heard enough to learn that 
the surgeon was being delayed because 
some friends had dropped in to tea at 
his residence. Dr Mehta came at last 


and did the job within the next thirty 
minutes or so. Two neat incisions in the 
pubic region. The operation, of course, 
was quite successful and I have never 
ceased congratulating myself on having 
decided to go in for it. 

There is however a little more to the r 
story. In the recovery room, just as 
the effect of the anaesthetic was beginn¬ 
ing to wear off, Dr Mehta looked in, 
and my brother-in-law, on a sign from 
me, gave him his fee. After the surgeon 
had left I sensed some restlessness among /' 
his assistant and the theatre staff. I 
guessed-that they were expecting to be . 
paid and so I asked my brother-in-law * 
to give them some money. As soon as 
this transaction was completed more or 
less to the satisfaction of the recipients, \ s £ 
I was told that 1 could now go home. 

I was walked to the lift, taken down and | ; ^ 
put in a taxi. Before leaving, I asked 
when I should return for the removal of £■. 
the stitches. The assistant told me that | 

I could have the stitches removed by 
any doctor in my locality. The funny 
part of it was that, when after a few days, 

I went to a neighbourhood GP, he 
threw up his hands in holy horror as if 
I had made an indecent suggestion; he 
happened to be a Roman Catholic. This 
meant I had to shop around a bit for a 
doctor who was not a conscientious 
objector. How times have changed! 

My purpose in narrating 

this episode, 1 hope, is plain enough. 
Since that time nearly 29 years ago, when 
I had the privilege of undergoing vasec¬ 
tomy at the talented hands of Dr Shanti¬ 
lal J. Mehta, he has steadily risen in his 
profession to be counted among the top 
surgeons of this country. In the pro 
cess he has not only amassed wealth and 
fame but has also made a name for him¬ 
self as a man of medicine who cares and 
is compassionate. This suggests that 
success does not always spoil people. 
On the contrary, more often than is 
suspected to be the case, success matures 
and mellows people so that the basic 
gold of their nature is rcfired and made 
resplendent. Dr Shah today heads an 
institution which, although young in 
years, has already become widely honour 
ed. as ore of the premier medical insti 
tutions in our country. As one who 
was benefited by his professional service; 
when he was starting on his career, 
perhaps a little self-centredly but certainly 
with high ambitions and aspirations, 
wish more power 
to his elbow and 
more and more glory 
to him as a leader 
of his profession. 
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Evolution of the Indian economic 
thought and its impact on the institu¬ 
tions and policies in India is a fascinating 
subject. It has however not received due 
attention, though some stray attempts 
have been made to delve into the sub¬ 
ject. This alone is enough justification 
to welcome an attempt by the veteran 
writer and editor of books, V.B. Singh, 
to undertake this venture. 

From Naoroji to Nehru deals with the 
economic ideas of six Indian thinkers 
and leaders—Dadabhai Naoroji (1825- 
1870), M.G. Ranade (1866-1915), G.K. 
Gokhale (1866-1915), R.C. Dutt (1848- 
1905), Mahatma Gandhi and Jawahar- 
lal Nehru. People are only vaguely 
aware of the economic thoughts of some 
of these stalwarts and therefore it would 
be instructive to know a few more de¬ 
tails about their thoughts and the en¬ 
vironment which moulded their way of 
thinking. 

drain theory 

Dadabhai Naoroji was the first who 
sought to enquire into the nature and 
causes of Indian poverty even as Adam 
Smith had sought to analyse the nature 
and cause of the wealth of nations. 
Dadabhai evolved his famous drain 
theory with which he explained how the 
British pumped wealth out of India. 
Dadabhai expalined the mechanism of 
the drain theory in terms of direct poli¬ 
tical rule of the British, heavy civil and 
political expenditure with almost ex¬ 


clusive British employment, heavy in¬ 
vestment in transport and communica¬ 
tions to maintain political control over 
India and through her over a major part 
of Asia, unrequited exports of commodi¬ 
ties and bullion from India to the United 
Kingdom, investment of British capital 
with guarantee of returns by the British 
government in India, private remittances, 
payment of annual tributes, post-retire¬ 
ment migration of civil and military 
officers to the United Kingdom and heavy 
payment of pensions and other benefits 
to them, converting of public finance into 
an instrument of exploitation through 
regressive taxation and manipulation of 
the pound-rupee ratio to the advantage 
of the United Kingdom. 

lalssez faire policy 

Against this background, Dadabhai 
advocated protection to the Indian 
industries and assigned a positive and 
constructive role to the state in place of 
the laissez faire policy which was being 
religiously followed. He was the first 
Indian to make an attempt to calculate 
the national income of India to ex¬ 
pose the poverty of the Indian people 
due to the misrule of the British over 
India. According to Dadabhai, the rate 
of growth of Indian economy was faster 
than the rate of growth of the Indian 
population. This meant that it was not 
the Malthusian theory which would ex¬ 
plain the poverty of the Indian masses 
but the drain theory which in modern 
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terms has come to be known as the theory 
of imperialism. One is dazzled by the 
vision that Dadabhai brought to the 
contemporary Indian thinking and the 
multifarious activities in which he sub¬ 
merged himself during his long and meri¬ 
torious life. No wonder, Dadabhai has 
been hailed as ‘the Father of Indian 
Political Economy*. 

M.G. Ranade under the influence of 
the German economist Friedrich List, 
brought institutional elements in his 
analysis and made an attempt to show 
how the Indian economy was distinct 
from the British economy and therefore 
the postulates of the classical political 
economy had to be radically modified. 

German inspiration 

As is well-known, Ranade drew his 
inspiration from the German historical 
school. Like Friedrich List, he laid stress 
on improving the productive powers of 
the nation by reorganising Indian agri¬ 
culture and by resorting to industrialisa¬ 
tion by giving protection to nascent in¬ 
dustries. To bring about rapid economic 
development, Ranade laid great stress 
on better division of labour, more domes¬ 
tic production, greater availability of 
credit to agriculture and manufacture, 
supply of raw materials, development 
of iron and steel industry, growth of 
education and technology, and reform of 
agrarian relations. He pleaded that in 
all the above spheres the state should 
abandon the policy of laissez faire ad¬ 
vocated by the English classical school 
and play an active and purposeful role. 

It may be said that M.G. Ranade was 
the first Indian economist to view the 
functioning of the Indian economy his¬ 
torically and institutionally. While he 
advocated all-round participation of the 
state in the economic activities of the 
people, it would be erroneous to say as 
his fervent admirers like D.G. Karve 
have said, that M.G. Ranade believed and 
advocated economic planning! 

G.K. Gokhale, a great Indian parlia¬ 
mentarian, supported the drain theory 
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aad explained its working in terms of 
annual budgets. He accepted the doctrine 
of liberalism then prevalent in the 
United Kingdom and demanded free 
education, reduction of social distinc¬ 
tions, training of personnel, better sani¬ 
tary conditions, abolition of indentured 
labour and self-government. He de¬ 
manded* immediate reduction in taxation 
and wanted the state to undertake pro¬ 
ductive works like irrigation projects 
to promote employment. The greatest 
contribution of O.K. Gokhale was that 
he was the first Indian to conceive 
that without creating an organisation 
of Indian missionaries, socio-economic 
reforms cannot be effectively implemen¬ 
ted in India. This led to the laying 
down of the foundation of the Servants 
of India Society to train and maintain 
a body of devoted social workers, a 
task which could not be undertaken by 
the Indian National Congress which by 
its very nature was a heterogeneous body 
mainly engaged in political activities. 

declining production 

R.C. Dutt supported the drain theory 
by analysing the causes of the decline of 
the Indian agriculture and manufactures 
during the British regime resulting in 
recurrent famines in the country. R.C. 
Dutt stood for permanent settlement 
and abolition of excessive land revenue 
which according to him led to famine 
and neo-serfdom. He advocated the 
construction of irrigation works in pre¬ 
ference to construction of railways on 
which the British were laying emphasis 
to serve the imperial needs. Dutt’s 
social and political thinking was greatly 
influenced by the writings of J.S. Mill. 

It may be said that R.C. Dutt could 
not go beyond Djdabhai’s drain theory, 
though empirically he provided from 
official records its verification and vali¬ 
dation. It is however his brilliant ex¬ 
position of the material and moral 
resources of India that has assured him 
a place of pride in the history of Indian 
economic literature. 

Mihatma Gandhi both a man of ideas 
and action took the drain theory to the 
masses and mobilised the social forces 
to boycott foreign goods and to violate 
the salt act. He among all the thinkers 
was the one to provide an original, 
comprehensive and self-contained socio¬ 
economic frame for the reconstruction 
of India in conformity with its culture 
and philosophy. Village upliftment, 
state-controlled industrialisation, com¬ 
munal harmony and upliftment of all 
\ emanated from his three cardinal princi¬ 
ples of Varna Dharma, trusteeship and 
decentralisation. He advocated peo- 
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pie’s government through village pan- 
chayats and urban committees with the 
central government only looking after 
the affairs other than those under the 
jurisdiction of these local bodies. Accor¬ 
ding to the author, “the Mahatma was 
a great revolutionary.His funda¬ 

mental failure seems to be not to have 
created a party which could implement 
his ideas through the state apparatus, 
at the same time use mass movements 
as a watchdog of democracy and social 
justice. What Gandhi did. he did as a 
man. What was needed was a band of 
men to follow him. But his followers 
turned him into God; and in this way 
they ceased to follow him.” 

Nehru’s contribution 

Nehru’s greatest contribution has been 
his vision of creating a democratic socia¬ 
list, state. He successfully advocated 
the use of economic planning as a means 
to achieve the goal of socialist pattern of 
society. Nehru’s basic ideas were sym¬ 
bolised in the second five year Plan of 
India with emphasis on increasing role 
of thc^public sector, priority to basic and 
heavy industries, and generation of em¬ 
ployment through land reforms and 
cottage industries. Nehru conceived 
defence and foreign policy as mere 
counterparts of the process of economic 
development and finally correlated world 
peace with economic development of 
the backward countries of the world. 

From Naoroji to Nehru is a fine little 
readable book on a very big subject 
which merits a book possibly ten times 
its size. It is a pity that while the Indian 
universities have been teaching the his¬ 
tory of western economic thought from 
Adam Smith to J.M. Keynes, practically 
no Indian university has deemed it fit to 
introduce a course in Indian economic 
thought which in a sense is more relevant 
to the prevailing Indian conditions and 
background. It is hoped that this small 
book will be a precursor of detailed stu¬ 
dies on this extremely important subject 
by Indian scholars. 

AFRICAN ECONOMIES 

Surveys of African Economies is the 
sixth volume in the series entitled ‘Sur¬ 
veys of African Economies’ and covers 
economic developments in Gambia, 
Ghana, Liberia, Nigeria and Sierra 
Leone. AU the above five countries 
arc coastal states located along the wes¬ 
tern bulge of the African continent. 
These countries are not joined together 
by any common institution, though 
some of them share certain common fea¬ 
tures and economic practices reflecting 
their pre-independence links with the 
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United Kingdom. Together these five 
state cover an area of about half a million 
square miles containing a total popula¬ 
tion of about 94 million. The growth of 
population varies among them averaging 
about 2.6 per cent per annum. There are 
considerable differences in the average 
density of population ranging from 35 
to the square mile in Liberia to about 
224 in Nigeria. 

varied growth 

AU these countries may be described 
as developing economies. Their recent 
growth rates have varied significantly. 
There are considerable differences in the 
nature of the problem confronting them 
owing to different resource endowments 
and technical and managerial skills. 
At one end of the spectrum is Nigeria 
which besides having a large and diversi¬ 
fied agricultural sector and a population 
that would provide the market potential 
for a significant growth of domestic in¬ 
dustry, also has substantial oil deposits 
and necessary financial resources the 
scarcity of which has been a restraining 
factor on the process of economic deve¬ 
lopment of the other countries in this 
group. At the other end of the spectrum 
is Gambia whose economy is entirely 
dependent on the production and export 
of a single agricultural commodity, 
namely groundnut and the small size of 
whose population is a constraint on do¬ 
mestic industrial development. 

The above five countries share a num¬ 
ber of structural characteristics restrain¬ 
ing their rapid economic development. 
The majority of population in these 
countries is dependent upon agriculture 
of subsistence variety. Financial inter¬ 
mediaries arc in the early stages of deve¬ 
lopment which fact limits mobilisation of 
savings. There is inadequacy of skilled 
labour and cntreprereural resources. 
This limits absorptive capacity and hence 
the pace of investment. Thus financial 
constraints are only one part of the 
problems of development faced by these 
African countries. 

The economic polices pursued by these 
countries so far aim at overcoming finan¬ 
cial constraints, both domestic and ex¬ 
ternal, and eliminating those structural 
and institutional factors that have restric¬ 
ted their absorptive capacity. The 
steps which are being taken generally 
include efforts at expanding and diversi¬ 
fying exports, curbing imports -through 
the promotion of import substitute in¬ 
dustries, mobilizing external capital 
though official channels and the creation 
of investment climate aimed at attract¬ 
ing foreign private capital, strengthen¬ 
ing governments’ domestic resource 
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base by diversifying the tax structure and 
improving fiscal administration, and en¬ 
couraging the expansion of domestic 
private savings through the provision 
of various incentives and the creation 
and modification of financial institutions; 

The development policies of these coun¬ 
tries also include provision of extension 
services to farmers, better coordination 
of development policies and programmes, 
creation of marketing and related or¬ 
ganisations, provision of various price 
and fiscal incentives, strengthening of 
infrastructure through public investment 
in necessary facilities, and manpower 
training programmes aimed at enlarging 
the -available pool of technical and 
managerial personnel and increasing the 
share of local people in the decision¬ 
making process. The main initiative has 
come from the government through the 
vehicle of development plans and direct 
government paiticipation in industrial 
and other forms of economic activity. 

varied success 

The success attending the develop¬ 
mental efforts of the five countries has 
varied from country to country, depen¬ 
ding upon their respective ability to 
mobilise domestic resources, access to 
foreign capital, nature of developments 
in international commodity markets, 
and the administrative capability to plan 
and execute development projects and 
industrial enterprises as well as manage 
economic institutions. However, in 
some of the five countries, state enter¬ 
prises have faced serious difficulties as 
a result of inadequate project piepara- 
tion, excess capacity, administrative bot¬ 
tlenecks and shortage of working capital. 


While these countries have experienced 
varying growth rates since mid-1960s, 
the primary impetus has generally been 
provided by developments in the foreign 
trade sector, principally with respect 
to the behaviour of international commo¬ 
dity prices and success of efforts at ex¬ 
panding export volume. In general, 
the rate of expansion of income in all 
the above five countries has been modera¬ 
tely in excess of the growth of popula¬ 
tion, the per capita income ranging from 
$140 in Gambia to 300 in Ghana. 

The fiscal performance in these coun¬ 
tries generally shows emergence of over¬ 
all deficits reflecting excess of capital ex¬ 
penditure over current budget surpluses. 
These deficits are generally financed by 
external borrowings and in part by re¬ 
course to both the banking system and 
non-bank institutions such as marketing 
boards. As is to be expected in deve¬ 


loping economies, indirect taxes constitute 
the major source of government revenue* 
With the exception of Nigeria where 
receipts from the petroleum sector ac¬ 
count for over 70 per cent of government 
revenue, the principal source of fiscal 
receipts in these countries is import and 
export taxes indicating the importance 
of the foreign trade sector. 

Reviewing monetary developments, it 
may be said that generally a very con¬ 
siderable liberalisation of the trade and 
payments system has been achieved 
since 1970. The commercial banking 
operations in all these countries have been 
concentrated on financing of domestic 
and external trade and provision of crop 
finance. Medium-term and long-te* m 
credit is generally provided by develop¬ 
ment banks established with government 
participation. The central banks have 
also taken the initiative in directing the 
flow of credit to the agricultural sector 
and small industries. 

The geographical trading pattern of 
each of these countries (with the excep¬ 
tion of Liberia) continues to reflect the 
importance of the United Kingdom, both 
as a source of imports and as market for 
efforts, though importance of the UK 
market i« gradually diminishing due to 
attempts by these countries at greater 
diversification of their foreign trade. 

cautious optimism 

This survey shows that the prospects 
for the continued economic development 
in these countries, can be viewed with 
‘cautious optimism*. The combination 
of large and varied agricultural resour¬ 
ces, substantial oil deposits, a big popu¬ 
lation and the absence of balance of pay¬ 
ments constraints easily marks out Nige¬ 
ria as the future industrial power on the 
African map. On the other hand in 
Ghana, Liberia and Sierra Leone relati¬ 
vely varied agricultural, mincial and for¬ 
est resources should provide a sound 
base for satisfactory growth. 


This excellent volume covers master¬ 
ful surveys of the five English-speaking 
countries on the west coast of Africa. 
This sixth volume containing authorita¬ 
tive account of economic developments 
in five countries between 1969 and 1973 
is as readable as the previous volumes 
most of which have already been reviewed 
in these columns. Next three to four 
decades would be crucial in the case of 
most of the African countries and India 
would do well to take steps from now on 
to establish sound and firm economic 
and political relations with these coun¬ 
tries, notably with countries like Nigeria 


which are bound to emerge as powerful 
countries on the continent of Africa. 

PLANNING OF RESOURCES 

The problem of planning of financial 
resources during any Plan period helps 
to evolve an efficient policy of monetary 
management and also provides a useful 
base for credit planning in general and 
corporate planning of individual insti¬ 
tutions like banks in particular. With 
this idea in mind, Dr D.M. Nachane in 
Planning of Financial Resources in the 
Indian Economy has developed a model 
for estimating banking sector resources 
over the fifth Plan period and Dr R. 
Dhar has given a framework for estimat¬ 
ing sectoral working capital demands. 

The main emphasis of the study by 
Dr Nachane on the estimation of bank¬ 
ing sector resources during the fifth five 
year Plan has been to identify the factors 
which influence long-term deposit growth 
and then provide a number of alterna¬ 
tive estimates based on various assump¬ 
tions regarding the interplay of these 
factors. It is definite that these alter¬ 
native targets will provide useful infor¬ 
mation to the policy-making authorities 
to select appropriate targets based on 
the likely trend of the Indian economy. 

The study of the estimation of demand 
for working capital is based on the detail¬ 
ed analysis of plan targets, inventory 
requirements, input-output, relations 
among various sectors and so on. Here 
also Dr Dhar has provided alter¬ 
native estimates based on different assump¬ 
tions regarding the growth rate of 
income in the Indian economy. Such a 
study will be particularly useful to suggest 
necessary adjustments in the pattern of 
sectoral allocation of financial resources 
for meeting working capital demands in 
lelation to the change in the trend of the 
economy. 

inter-linkage 

Dr Nachane has, as stated above, 
made an attempt “to explore the inter¬ 
linkages that exist between the banking 
sector and the rest of the Indian econo¬ 
my and to provide projections of demand 
and time-deposits over the fifth five year 
Plan period.” The author, instead of 
giving a single set of projections, has 
provided alternative sets of environ¬ 
mental conditions. For example, de¬ 
posit projections are made for two diffe¬ 
rent sets of rates of growth of national 
income, namely 5.5 per cent per year 
(target fixed by the Planning Commission) 
and 4 per cent per year, three different 
sets of rates of price changes, namely 10 
per cent per year, 5 per cent per yeai and 


154 


JANUARY 23, 1976 



constant prices; and Mo different rates 
of bank branch expansion namely 1500 
per pear and 2000 per year. Thus the 
authdr has made twelve distinct sets of 
projections* What is significant; this 
forecasting technique employed by the 
author does not commit itself to any defi¬ 
nite set of projections, but only states that 
one can expect a certain level of projec¬ 
tions, if some particular set of assump¬ 
tions materialises. 


According to the authors, the highest 
forecast of aggregate deposits (Rs 14,068 
crores) occurs when the rate of growth 
of national income is assumed to be 5.5 
per cent per year, prices are assumed to 
increase by 10 per cent per year, and 
bank branch expansion rate is 2000 per 
year. On the other hand, the lowest 
figure (Rs 9,995 crores) occurs when the 
rate of growth of national income is 
assumed to be four per cent per year, 
prices are assumed to remain constant 
and the rate of bank branch expansion 
is 1,500 per year. Turning to the com¬ 
position of total deposits, it is found that 
demand deposit projections given by the 
Planning Commission (Rs 3,800 crores) 
exceed the corresponding projections in 
the model of Dr Nachane (about Rs 2,900 
crores) substantially. On the other hand, 
the author gives a higher projection for 
time-deposits (about Rs 8,400 crores) as 
compared to the Planning Commission 
figure. 

Time-deposits are underestimated 
in the Planning Commission study 
mainly because, it has been assumed that 
the present ratio of demand-deposits to 
time-deposits will continue without sub¬ 
stantial variation over the period of the 
fifth Plan. Dr Nachane is of the opinion 
based on a separate study of the influences 
governing demand and time-deposits 
that this ratio is likely to alter substan¬ 
tially from about .72 to about .49. This 
appears to be in conformity with the 
recent trend of steady increase in the pro¬ 
portion of time-deposits in total deposits. 

significant observation 

A significant observation which has 
emerged from the present study is the 
marginal effect that branch expansion 
has on the projected level of deposits. 
On the other hand the rate of growth of 
national income appears to have a signi¬ 
ficant effect on the level of deposits. Also 
the projections appear to be very sensitive 
to the assumed price behaviour. 

The findings of this excellent study by 
Dr Nachane has very far-reaching policy 
implications. This study thus indicates 


that mete increase in bank branches will 
not increase deposit mobilization. In¬ 
crease in the number of bank offices will 
be useful only if it contributes to raising 
the income in the surrounding areas by 
direct promotion of developmental acti¬ 
vities. The rate of growth of national 
income appears to be a crucial factor 
influencing deposit mobilisation. Also, 
the significant effect of the price factor 
brought out by the study points to the 
need for interpreting deposit figures with 
caution. 

This study by Dr Nachane would 
certainly be useful as a starting point for 
initiating credit plans at an aggregate 
level and also as guidelines for indivi¬ 
dual banks to draw their own plans. 

In scarcity ridden developing econo¬ 
mies, there will always be a tendency to 
hold stocks in excess of production needs, 
if finance is made available. But beyond 
a certain limit, this leads to price rises of 
a number of commodities both in abso¬ 
lute and relative senses. These price 
rises affect adversely costs, demands etc, 
of various producing units and conse¬ 
quently they are forced to curtail pro¬ 
duction. Again, owing to strong back¬ 
ward and forward linkages among various 
industries, curtailment of production in 
some industries leads to further curtail¬ 
ment of production in other interrelated 
industries and so on. This continues 
until monetary authorities come forward 
to take remedial measures for controlling 
the supply of excessive funds. 

Inventory holding 

The above analysis indicates that'‘there 
is an optimal level of inventory holdings 
large deviations from which may prove 
to be dangerous and expensive for the 
economy in the short as well as in the 
long-run both from the point of view of 
attaining desired and feasible production 
levels and ensuring a reasonable degree 
of price stability.” Planning for work¬ 
ing capital demands cannot be disso¬ 
ciated from those of production levels. 
The required estimates of working capi¬ 
tal demands cannot adequately be ob¬ 
tained from the study of an individual 
industry in isolation and it is essential 
for this purpose to have in view a set of 
interrelated industries together. This 
is what has been done by Dr R. Dhar in 
his paper on working capital demand. 

Us'ng the input output methodology. 
Dr R, Dhar has made an estimate of 
sectoral working capital demands for 
the fifth five-year Plan period. The 
author has also taken into account two 
alternatives. In the first alternative, 
income, consumption, investments, ex¬ 


ports and all other relevant components 
are assumed to be the same as those 
given in the draft of the fifth Plan. In 
the second alternative, lower income 
growth of 4 to 4.5 per cent was assumed 
and relevant adjustments in regard to 
consumption, investments etc were made 
in tune with the lower income level (though 
exports have been kept at the same level 
as in the alternative set). The aggregate 
working capital requirements, accord¬ 
ing to Dr R. Dhar, under the first set 
of assumptions would be Rs 19,880 crores 
and under the second set of assumptions 
Rs 18,338 crores. The working capital 
requirements under the two sets of 
assumptions for different sectors, would 
be: agriculture and allied activities— 
Rs 7,433 crores and Rs 6,946 crores; 
mining and manufacture—Rs 7,334 crores 
and Rs 6,680 crores; cotton textiles— 
Rs 10,059 crores and Rs 995 crores; 
services including government services 
and trade—Rs 4,242 crores and Rs 3,921 
crores. 

important implications 

The above findings of working capital 
requirements will have a number of 
important implications for the banking 
sector as the bulk of the lending activity 
of commercial banks at present consists 
of working capital financing. 

Realistic planning involves the esti¬ 
mates, aggregative and sectoral, of the 
financial resources required during the 
period of the Plan ana calculating such 
estimate naturally involves the role which 
commercial banks can and are expected 
to play in this regard. While the Plann¬ 
ing Commission has made certain esti¬ 
mates in this regard, they are made on 
the basis of some assumed static condi¬ 
tions. 

On the other hand, the merit of 
Dr D.M. Nachane’s and Dr R. Dhar’s 
estimates is that they have worked out 
their estimates under different alternative 
sets of assumptions leaving it open to 
the policy-makers to pick up that esti¬ 
mate that is in conformity with the pre¬ 
vailing conditions. The methodology 
adopted by the two authors merits care¬ 
ful attention. Attempts should be made 
to apply that methodology while framing 
the entire five year Plan. This will keep 
open a number of alternatives from the 
beginning and obviate the necessity of 
making drastic changes and redrafting 
the whole plan from the beginning in the 
midst of the planning period, should any 
unexpected development occur. Sucn 
working out of alternative estimates and 
approaches may be availed of even in 
sectoral planning. This would make 
planning flexible and possibly more effi- 
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cient. The authors have done well to 
draw attention to this important aspect 
of planning. 

RURAL CREDIT 

It is now common knowledge that since 
nationalisation, commercial banks in 
India have been lending to the rural sec¬ 
tor through a newly developed branch 
network widely spread throughout the 
country. The branch expansion pro¬ 
gramme has taken Indian commercial 
banks to areas, peoples and problems 
which vastly differ from one another. 
Any common approach to these differ¬ 
ing problems is practically impossible. 
In their attempts to solve these variegated 
problems, commercial banks in India 
have come to acquire considerable know¬ 
ledge which throws significant light on 
the operation of the rural sector in India. 

The authors of Developing Adivasls 
and Small Farmers have drawn attention 
to the very important fact that “Financ¬ 
ing is but an important intervention in 
the social processes of the rural communi¬ 
ties. Any effort to judge the effective¬ 
ness or otherw ; se of financing operations, 
divorcing it from other forces acting in 
the process is likely to be frustrated ... 
Finance, therefore has to be used as a 
tool for progress of agriculture, and 
this should provide the most important 
objective for financing agriculture by the 
organised sector.'* The authors have 
illustrated this point by showing that 
repayment of loans is closely linked to 
realisation of money value for the produc¬ 
tion, but the marketing processes are rid¬ 
dled with technical, social and economic 
difficulties. 

removing hurdles 

Unless these hurdles are sorted out, 
often good production with the 
help of bank’s financial assistance may 
lead to lower prices, this in turn leading to 
bad repayment. The authors have made 
an attempt in this book to point out some 
of the social, political and economic 
forces which operate at the levels of pro¬ 
duction and marketing, helping or hinder¬ 
ing the success of farming operations. 
The authors believe that understanding 
these forces, their role and their dynamics 
in agricultural development will help us 
to understand production and marketing 
processes in the rural economy. 

Rural financing will have to be studied 
in the context of the social reality that 
the Indian formers are probably the worst 
exploited of ail farmers and still worse 
among them are Adivasis, Hirijans, mar¬ 
ginal farmers, share-croppers and the 
like. The authors have presented in this 
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book case studies of such farmers who 
have achieved substantial success by their 
initiative and with some help from banks. 

According to the author's findings, a 
farmer's faith in government and other 
official and non-official agencies is rather 
low because of the past unfulfilled pro¬ 
mises. He may therefore find long-term 
planning irrelevant. But many of the 
case studies by the authors show “that 
farmers are able to plan and implement 
schemes of immediate relevance with 
remarkable efficiency." Farmer’s moti¬ 
vation to plan and to act is related to his 
need for higher income. But excepting 
a few large farmers who are able to hold 
the stock or manipulate the market, very 
few have gained from increased produc¬ 
tion. Consequently new agricultural 
technology has mostly remained confined 
to the large farmer. This means that 
the creation of regulated markets, laying 
of approach roads or state purchases have 
helped large farmers rather than small 
farmers. 

lack of trust 

Failure of most of government pro¬ 
grammes to solve the problems of small 
farmers has resulted in small farmers 
having little trust in official agencies 
and programmes. Banks seem to suffer, 
like the official agencies, from the same 
lack of trust in small farmers. The con¬ 
ditions are much worse in the case of 
Advasis and Harijans and tribals. Evi¬ 
dence of the process of exploitation is 
evident in eroded rights of Adivasis, qua¬ 
lity and quantity of (and in possession of 
marginal farmers and perpetual indebted¬ 
ness of both. Naturally financing farmers 
such as these calls for not only ingenuity 
but constant guidance and vigilance 
against reactionary forces. Even when 
the tribals and small farmers have 
law on their side, they seldom are in a 
position to take advantage of it because 
of th? strong hold of the vested interests 
on them and the prevailing value system 
of the tribals. 

Methods used by money-lending classes 
to perpetuate exploitation is peculiarly 
similar in almost all the cases under 
study. According to the authors, financing 
of farmers by the money-lending class .is 
miinly a method of gaining control over 
them and the commodity they produce. 
The authors have made it clear from the 
various case studies included in the book 
how with a very small amount of loan, 
poor farmers could be enmeshed for the 
whole of their life. According to the 
authors, the objective of mbney-lenders is 
more to keep control over farmers rather 
than to earn interest on loans given to 
them. From this it follows that bank 
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finance for production is often not much 
of an advantage to a small farmer ora tri¬ 
bal, unless it is coupled with a bank loan 
to redeem his old debt. Even if he is 
relieved of bis past debt, the money-len¬ 
der may exploit small farmers in the guise 
of a trader. This means the chain of 
exploitation cannot be broken at one 
point only. It is the whole system that 
must be altered as otherise efforts for 
development will continue to be frustera- 
ted. Problems of small farmers belong¬ 
ing to scheduled castes get accentuated by 
their low social status. Financing people 
in such a situation can only be a part of a 
total and well-controlled development 
efforts. 

area of weakness 

The authors have rightly maintained, 
after analysing a number of case studies 
(dealing with the agricultural problems of 
Mahadev Kolis, Vadars, Warlis and Tha- 
kurs of Maharashtra, Oraons and Mundas 
of Bihar, Thakardas of Gujarat, and small 
farmers of West Bangal, Bihar and Maha¬ 
rashtra) that a major area of weakness of 
development programmes in this country 
remains in micro-level implementation of 
programmes and projects. The authors 
therefore have rightly recommended that 
attempt should be directed to the streng¬ 
thening of field level agencies to imple¬ 
ment comprehensive projects and pro¬ 
grammes with skill and efficiency. 

It is unfortunate that many of the agen¬ 
cies working for the benefit of this long- 
exploited community have fossilized atti¬ 
tudes which have completely failed to 
improve the lot of this unfortunate sec¬ 
tion of the Indian community. It is 
sincerely hoped that the commercial 
banks which are comparatively new 
entiants in this field will bring a fresh 
breeze of wind to the scene. The bank 
must take note of the fact that the pro¬ 
blem is vast, complex and deep-rooted 
and there is no generalised solution to it. 
The problems, as the authors have done 
in this book, will have to be analysed and 
tackled at the micro-level which would 
call great amount of ingenuity and skill 
not only on the part of bankers but all the 
agencies working for the welfare of the 
community of small farmers in India. 

CENSUS ANALYSIS 

Economic Analysis of the 1971 Census 
contains the papers read and discussed 
at the Indian Economic Conference held 
in 1973 at Tiruchirapalli. 

In their paper Dr G. Thimmaiah and 
Dr N. Baskara Rao have posed the fol¬ 
lowing problem. In the last two decades 
life-expectancy in India has increased and 
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there has aba been improvement in the 
levdl ojf living of the people. Is there any 
association between the two? According 
to the authors there is a ‘ positiye asso¬ 
ciation*. The authors have stated 
that) 4 it is necessary to analyse the 
relationship through a more detailed 
qualitative study/* The problem of 
relationship between the levels of 
economic development and life 
expectancy is not so simple as that. For 
example, to what extent has life-expec¬ 
tancy in India been raised due to revolu¬ 
tion in the medical field and wiping out 
of some of the dreaded diseases rather 
than due to increase in the standard of 
living will have to be ascertained and 
verified. The matter becomes signi¬ 
ficant because of the threat of reemer¬ 
gence of malaria in parts of India. The 
tables provided by the authors do 
not indicate any type of positive rela¬ 
tionship among different variables which 
the authors have in view. This means, 
the authors have not said anything mean¬ 
ingful on the relationship between the 
levels of economic development and 
life-expectancy in India. Variables 
involved are far too many and more em¬ 
pirical and detailed studies of the problem 
with an inter-disciplinary approach can 
alone provide a satisfactory answer. 

population transfer 

Dr L.N. Gupta has written a paper on 
'Categories Distribution of Population in 
Rajasthan*. The author has given a num¬ 
ber of tables listing the districts where 
the working force participation is below 
or above a certain figures. This does 
not tell much or clarify any issues. The 
author's policy prescription and sparsity of 
population of the state may welcome some 
population transfers from thickly popu¬ 
lated areas of the country*’ is something 
whichdoes not at all follow from the tables 
that he has given and tried to analyse. 
One wonders how different rates of work¬ 
ing force participation indifferent districts 
of Rajasthan can lead to this sort of 
conclusion. 

C.B. Padmanabhan has written a paper 
with a view to analysing the 1971 census 
data to find out the extent of human re¬ 
source development that has taken place 
through better health facilities, nutrition 
for people at all ages as well as by educa¬ 
tion through formal system as weU as out¬ 
side. In his paper, the author has limi¬ 
ted his attention to human resource deve¬ 
lopment and human capital formation 
through the formal system of education. 

Having examined the available data in 
the 1971 census, the author has suggested 
that a classification of educational level 
of population with age, occupational and 


earnings data is absolutely essential, if 
fruitful analysis of human capital for¬ 
mation and contribution of education to 
economic growth is to be properly asses¬ 
sed. The author is of the opinion that 
earnings data by age and levels of educa¬ 
tion are essential, if investment approach 
to planning of education in the country 
is to be made use of. On account of the 
absence of adequate data on all these 
issues, the author has not been in a posi¬ 
tion to draw any worthwhile conclusions 
from his analysis. His major achieve¬ 
ment seems to be to point out the in¬ 
adequacies in the data in 1971 census 
and point out the manner in which it 
should be supplemented in future. 

burden on farming 

Since the process of economic develop¬ 
ment has been historically associated 
with the shift of labour force from less 
productive agricultural sector to more 
productive non-agricultural sectors, it 
would be instructive to know the type of 
shift that has taken place in India during 
the decade 1961-71. O. P. Mahajan has 
made an attempt in his paper "to study the 
changes in the levels of development of 
states over the decade 1961-71 on the 
basis of changes in the industrial distribu¬ 
tion of working force and to compare 
them first with similar changes during the 
decade 1951-61 and then with the changes 
in per capita incomes/* The author on 
the basis of the analysis of the census data 
has concluded that "two decades of plan¬ 
ned development has failed to bring about 
reduction in the proportion of occupied 
persons depending on agriculture and 
allied industries. Possibliy reverse shift 
of working force has taken place in many 
states during 1961-71—... Obviously, the 

g rowth of non-agricultural sector has not 
een adequate to absorb even the addi¬ 
tion to labour force from within the sec¬ 
tor, not to speak of affording any relief 
to the rural underemployed and unemp¬ 
loyed. ,. The implications of this for our 
development strategy ate too obvious to 
need any emphasis.** 

R.K. Sinha writing about urbanisation 
in India has remarked that the need of 
the hour seems to be to impress on the 
states to take a more active part in the 
study of urbanisation in their states. There 
has been no attempt so far made to study 
in a comprehensive manner the role of 
urbanisation in the process of economic 
growth and sociologists have got stuck 
with socio-economic surveys of cities and 
towns which are mainly data-oriented 
and not problem-oriented. 

R.N. Shrivastava having analysed the 
available data has concluded that at pre¬ 
sent India is passing through the second 


stage of demographic cycle. The internal 
threat from the increasing population is 
very great. He therefore opines that 
serious efforts will have to be made so 
that divergence between birth rale and 
death rate might be narrowed.. People 
should be educated and properly motiva¬ 
ted on a large scale so that India might 
witness a different fertility trend in years 
to come. 

Two things emerge from reading of the 
papers in this volume. One is that con¬ 
siderable substantive research can be made 
on the basis of census data which is much 
neglected by economic and social lesearch 
workers in India even at present. The 
second finding is that the conclusions 
drawn from the analysis of 1972 census 
data arc extremely disturbing in charac¬ 
ter and raise larger issues regarding the 
current strategy for planned economic 
development of the Indian economy. 
Some new and more thoroughgoing stra¬ 
tegy both in the field of population and 
economic development appears to be in¬ 
evitable. 

SOVIET AID 

Many countries have generously con¬ 
tributed financial assistance to India 
since 1951. Among them, the USA and 
the USSR stand out as the major donors. 
The fact that these two countries repre¬ 
sent two opposing ideologies should in¬ 
terest research workers to study the pat¬ 
tern and manner of aid these two count¬ 
ries have been providing to India and the 
impact of their aid on the Indian econo¬ 
my. It would also be interesting to ana¬ 
lyse the reasons for the reactions against 
the USA in most aid-receiving countries 
which in fact have been receiving more 
substantial aid from that country than 
from the USSR which with less aid has 
however created more favourable opinion 
about it in aid-receiving countries. 

The author of Soviet Economic Aid to 
India has shown how Soviet foreign eco¬ 
nomic policy does coincide with the ambi¬ 
tions and general objectives of most of 
the developing countries. Supply of in¬ 
dustrial machinery helps to strengthen the 
key branches of their national economies. 
Aid on governmental level, avoidance of 
any private agency, transfers of technical 
know-how without restrictions, interest 
rate and capital repayment concessions 
without reference to hard currency-—all 
these coincide with the needs and aspira¬ 
tions of the developing countries. The 
Soviet Union has also a planned strategy 
to win over the developing countries by 
its foreign aid policy. For example, 
even when the Soviet Union was not in 
need of these commodities, it purchased 
cotton from Egypt, sugar from Cuba, 
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rice from Burmi and fivh from Iceland 
w’uti those countries wire in distress be¬ 
cause the western countries had boycotted 
the purchase of those commodities from 
the respective countries. Also as regards 
patent rights, unlike the western count¬ 
ries, the Soviet Union often transfers to 
the recipient countries the latest techniques 
and processes available in that country 
on the basis of outright sale as compared 
to the basis of annual royalty adopted by 
the western countries. 

major element 

A mi jor element in the granting of finan¬ 
cial aid to developing countries has been 
the east-west rivalry in world politics. 
According to th* author, the Soviet aid 
flowed to a few important countries lead¬ 
ing among them being India, Egypt 
and Indonesia. Egypt has a dominant 
position in the Arab world; India is ex¬ 
pected to have tremendous influence on 
the sub-continent; and Indonesia is ex¬ 
pected to lead south-east Asia. The 
Soviet Union therefore made concerted 
effort to win over these countries through 
its aid. The Soviet Union succeeded in 
getting these countries out of the sphere 
of western dominance, apart from secur¬ 
ing firm foothold in their markets. The 
Soviet aid spurred western countries to 
pour aid in these and other developing 
countries and as a result of the third world 
countries have proceeded more rapidly 
on the path of economic development 
than would have been possible without 
that aid. 

The author has succinctly summarised 
the impact of the Soviet assistance to 
India. According to him, the Soviet 
economic aid to India is based on the same 
foundation on which it is giving aid to 
other developing countries. The change 
over from the revolutionary process of 
socialism to a peaceful economic assis¬ 
tance has come to be accepted as the only 
practicable strategy. This was necessi¬ 
tated by the changed world situation in 
which practically all the former colonies 
had regained their independence and the 
new independent countries did not show 
any sympathy in favour of violent revolu¬ 
tion. The Soviet economic aid aims at 
winning over these newly independent 
countries into its economic and political 
fold. 

According to the author, the Soviet 
economic aid to India has had certain 
special characteristics. The terms of aid 
have been fairly easy with 2.5 per cent 
inteiest rate and repayments spread over 
a fairly long period. It has been also 
bilateral in character. Soviet aid has been 
generally given to develop the basic and 
heavy industries which would in course of 
time free developing countries from the 


monopoly stranglehold of the western 
countries. The Soviet Union extended 
training facilities to local personnel on 
generous terms so that these trained 
people could run the aided projects on 
their own in a short time. Aid and 
trade agreements between India and the 
Soviet Union generally reflect the spirit 
of equality and mutual benefit. 

It would be noted that over 90 per cent 
ofthe9oviet aid has gone to the indus¬ 
trial sector in India. Basic and heavy 
industries received most of the aid extend¬ 
ed. The projects chescn for aid by the 
Soviet Union were comparatively few in 
number, but they were intended to make 
India self-reliant and independent of the 
western monopoly. The sectors chosen 
for aid have been iron and steel, oil, 
drugs, power equipment and mechine- 
building industries. In technology, India 
has taken giant strides due to the Soviet 
assistance. 

The Soviet aid to India and the trade 
agreements eased pressure on foreign ex¬ 
change resources of India to a considera¬ 
ble extent. For example, import of capi¬ 
tal goods from the Soviet Union on the 
basis of rupee payments meant a big re¬ 
lief to hard pressed Indian economy. Be¬ 
sides this, the new Soviet market helped 
India to stabilise prices of traditional 


Indian export^commoditics in international 
markets. 4 

But the author has also pointed out 
that there would have been better pro¬ 
gress had Soviet-aided projects in India 
been more efficiently formulated and exe¬ 
cuted. There was room for ajl round 
reduction of costs in case of most of the 
projects which generally suffered from 
over-capitalisation. More thought should 
have been given to the profitability of the 
projects aided by the Soviet Union. As 
regards the ultimate political objective 
of promoting world socialism through 
peaceful coexistence, it appears that the 
Soviet Union has won over India to its 
side, thanks to its patient and far-sighted 
policies and the short-sighted, politically 
oriented, crude and emotionally charged 
US economic aid policy. The latest 
examples of the nature of US aid 
policy is provided by the proposed cut¬ 
back in aid to those countries which would 
vote against the United States in the 
United Nations! 

The author has produced a well-docu¬ 
mented book on the subject of Soviet 
economic aid to India and has analysed 
various aspects of the aid with academic 
objectivity. This book should help stu¬ 
dents of the Indian economy to view 
Soviet aid in its proper perspective. 


The business of export 

Export — What — When — How: Paras Rana; Published by Anupam Publishers; 
C-3/30 Ashok Vihar-II, Delhi 110052; Pp, 518+ xxix; Price Rs 65. 


Exports form an integral part of an 
economy and it is an axiomatic truth that 
the prospect of growth in national income 
is linked to the prospect for trade. Ex¬ 
ports, obviously, is a categorical impera¬ 
tive for an economy and the questions 
that naturally arise are “What” Where” 
and How, to export. In fact, these arc 
the questions which bedevil everyone 
whether already in the field of export 
marketing or aspiring to enter this new 
and challenging field. 

Marketing overseas calls for more 
sophisticated and scientific techniques 
than for domestic selling. An exporter, 
therefoie, needs not only to know but 
also digest the rules and regulations 
relating to export control and pro¬ 
motional measures, procedural formali¬ 
ties and documentation required in an 
exporting country as also in the countries 
of importation. In the second edition, 
the book “ Export — What—Where—How'\ 
provides a package answer to all these 
apparently easy but intrinsically complex 
issues. lie it on export control, sources 


Reviewed by 
B. Ganpathy Sarnia 

of information on overseas markets or 
customers, elements of export contracts, 
pricing, payment terms, availability of 
raw materials, machinery and spares, fin¬ 
ance, technical and managerial guidance, 
packing, labelling and marketing, proce¬ 
dure and docementation for shipment/air 
freighting and post parcel, negotiation of 
documents, claiming of cash subsidy, 
REP drawback, etc., MDF allocations, 
export houses, and consortia, overseas 
publicity etc, with amendments and chan¬ 
ges up to July 1975, will be found in this 
all-embracing book. 

Steps for exporting, important 
hints and instructions for filling in 
forihs and documents together with their 

S cimen and subject index will, no 
ibt, be of special utility to tne busy 
executives in their day to day operations.. 

In brief, this is a unique and an out¬ 
standing publication which attempts to 
give in one handy and comprehensive 
volume of about 550 pages spread over 
15 chapters and 69 annexures all informa¬ 
tion that an exporter requires. Nowhere 
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else can qne find such a voluminous and 
Variety ot information on the complexi¬ 
ties of export marketing. Mo?cover the 
author has brought to bear on the work 
his rich experience which he has gathered 
by being associated with TDA, IIFT and 

Books 

Tax Planning in Respect of Salaries and 
Perquisites: R. Santhanam; Taxation 
Publishers (P) Ltd, 174, Jor Bagh, New 
Delhi-110 003; Pp. 350; Price Rs. 30 

Taxation of Capital Gains: R. Sant ha- 
nam; Taxation Publishers (P) Ltd, 174, 
Jorbagh* New Delhi-110 003; Pp. 220; 
Price Rs 25. 

Advanced Economic Theory: Micro 
and Macro Analysis: (.Second Revised and 
Enlarged Edition) : P.N. Chopra; Kal- 
yani Publishers, l/l, Rajinder Nagar, 
Ludhiana; Pp. 748; Price Rs 30. 

Pricing Distribution Welfare—A Syste¬ 
matic Survey of Advanced Micro Econo¬ 
mics {Third Revised and Enlarged Edition: 
P.N. Chopra; Kaiyani Publishers; Pp. 
622; Price Rs 25. 


Ctl k S. Hence, it is doubtless this 
publication will serve as an indispensable 
and invaluable book of reference to ex¬ 
porters, export houses, organisations deal¬ 
ing with export marketing and students 
of foreign trade. 

received 

Careers in Medicine and Allied Fields: 
Published by Career Study Centre, Cen¬ 
tral Institute for Research and Training 
in Employment Service (D.G.E. AT.); 
Ministry of Labour and Rehabilitation, 
Government of India, Pusa, New Delhi- 
110001; Pp 166; Price Rs 1.35. 

Service Occupations as a Career: Pub¬ 
lished by Career Study Centre; Pp 53; 
Price Re 0,55. 

Growth of Indian Economy in Socia¬ 
lism: Edited by Ashok V. Bhulcshkar; 
Published for Jawaharlal Nehru Institute 
of Development Studies by Oxford & 
1BH Publishing Co, 17, Park Street, 
Calcutta-f6; Pp 605; Price Rs 80.00. 

Second India Studies: Population: Jaipal 
P. Ambannavar; Macmillan Company of 
India Ltd; Pp 122; Price Rs 8.00. 


Second India Studies: Food : V.M. Rao; 
Macmillan Company of India Ltd; Pp 
117; Price Rs 8.00. 

World Economic Profile: Published 
by the Macmillan Company of India Ltd 
on behalf of Birla Institute of Scientific 
Research, Economic Research Division, 
13, Ring Road, Lajpat Nagar IV, New 
Delhi 110 024; Pp 199; Price Rs 65.00. 

Growth Centres in Raichur (An Integ¬ 
rated Area Development Plan for a Dis¬ 
trict in Karnataka): Lai it K. Sen, R. N. 
Tripathy, Girish K. Misra and Abdul L. 
Thaha; National Institute of Community 
Development, Rajcndranagar; Hyderabad 
500 030; Pp 416; Price Rs 50.CO. 

Perspectives on Tribal Development 
and Administration: Published by the 
National Institute of Community Deve¬ 
lopment; Pp 260; Price Rs 45.00. 

Agrarian Tension in Thanjavur: K.C. 
Alexander; National Institute of Com¬ 
munity Development; Pp 192; Price 45.00. 

Changing Agrarian Relations [in India: 
Published by the National Institute of 
Community Development; Pp 196: Price 
Rs 45.00. 
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IDA Credit for Power 

The Ini'brnationa.l Develop- 
ment Association (IDA), an 
affiliate of the World Bank, 
has approved a US $150 
million* credit to help finance 
a power transmission pro¬ 
ject in India. The project 
will assist in the eventual 
development of an integrated 
power generation and trans¬ 
mission system in the coun¬ 
try. The World Bank has 
been providing assistance for 
power development in India 
for more than 25 ycais, and 
has now made 15 loans and 
credits totaling US $625.5 
million for the sector. 

Major Segment 

The major segment of the 
project forms part of a US 
$505 million programme of 
investment in high voltage 
power transmission during 
the period 1976-79 by the 
four beneficiary state electri¬ 
city boards (SEBS)—those of 
Maharashtra, Gujarat, Bihar 
and West Bengal—as well as 
load dispatch facilities being 
installed by the eastern and 
western regional electricity 
boards. This component will 
consist of about 2,800 cir¬ 
cuit kilometers (km) of 200 
kilovolt (kv) overhead trans¬ 
mission lines, some of which 
are designed for later conver¬ 
sion to 400 kv operation: 
about 15 km of 200 kv and 32 
kv underground cables; and 
equipment to increase the 
aggregate capacity of 30 sub¬ 
stations by about 2,700 mega¬ 
volt-amperes (mva). Also 
included in the project are 
capacitors or synchronous 
condensors to help improve 
system operations, and power 
line carrier communication 
and telemetering equipment 
of further improve existing 


communication and load dis¬ 
patch facilities in the states* 
sytems. 

Another part of the pro¬ 
ject, for which US $30 million 
of the credit has been allo¬ 
cated, will meet the cost in¬ 
creases incurred under the 
Third Power Transmission 
Project approved by IDA 
in Miy 1973. This credit 
helped to finance similar 
transmission investments by 
11 other beneficiaries.: the 
state electricity boards of 
Assam, Karnataka, Kerala, 
Madhya Pradesh, Orissa and 
Tamil Nadu; the Delhi Elec¬ 
tricity Supply Undertak¬ 
ing; the Bsas Construction 
Board; the southern and 
northern regional electri¬ 
city Boards; and the Tata 
Power Company, a private 
company in Bombay. A 
third component of the project 
will support regional and 
national system planning stu¬ 
dies designed to produce a 
long-term plan for power deve¬ 
lopment in India. The IDA 
erdit is for 50 years, including 
10 years of grace, and is 
interest free with a f of one 
per cent service charge to meet 
IDA’s administrative expen¬ 
ses. 

Indo-Bangladesh Trade 

The representatives of the 
government of India and the 
government of the People’s 
Republic of Bangladesh met in 
New Delhi recently to review 
trade relations between the two 
countries in 1975 and to 
assess possibilities of trade 
for 1976. The Indian side 
was led by Dr P.C. Alexan¬ 
der, secretary, Foreign Trade, 
ministry of Commerce, 
government of India and the 
Bangladesh side was led by 
Mr. M. Nurul Islam, secretary. 


ministry of Commerce and 
Foreign Trade, government 
of the People's Republic of 
Bangladesh. The agreed 
minutes of the trade talks 
were signed by the leaders of 
the two delegations. 

There was a review of the 
trade exchanges between the 
two countries during 1975. 
Trade between the two count¬ 
ries was placed entirely on a 
convertible currency basis 
with effect from January, 
1975. Both sides agreed 
that this arrangement should 
continue. It was noted that 
trade had declined in the last 
two years as show in the 
table given below. 

Two Way Trade 

It was also agreed by both 
sides that a greater effort 
should be made to achieve 
higher levels of two way 
trade. During 1975, India 
imported fish of a value of a 
little over rupees one crore. 
With the improved proce¬ 
dures considered, it was 
agreed that India would im¬ 
port fish of a value of Rs 3.5 
crores in 1976. Against the 
existing contract Banglades 
would import from India 
approximately 3.5 lakh ton¬ 
nes of coal upto the end of 
February 1976. Both sides 
considered and exchanged 
views on the proposal for 
long-term arrngements for 
purchase of coal from India 
by Bangladesh. It was agreed 
that a delegation of MMTC 
would visit Bangladesh for 
further negotiations in later 
part of Januaiy, 1976. 

The proposal for long-term 
arrangement for India to 
import newsprint from 
Bangladesh was considered. 
It was agreed that further 
negotiations would be pursued 
by the concerned agenies to 
the countries before July, 1976. 


Hie Bangladesh side offered 
to export 15,000 bales of 
cuttings, habijabi and rejec¬ 
tions in addition to 1.17 lakh 
bales of this grade of jute for 
which contracts had already 
been finalised. The India 
side agreed to take action to 
finalise contracts for this 
quantity. Both sides ap¬ 
proved the draft agreement 
for the conversion of the 
outstanding amount of tech¬ 
nical credit under the Balan¬ 
ced Trade and Payments 
Arrangements into an Inter¬ 
governmental loan repay¬ 
able in instalments by March 
1977. The agreement would 
be signed by the end of Feb¬ 
ruary, 1976. 

Trad* with Pakistan 

An Indian business delega- 
tion led by Mr Vinod Parekh, 
chairman, State Trading Cor¬ 
poration, visited Pakistan 
fiom January 11 in order to 
explore the possibilities for 
expansion of trade between 
the two countries. The visit 
is in response to an earlier 
invitation from the Chairman 
of the Trading Corporation 
of Pakitan. The delegation 
included seven members from 
different public sector organi¬ 
sations including the Steel 
Authority of India Limited, 
the Tea Trading Corporation 
and the Projects and Equip¬ 
ment Corporation. During 
its four-day stay in Pakistan, 
the Indian delegation had dis¬ 
cussions with the various 
authorities. 

Meanwhile, Pakistan has 
agreed to sign a contract for 
an intial order of 5,000 ton¬ 
nes of pig iron from India 
during the visit of the dele* 
gation next week. Another 
initial order for Indian bid! 
leaves is also likely to be for¬ 
mally placed during this 
period. The Indian delega¬ 
tion discussed the possibili- 

li Trade 1973-75 


(Rs in lakhs) 



Imports from 

Exports to 


Bangladesh 

Bangladesh 

1973-74 

1705 

5878 

1974-75 

918 

4217 

July-Dee. ’75 

90 

1650 
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ties for a larger export of 
these commodities. 

GRASILENE : A New 
Versatile Fibre 

Gwalior Rayon, the pioneer 
in the manufacture of staple 
fibre in the country, is legiti¬ 
mately proud of having 
successfully produced on a 
commercial scale Grasilene, 
a high performance man-made 
fibre of cellulose origin deve¬ 
loped after years of research. 
Grasilene has pronounced 
properties of high tenacity, 
low elongation, high wet 
modulus and alkali and water 
resistance, all of which places 
it in the range of polynosic 
type fibres. At the same time, 
its moderated wet modulus 
and specific structural features 
confer high knot and loop 
tenacities and good dyemg 
properties. 

Textile Properties 

In its textile properties 
this new fibre lies midway 
between polynosic and com¬ 
mercial high wet modulus 
fibres but insofar as dimen¬ 
sional stability fi.e. lack of 
shrinkage and alkali and 
water resistance) is con¬ 
cerned, it falls essentially into 
the polynosic group. Because 
of these special properties it is 
found to be most compatible. 
The special wood pulp requir¬ 
ed for the manufacture of 
this fibre has also been deve¬ 
loped by Gwalior Rayons’ 
own pulp plant at Harihar. 

Employing indigenously av¬ 
ailable resources the Company 
has very substantially elimi¬ 
nated foreign exchange that 
would nomally be involved in 
the import of raw matenals, 
technical know-how, plant 
and equipment. The strength 
in wet and dry condition of 
Grasilene is almost double 
that of conventional viscose 
staple fibre along with high 
wet modulus. Fabrics made 
out of this fibre are therefore 
as dimensionally stable as 
those made of pure long staple 
cottofi. This fibre thus offers 
comparable strength and 
dimensional stability along 
with added advantages of 
much improved lustre, drape. 


crease resistance and washing 
ease. Its mixing with cotton 
therefore imparts all the above 
additional qualities to the 
blended cotton yarn, besides 
leading to substantial advant¬ 
ages in the spinning process 
due to its higher production 
efficiency. 

Grasilene is most ideally 


suited for blending with poly¬ 
ester because it has all the 
complementary properties 
such as hygroscopic nature, 
antistatic chaiacter, and so 
on, along with comparable 
strength and elongation. Thus 
Gtasilene comes closer to 
polyester than cotton or poly¬ 
nosic fibres. Fabrics made 
out of a higher percentage of 


Grasilene and lower content 
of polyester not only have 
comparable properties but 
provide more wearing com¬ 
fort. Moreover, such blen¬ 
ded fabrics could be marketed 
at a much cheaper price, as 
the cost of Grasilene is even 
less than onc-third that of 
polyester fibre. Thus there is 
a great potential for mcreas- 
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mg the overall availability of 
p )lyestsr blended fabrics by 
nnking uie of an increased 
production of G.-asilene in 
place of long staple cotton or 
viscose. Fine and superfine 
fabrics made out of cent per 
cent G:asilene are not only 
cheaper but also have better 
drape, crease resistance and 
wash and wear properties com¬ 
pared to fabrics made of the 
relatively much costlier long 
staple cotton. 

Trash Free 

There are also considerable 
economics in fabric manufac¬ 
ture as Grasilene is trash free, 
has better spinning qualities 
and dye aflnity than cotton 
and does not need mercerisa- 
tion. Thus G/asilcne heralds 
a new era in the world of tex¬ 
tiles. It is equal to or stron¬ 
ger than cotton, more com¬ 
fortable than polyester and 
nylon and can be used in a 
large variety of fabrics either 
by itself or in blends with 
cotton or synthetics. In blend 
with cotton it upgrades cot¬ 
ton and in blend with synthe¬ 
tics it removes their deficien¬ 
cies of low absorbency, lack 
of warm feel, static electri¬ 
city and cx:essively high 
price. A regenerated cellu¬ 
lose fibre such as Grasilene 
is mist admirably suited for 
the Indian climate as well as 
for the Indian economy. 

LIC in Rural Areas 

The group insurance scheme 
of the Life Insurance Cor¬ 
poration is getting more popu¬ 
lar. The scheme has now 
been extended and already 
covers the army, the navy 
and the air force. Mr R.B. 
Piadhan, the LIC chairman, 
stated recently that during 
the last three years there 
had been a three-fold in¬ 
crease in the insurance cover 
issued under the scheme. Bidi 
workers in Maharashtra and 
Karnataka, cashew workers 
in Kerala, primary teachers 
and policemen of UP are all 
under the umbrella of group 
insurance today. 

The UC has not, however, 
beep able to make much head¬ 
way in getting rural business. 


According to Mr Pradhan, 
this could be either because 
the rural population is not 
sufficiently aware of the bene¬ 
fits of insurance or that the 
LIC has not been able to 
communicate with them effec¬ 
tively. The LIC chairman 
has ordered a probe into the 
causes so that the corpora¬ 
tion is able to revitalise its 
rural coverage programme. 
During the past two years the 
corporation has been able 
to impose a more effective 
financial control on state 
electricity boards. There ate 
no defaults and, what is more 
important, the practices adop¬ 
ted by some of these boards 
which made their operations 
uneconomic, have now been 
abandoned. 

Individual Business 

Reviewing the performance 
of ths corporation in the 
first nine minths of the year 
1975-76, M* Pradhau pointed 
out that the cor psi at ion's 
individual new business was 
showing a continuously ris¬ 
ing trend with a growth of 
23.6 per cent in the first nine 
imiths of 1975-76 over the 
corresponding period of the 
last year. Ai against the 
buiiness of R* 1038.51 crores 
(individual assurances) the 
corporation has completed 
business of Rs 1283.79 crores 
(individual assurances) as on 
December 31, 1975. In the 
number of policies issued also 
the corporation has shown an 
increase of 15.9 per cent over 
the corresponding period of 
the last year, ie, from 1.099 
million to 1.273 million poli¬ 
cies issued during the first nine 
months of the current year. 

FICCI for Tax Reduction 

The executive committee 
of the Federation of Indian 
Clumbers of Commerce and 
Iain. try (FICCI) met recen¬ 
tly to consider the economic 
factors that ought to influence 
the coming Union Budget and 
to mike suggestions aimed at 
stimulating production, pro¬ 
moting exports and bringing 
enhanced amenities for the 
poor. The FICCI commi¬ 
ttee has noted that the elasti¬ 
city of tax revenues, increase 


in market loans and the volun¬ 
tary disclosure scheme may 
help the exchequer reduce 
the budgetary deficit. But 
these factors were also likely 
to create shortage of finance 
in the system and might aggra¬ 
vate the fall in demand which 
had already hampered the 
industrial growth. 

Drastic Cut 

The committee has made a 
series of proposals calculated 
to realise the whole gamut of 
objectives and advised that 
these should be supplemented 
by a drastic cut in the interest 
rates, which are currently as 
high as 18 to 21 per cent. 
The committee has held that 
the bumper harvest, the fall 
in prices and the unutilised 
industrial capacity gave the 
government a unique oppor¬ 
tunity to step up very subs¬ 
tantially outlays both in 
public and private sectors. 
This will help make up for 
the past shortfalls in plan ex¬ 
penditures and targets and 
also advance per capita in¬ 
comes which had not moved 
up in the last 10 years. The 
FICCI committee has also 
proposed that since the tax 
revenues of the government 
had very substantially moved 
up in the current year, and the 
yield from direct taxes was 
higher in spite of the reduc¬ 
tion in marginal rates of taxa¬ 
tion, the need for additional 
taxation no longer existed. 

Indo-Soviet Protocol on 
Farm Research 

India and the Soviet Union 
signed recently a two-year pro¬ 
tocol on scientific and tech¬ 
nical cooperation in agricul¬ 
ture and animal sciences. The 
protocal will be in operation 
during 1976-77. It was signed 
by Mr M.S. Swaminathan, 
director-general of the Indian 
Council of Agricultural Re¬ 
search and Dr B. Runov, 
Soviet deputy minister for 
Agriculture. A joint meet¬ 
ing of both countries to draw 
up a scientific and technical 
cooperation plan for 1978-79 
in Moscow some time in 
1978 has also been proposed. 

The protocol is in continua¬ 


tion of the agreement signed 
by* both governments in June 
1971 on scientific and technical 
cooperation. It envisages, 
among other things* coopera¬ 
tion in the study and utilisa¬ 
tion of world plant resources 
for breeding farm crops, 
development of high-yielding 
varieties of superior quality 
rice, study of research activi¬ 
ties in fibre science and 
sunflower genetics and produc¬ 
tion technology. 

Export of Zarl Goods 

India’s export earnings 
from zori goods were a little 
over Rs 1.7 crores during 
the year 1974-75. These were 
in the form of zari bordered 
cotton dhoties, handloom and 
silk sarees, zari goods as 
artware, zari thread—real and 
imitation and zari embroidery 
(other than artware). Zari 
bordered handloom and silk 
sarees constitute the major 
area of the exports. These 
brought in the bulk of foreign 
exchange (Rs 70 lakhs). The 
main importers of the variety 
were the UK (Rs 28 lakhs), 
Singapore (Rs 8 lakhs), Kenya 
(Rs 5 lakhs) Italy (Rs 3 lakhs), 
Mauritius (Rs 3 lakhs) and 
Federal Republic of Germany 
(Rs 2 lakhs). 

Export of Spices 

Indian exports of spices 
amounted to 21,390 tonnes 
valued at Rs 23.5 crores in 
the first half of 1975-76. The 
export quantum and value 
were more or less the same as 
in the corresponding period 
of the preceding year. Export 
of pepper, chillies, ginger and 
carry powder, however, regis¬ 
tered increase both in terms 
of quantity and foreign ex¬ 
change earning in the first 
half of 1975-76 compared 
with the same period of the 
preceding year. Exports of 
cardamom were higher in 
terms of earnings but less in 
terms of quantity exported. 

During the period under 
review (April-September, 
1975), the export earning of 
pepper totalled Rs 123.8 
lakhs (9313 tonnes), export 
earning of cardamom was of 
the order of Rs 470 lakhs 
(500 tonns), ginger and tur- 
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meric earnings were Rs 145 
lakhs each (1921 and 3600 
tonnes respectively).. 

The exports of curry pow¬ 
der was In the neighbourhood 
of Rs 54 lakhs while that of 
celery, seed was Rs 55 lakhs. 
The other important exports 
were those of cumin seed (Rs 
49 lakhs), fennel seeds (Rs 
28 lakhs), garlic (Rs 26 lakhs) 
chillies (Rs 29 lakhs). In 1974- 
75 the export earning of spi¬ 
ces amounted to Rs 61.3 
crores as compared to Rs 
55.1 crores in 1973-74. 

Heavy Engineering 
Corporation 

The production of steel 
plant equipment, machine 
tools, iron and steel castings, 
forgings, rolls and molten 
metal by the Heavy Engineer¬ 
ing Corporation, Ranchi, rose 
steeply during the quarter 
September to December 1975. 
Several new records in pio- 
duction were created and the 
volume of production rose by 
38 per cent over the corres¬ 
ponding period in 1974. 

The production in Foundry 
Forge Plant was worth Rs 
7.23 crores during October- 
December 1975 as compared 
to Rs 4.44 crores achieved 
during the corresponding 
period of 1974. The steel 
foundry of the Foundry 
Plant produced 5,506 tonnes of 
molten metal in December as 
against an average production 
of 3,309 tonnes during 1974- 
75. The production of 1,221 
tonnes of shaped steel castings 
in December 1975 has also set 
a new record by turning out 
1,785 tonnes of saleable pro¬ 
duction of machined castings 
and forgings in December as 
against 1,061 tonnes achieved 
during December 1974. The 
production of 283 tonnes of 
rolls in December 1975 touch¬ 
ed a new high. 

In the Heavy Machine 
Building Plant, the produc¬ 
tion during October-Decem- 
ber 1975 increased by 34.5 
per cent over the same period 
in 1974. The important]terns 
of production were for the 
Bokaro and Bhilai steel plants 


and also for other important 
customers like the National 
Mineral Development Corpo¬ 
ration, Bharat Aluminium Co, 
Durgapur Steel Plant, etc. The 
equipments manufactured in¬ 
cluded crushers, sinter cars, 
transfer cars, hammer cru¬ 
shers, wagon loaders and 
excavators. 

Highest Output 

The output of the Heavy 
Machine Tools Plant dur¬ 
ing the quarter was the 
highest so far achieved. Com¬ 
pared to the turnover of 16 
machine-tools valued at Rs 
183.87 lakhs during Octo- 
ber-Decembei 1974, 20 

machine tools worth Rs 186.38 
lakh were produced during the 
last quarter. The plant has 
also manufactured a roll grin¬ 
ding machine for the first 
time in India and thus saved 
Rs 30 lakhs in foreign ex¬ 
change. It has also, manu¬ 
factured eight sets of x oiler 
table assembly for the hot- 
strip mill of the Rourkela 
Steel Plant. 

Increase in Tax 
Collections 

The collection of direct 
taxes during the first eight 
months of the current finan¬ 
cial year, April to Novem¬ 
ber, 1975 recorded an in¬ 
crease of nearly 29 per cent 
over the corresponding period 
last year. The collections 
totalled Rs 852 crores as 
against Rs 761.74 crores. 
The Income Tax and Corpo¬ 
ration. Tax with a total of Rs 
810 crores was higher by 
over 29 per cent over the 
previous year’s figures of 
Rs 627.32 crores. The wealth 
tax which was Rs 26.87 cro¬ 
res during th$ eight months 
last year rose to Rs 34 croies, 
recording an increase of nearly 
27 per cent. The gift tax 
and estate duty amounted to 
Rs 3 crores and Rs .5 crores, 
this year. The central excise 
and customs revenue collec¬ 
ted during the seven months 
from April to October, 1975 
amounted to Rs 3046 crores. 
Out of this the central excise 
revenue acounted for Rs 
2149 crores and Customs re¬ 
venue for Rs 89J crores. 
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COMPANY 

AFFAIRS 


Indian Oxygan 

The Chairman of Indian 
Oxygen, Mr R.C. Hcsketh- 
Jones hopes that the com¬ 
pany will be able to achieve 
better working results dur¬ 
ing the’ current year ending 
September 1976. Produc¬ 
tion of several of the com¬ 
pany's major products still 
remains substantially 4 , below 
the installed capacities*. How¬ 
ever, there are some en¬ 
couraging signs of upturn in 
industrial activity, improve¬ 
ment in power situation and 
easier availability of raw 
materials. The long-term 
prospects will, however, de¬ 
pend largely upon the com¬ 
pany being permitted to deve¬ 
lop and diversify its activities 
significantly in future. 

Technical Collaboration 

The company’s applica¬ 
tion for a technical collabora¬ 
tion agreement with Cryo- 
plants of the UK for manu¬ 
facturing low pressure tonnage 
air separation plants and 
nitrogen generators is under 
the government’s considera¬ 
tion. It has also applied 
for a licence for a major 
diversification project for 
manufacturing castor oil 
derivatives in a notified back¬ 
ward area of Andhra Pradesh. 
When approved, this will 
bring about a significant 
change in the nature of the 
company’s activities. 

The special gases centre at 
Bombay has been commis¬ 
sioned establishing for the 
first time in the country facili¬ 
ties for production of ultra 
high purity gases and special 
gases for sophisticated appli¬ 
cation in industry and 
research. New varieties of 
welding electrodes have been 
introduced to fill gaps in the 
product range. In the medi¬ 


cal equipment field, the com¬ 
pany has introduced a pea- 
diatric ventilator as also a 
simplified and economic 
anaesthetic apparatus. 

Sudarsan Chemical 
Industries 

The turnover of Sudarshan 
Chemical Industries Ltd, 
including exports, increasedj 
to Rs 714 lakhs during the 
year ended June 30, 1975 
against Rs 699 lakhs in the 
previous yeais in spite cf 
recessionary trends. The ex¬ 
ports have also improved by 
about 50 per cent over last 
year, from Rs 56 lakhs to Rs 
85 lakhs. An amount of 
Rs 88 lakhs of capital expen¬ 
diture has been incurred 
during the year 1974-75. 
Its reserves during the year 
has appreciably increased to 
Rs 123.66 lakhs from Rs 
97.39 lakhs of last year. 
This figure compares favour¬ 
ably with the paid-up share 
capital of Rs 100 lakhs. 
Depreciation during the year 
has amounted to Rs 34.60 
lakhs as compared to Rs 
28.64 lakhs of last year. 

Downward Trend 

The net profit however has 
shown a downward trend. It 
declined to Rs 23.70 lakhs, 
recording a fall of Rs 14.45 
lakhs over the picvious year. 
This was due to several ad¬ 
verse factors such as produc¬ 
tion loss on account of long 
lasting power restrictions, 
considerable rise in cost of 
fuel, credit squeeze, levy of 
10 per cent excise duty on 
organic pigments and a host of 
other factors. The directors, 
however, have recommended 
a dividend for the year at the 
rate of 12 per cent which is 
the maximum permissible 
under the Companies Act. 
But the most significant deve¬ 


lopment in the history of the 
company is its conversion into 
a public limited company from 
January I, 1975. 

The company has launched 
on a very extensive expan¬ 
sion programme. The com¬ 
pany is undertaking four new 
projects for the manufacture 
of pigments and inter¬ 
mediates. Ail these projects 
will be established in Roha 
(district Kolaba), an indust¬ 
rially backward area. In 
this connection, three foreign 
collaboration agreements 
have been already finalised and 
approved by the government. 
An application for financial 
assistance for these projects 
has already been submitted 
to various financial institu¬ 
tions and it is under their 
scrutiny. Construction work 
has already started and on 
receiving financial assistance, 
the project work will be in 
full swing. On completion of 
these projects, the company 
will be self-sufficient in im¬ 
portant intermediates, and 
would have also added two 
important ranges of new pig¬ 
ments which are at present 
imported. With the imple¬ 
mentation of this project 
the sales are expected to in¬ 
crease by about four crores 
of rupees. On completion 
of the projects, there will be 
a foreign exchange saving of 
Rs 2.5 crores by way of im¬ 
port substitution ana of Rs 
55 lakhs by way of exports. 

Mysore Paper 

Despite adverse socio-eco¬ 
nomic conditions all-round, 
Mysore Paper Mills Ltd was 
able to achieve a record pro¬ 
duction of 26,000 tonnes— 
2,000 tonnes more than its 
installed capacity during the 
year ended March 31, 1975. 
This was a peak performance 
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an increase by about 16 
pet cent over the preceding 
year. The accounts for the 
year under review reveal that 
turnover, inclusive of excise 
duty, increased to Rs 836 
lakhs as against Rs 585 lakhs 
in the previous year—an in¬ 
crease of 43 per cent and 
gross profit by over 38 per 
cent from Rs 76 lakhs to Rs 
119 lakhs. After providing 
for depreciation of Rs 38.92 
lakhs as against Rs 37.49 
lakhs in the previous year, 
and development rebate re¬ 
serve of Rs 2.87 lakhs as 
against Rs 2.5 lakhs in the 
previous year, the net profit 
after charging Rs 30.14 lakhs 
towards permium on Group 
Gratuity Life Assurance 
Scheme covering all employees 
of the company but before 
taxation, works out to Rs 
77.30 lakhs as compared to 
last year’s figure of Rs 36.09 
lakhs. 


[Improved Working 

Despite its record perfor¬ 
mance and improved working 
results, the constraints 
brought about by the Com¬ 
panies (Temporary Restric¬ 
tions on Dividend) Ordinance 
1974, the need to conserve 
resources with a view to gene¬ 
rate better future prospects 
and the desire to maintain an 
even return on the equity base 
of the company year in and 
year out, have led the direc¬ 
tors to recommend a total 
dividend of 10 per cent (in¬ 
clusive of an interim divi- 
dent of 8 per cent). 

During the year 1974-75 there 
was an acute scarcity of all 
varieties of papers and little 
difficulty was experienced in 
disposing of the papers pro¬ 
duced by the mills. However, 
since April this year with the 
recessionary trends which have 
emerged in the economy, the 
shortage in paper and the 
attendant black market have 
disappeared. The present 
situation in one of reduced 
demand for paper with the 
result, huge stocks are lying 
with all paper mills. How¬ 
ever, it is hoped that with the 
liberalisation in the use of 
papers for calendars and with 
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the increase in the seasonal 
requirement of papers for 
printing books, there should 
be a reasonable improvement 
in the coming months. As 
conditions of a buyers’ mar¬ 
ket have set in, the company 
has evolved a new sales policy 
enabling direct consumer and 
dealer to 'plan their indents 
and despatches leading to a 
systematic programme of 
utilisation and off-take. 


issues of equity and pre¬ 
ference shares of Rs 35 lakhs. 

The company expects to 
make a rapid headway on 
the export front. It is nego¬ 
tiating with Soviet Union for 
export of 30,000 batteries and 
hopes to enter the Iraqi mar¬ 
ket in the near future. It 
has already secured an order 


of 5,000 batteries to Kuwait 
and the first shipment of 1,000 
batteries will be made shortly. 

During the year ended Jure 
30, 1975, the company’s 
sales totalled Rs 17.49 lakhs. 
The working of the company 
during the year has resulted 
in a deficit of Rs 86.24 lakhs, 
after providing Rs 11.22 lakhs 


for depreciation and R& 51.30 
lakhs for development rebate 
reserve. 

DCM Chemicals 

The Monopolies and 
Restrictive Trade Practices 
Commission started a suo 
motu enquiry under the 
MRTP Act against DC.M. 


At the end of the financial 
year under report, secured 
loans have come down to Rs 
66.47 lakhs from Rs 93.06 
lakhs while reserves have gone 
up from Rs 226.05 lakhs to 
Rs 228.73 lakhs. The equity- 
debt ratio has come down 
further from 1:0.26 to 1:0.19. 
There is thus a significant 
improvement in the financial 
soundness of the mills. 

Willard India 

Willard India, which com¬ 
menced commercial produc¬ 
tion of automotive batteries 
in March last, is planning to 
change its product-mix 
following the change in mai- 
ket conditions. The demand 
for automotive batteries for 
light passenger vehicles has 
been considerably affected 
following the hike in prices 
of petroleum products. The 
demand for batteries for 
transport vehicles and in¬ 
dustrial material handling 
equipment, is however, expec¬ 
ted to grow. To cater to 
the change in the require¬ 
ments, the management is 
taking adequate steps to alter 
its product-mix. 

It is also exploring all 
possible avenues for exports 
and initial response is en¬ 
couraging. The diversifi¬ 
cation of product-mix will 
undoubtedly involve setting 
up of additional equipment 
of a balancing nature, the 
cost of which is expected to 
he met from internal resour¬ 
ces. Meanwhile, the cost 
of the company’s project has 
gone up from original esti¬ 
mate df Rs 3.61 crores to Rs 
4.57 crores. The over-run 
in the project cost is being met 
from term-loans and by rights 
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Chemical Works, an under¬ 
taking belonging to Delhi 
Cloth and General Mills Com¬ 
pany Ltd. The undertaking 
is engaged in the manufacture 
and sale of caustic soda. The 
notice of enquiry alleged that 
in the sale and supply of caus¬ 
tic soda the company ap¬ 
peared to be indulging in the 
restrictive trade practice of 
discriminating between actual 
users of caustic soda inter .\r 
is so far as supply was made 
on the basis of past off-take, 
which resulted in the denial 
of supplies to the actual users, 
who nad no such off-take in 
the past. It was stated in 
the notice that this practice 
appeared to have or may 
have the effect of preventing, 
distorting or restricting com¬ 
petition amongst actual users 
of caustic soda. 

After hearing the Director 
of Investigation and the 
Company, the Commission 
allowed the company to put 
into effect a scheme of distri¬ 
bution which would ensure 
that the trade practice was 
no longer prejudicial to pub¬ 
lic interest. 

Actual Users 

The company agreed that 
every month not less than 10 
per cent of the production of 
caustic soda liquid of the 
preceding month would be 
earmarked for distribution 
to actual users who had no 
past off-take of liquid caustic 
soda from the company. The 
actual users were required on 
the first occasion of pur¬ 
chase to produce a certificate 
from the DGTD or the 
Directorate of Industries 
indicating their estimated re¬ 
quirements of caustic soda. 
Consumers were required to 
book orders with the com¬ 
pany with an advance not 
exceeding 10 per cent of the 
price of the order on or be¬ 
fore the 25th day of the pre¬ 
ceding calendar month for 
supply in the next month. 
In case no new consumer 
approached the company in 
this manner or failed to lift 
the supplies within 15 days 
of intimation in writing, the 
company would be free to 
distribute the quantity re¬ 


served for new consumers, 
in any manner it liked. In 
case the orders from new con¬ 
sumers exceeded 10 per cent 
of the production, each 
actual consumer would be 
iven at least one per cent first 
jfore larger orders were 
executed. The new consu¬ 
mers must come from an area 
within 500 kms from the 
factory gate of the company. 
If the production of the 
company fell short of 90 per 
cent of the monthly average 
production of the company 
during the preceding year, 
the company was exempted 
from reserving 10 per cent 
for new consumers. The 
scheme of distribution appro¬ 
ved by the commission is to 
be in existence for three years 
in the first instance and is 
liable to be reviewed at the 
end of that period. The 
scheme comes into force from 
April 1, 1976. 

Kerala State Coir 
Corporation 

The Kerala State Coir Cor¬ 
poration was established in 
1969 by the government of 
Kerala with the main object 
of stabilising the coir industry 
and with a view to ensure 
minimum wages and better 
living contitions to the 10 
lakhs of workers engaged in 
the industi y. The Corpora¬ 
tion is working quite satis¬ 
factorily ever since its incep¬ 
tion. The Corporation has 
drawn upon an ambitious 
programme which include 
among others developing of 
the internal market by open¬ 
ing show rooms in all state 
capitals, including New Delhi, 
diversifying the range of 
production by employing 
modern technology and 
producing fine and flawless 
products by adopting rigid 
quality control measures lor 
which purpose a modern dye 
is proposed to be installed 
during 1976-77 with a capital 
outlay of Rs 35 lakhs. To 
ensure regular and steady 
supply of raw materials the 
Corportion also proposes to 
set up a separate machinery 
for the collection and retting 
of coconut husk. 

At present the industry is 
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mainly dependent in the ex- 
port of coir yarn and pro-* 
ducts. Practically the entire 
exports are in the hands of 
a few merchant exporters who 
exploit about 5000 small 
manufacturers by cutting 
down the purchase price 
drastically which directly and 
indirectly aifects the entire 
working class estimated at 10 
lakhs. Unless drastic steps 
are taken and effective con¬ 
trol is exercised, it is feared 
that the workers will be 
deprived of their legitimate 
earnings. Although the 
Kerala government inter- 
ferred by issuing a timely 
modification under DIR 
for ensuring minimum buy¬ 
ing price to be paid by the 
merchant exporters, it is ap¬ 
prehended that there is still 
an attempt on the part of the 
exporters to sabotage this 
notification. The Corpora¬ 
tion has made an appeal 
to the government of India 
to take appropriate steps in 
order to protect the rights 
and privileges of the workers 
engaged in this industry. 
The Corporation has also 
urged for a national wage 
policy for the coir industry 
in order to avoid migration 
of industrial units from the 
state. 

Gramophone Company 

For the third year in suc¬ 
cession, The Gramophone 
Company of India Limited 
received the Top Exporter* 
award from The Plastics and 
Linoleums Export Promo¬ 
tion Council (PLEXCONCIL) 
simultaneously for the years 
1973-74 and 1974-75. During 
the fiscal year 1974-75, the 
company’s export of records 
and electronic hardwares like 
stereo systems, tuners and 
record players exceeded rupees 
one crore—registering there by 
a more than 100 per cent 
growth over the company’s 
performance four years ago. 

The growing popularity 
of Indian film music abroad, 
the increasing appreciation 
of Indian classical music 
amongst discerning audiences 
overseas, and the opening up 
of new frontiers of business 
in international records in 
Hast European countries, owe 


their success to HMV in no 
small measures. These achieve 
even greater significance in 
view of increase in piracy in 
music in many of the markets. 

The gramophone company 
today exports its products to 
51 countries around the 
world, and carries on its 
quest for newer markets. The 
quality performance of the 
company’s products have 
earned for it new laurels in 
the field of advanced sound 
technology, In its efforts to 
keep pace with the demands 
of the times, HMV have 
branched out into the field 
of exporting musicassettes to 
different parts of the world. 

The Plcxconcil’s recognition 
of the company’s efforts is a 
worthy acknowledgement of 
its over 70 years old tradition 
of excellence and innovations 
in the world of entertainment. 

News and Notes 

Preliminary work on the 
proposed Rs 5-crored alloy 
steel plant near Cochin, to 
be put by up Nimas Export 
Publicity Private Ltd, Bombay 
has nearly been completed. A 
complete project report will 
be handed over to the Kerala 
ministry by Mr Sivaram Nair, 
managing director of Nimas 
Export. 

It will manufacture about 
55,000 tonnes of alloy steels, 
including 30,000 tonnes of 
finished sections and 25,000 
tonnes of Semis, on a 2-shift 
working. The annual value 
of production will be about 
Rs 15 crores. 

For the first time in India, 
the tram cars in 'Calcutta 
will be run by traction motors 
manufactured in the country 
itself. The first set of two 
traction motors, completely 
designed and manufactured 
by the Bhopal Unit of Bharat 
Heavy Electricals Limited, has 
been supplied to Calcutta 
Tramway Company. These 
motors will also be installed 
and commissioned by BHEL 
Engineers. 

All the tram cars in Cal¬ 
cutta are presently equipped 
with imported traction mo¬ 
tors. Tne development and 


supply of traction motors from 
BHEL, Bhopal is a significant 
landmark in the country’s 
bid to eliminate dependence 
on imports of such vital equip¬ 
ment and conserve foreign 
exchange. 

Five public sector financial 
institutions— Industrial Fin- 
nance Corporation of India, 
Industrial Development Bank 
of India, Industrial Credit 
and Investment Corporation of 
Lidia, Life Insurance Corpora¬ 
tion of India and Unit Trust 
of India— have agreed to pro¬ 
vide a total loan of Rs four 
crores to the first jute mill 
of Tripura in the public sec¬ 
tor, scheduled to be commis¬ 
sioned by the middle of next 
year at Badharghat near 
Agartala. 

The jute mill, with an au¬ 
thorised capital of Rs 20 
crores, will have 200 looms 
and an annual production 
capacity of 12,000 tonnes of 
sacking and packages. 

Mr. H.T. Parekh relin¬ 
quished on December 31, 
1975, his office as Executive 
Chairman of The Industrial 
Credit and Investment Corpo¬ 
ration of India Limited. Th'S 
brings to a close an era of 20 
years of his stewardship of 
the Corporation. 

In view of his vast ex¬ 
perience in the fields of in¬ 
dustrial financing and of 
the capital market, the 
Board of Directors of the 
Corporation has appointed 
Mr Parekh Additional Direc¬ 
tor and Chairman of the 
Board. 

Harbour authorities in 
Madras have acquired a 
mechanical oil skimmer to 
quickly recover accidentally 
spilled oil from port waters. 
The skimmer is the Lockheed 
Clean Sweep device which 
will remove more than 150 
liters of spilled oil a minute. 

New Issues 

A joint sectot project has 
been promoted by the Tamil 
Nadu Industrial Develop¬ 
ment Corporation for the 
manufacture of salt and 
marine chemicals from sea 


water, the project under¬ 
taken by Msrthl Crystal 
Salt Company has already 
commenced trial production 
of salt and expects to start 
production of bromine and 
magnesium carbonate by 
September 1976. 

Largest Salt Works 

In terms of production 
capacity the company plans 
to develop one of the largest 
salt works in the country on 
modern lines. The unique 
feature of the project is that 
it will be the first major deve¬ 
lopment in the company that 
will be planned on the latest 
principles of salt pond de¬ 
sign developed in the USA, 
France and Australia. As 
a first stage, the company pro¬ 
poses to establish the follow¬ 
ing capacity per annum: 6alt 
—120,000 tonnes, bromine 
— 380 tonnes and magne¬ 
sium carbonate—360 tonnes. 

The company is scheduled 
to enter the capital market 
on January 29 with a public 
issue of Rs 12.25 lakhs to 
meet a part of the project 
cost. The Tamil Nadu In¬ 
dustrial Development Cor¬ 
poration will take up shares 
worth Rs 6.50 lakhs (26 per 
cent) and joint promoter M.G. 
Venkatesh Mannar, and his 
associates will subscribe to 
shares worth Rs 6.25 lakhs. 
The company's plant set up 
near Madras is assured of ade¬ 
quate water for the manu¬ 
facture of salt. The manage¬ 
ment is also confident of 
marketing the entire produc¬ 
tion of salt and other pro¬ 
ducts in view of the good 
demand in the state. The 
management is confident of 
declaring a maiden dividend 
by 1977. 

Thirani Chemical Limited 
is entering the capital market 
on January 22, with a public 
issue of 1,40,000 equity shares 
of Rs 10 each to raise part 
of the resources required 
for the setting up of a project 
for the manufacture of 
4,950 tonnes per annum of 
activated and precipitated 
calcium carbonate in the 
Paonta industrial area of 
district Sirmur, Himachal 
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Pradesh, a notified backward 
area. Tae entire public issue 
is underwritten. 


Calcium Carbonate is a 
widely used industrial che¬ 
mical which finds application 
in various industries such as 
rubber, tyres and tubes, syn¬ 
thetics, electric insulation, 
pharmaceuticals, paints and 
polishes, printing inks, cos¬ 
metics, shoe dressings, PVC 
designs and components 
and cables. A market sur¬ 
vey has revealed that the 
country’s production of cal¬ 
cium carbonate increased 
from 8,640 tonnes in the year 
1965 to 16,000 tonnes in the 
year 1974. The estimated 
demand for calcium carbonate 
is, however, expected to in¬ 
crease up to 50,000/55,000 
tonnes in the year 1978 79, 
according to DGTD, in view 
of the overall increase in the 
number of consumer in¬ 
dustries. Even considering 
the optimum utilisation of 
the existing installed capacity 
in this industry, there would 
still remain a gap between 
the demand and the supply 
position of calcium caibo- 
nate. The company, there¬ 
fore, does not foresee any 
marketing problem. 


The Directors hope that 
even on the basis of conser¬ 
vative estimates, the products 
of the company will yield 
assured returns. Barring un¬ 
foreseen circumstances, the 
directors hope that, the com¬ 
pany will be able to pay a 
reasonable return to the in¬ 
vestor, within a reasonable 
period of commencement of 
commercial production. 

The company has made 
substantial progress in the 
implementation of the pro¬ 
ject. Commercial produc¬ 
tion is expected to commence 
by the middle of 1976. The 
project is estimated to cost 
Rs 59 lakhs and is proposed 
to be financed by equity share 
capital of Rs 22 lakhs, term 
loan from Himachal Pradesh 
Financial Corporation of Rs 
27.05 lakhs, central cash 
subsidy of Rs 7.65 lakhs and 
subordinated unsecured loan 


from promoters of Rs 2.3 
lakhs. 

Meena Air Products pro¬ 
poses to enter the capital 
market sometime in March 
with a public issue of 2.34 
lakh equity shares of Rs 10 
each and 6,000-11 per cent 
cumulative redeemable pre¬ 
ference shares of Rs 100 each 
at par. The entire public 
issue has been underwritten 
by financial institutions and 
a bank. The proceeds of the 
issue will be utilised for 
financing partly the com¬ 
pany's Rs l. 20 crore pro¬ 
ject being set up at Taloja in 
Kolaba district of Maha¬ 
rashtra. The company holds 
an industrial licence for 
manufacturing nine lakh cubic 
metres of oxygen and l. 50 
lakh cubic metres of dissolved 
acetylene gas. Orders for 
the plant and machinery requi¬ 
red the oxygen plant have 
been placed with Bharat Heavy 
Plates and Vessels, Visakha- 
patnam and for the dissolved 
acetylene plant with Indian 
Oxygen which arc expected 
to arrive shortly. 


86.10. $00 (including Rs 5$,$80 
to the foreign collaborators) 
for cash at par. Out of this, 
shares worth Rs 85,50,520 
will be offered to the general 
public by a prospectus. The 
purpose is to meet a part of 
finance required for the manu¬ 
facture of power transformer. 

Simon-Carves India Limi¬ 
ted Iras been accorded con¬ 
sent, valid for three months, 
to capitalise Rs 30 lakhs out 
of its general reserve and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of one bonus share 
for every two equity shares 
held. 

The Surat Electricity Co 
Limited, a public company 
having a subscribed capital 
of Rs 124,19,300 has been 
accorded consent for issue 
of further capital of Rs 25 
lakhs in equity shares of Rs 


100 each for eash at par, to 
thq state government of Guja¬ 
rat. The . proceeds will be 
utilised for meeting a part of 
the capital expenditure on 
power development for 1975- 
76. The consent order is 
valid for 12 months. 

a 

Facit Ada Limited, Mad¬ 
ras, a public limited com¬ 
pany, registered in the state 
of Tamil Nadu and having 
a paid up equity capital of 
Rs 30 lakhs has been granted 
consent, valid for a period 
of three months for issue of 
bonus shares worth Rs 14 
lakhs and further issue of 
cash rights equity shares of 
Rs 61 lakhs, respectively. 
The proceeds of the issue of the 
rights equity share shall be 
utilised to meet a part of the 
expansion programmes to be 
undertaken at the existing 
project situated at Saidapet, 
district. Chinglcput, Tamil 
Nadu. 


Dividends 


(per cent) 


Capital and Bonus Issues 

Co-iscnt has been granted 
to five companies to raise 
capital of about Rs 2.64 
crorcs. The details were as 
follows: 

South India Chemicals and 
Fertilisers Ltd has been accor¬ 
ded consent valid lor three 
months, to capitalise Rs 
50,000 out of its general re¬ 
serve and issue fully paid 
equity shares of Rs 10 each 
as bonus shares in the ratio 
of one honu'> share for every 
two equity shares held. 

Transformers and Electri¬ 
cals Kerala Limited has com¬ 
municated to government of 
its proposals to issue capital 
under clause (5) of the Capi¬ 
tal Issues (Exemption) Order, 
1969 for Rs 133.48 lakhs (ex¬ 
clusive of the capital al¬ 
ready raised) in the 13,34,800 
equity shares of Rs 10 each 
out of which Rs 47,37,500 
will be isued against supply 
of plant and machinery to 
the company's foreign colla¬ 
borators and the balance of Rs 


Equity dividend 
declared for 

Name of the company Year ended - 

Current Pre¬ 
year vious 
year 


Higher Dividend 

Fit Tight Nuts, Bolts 

Sep. 

30, 

1975 

19.0 

12.0 

Kirloskar Cummins 

Sep. 

30, 

1975 

15.0 

12.0 

Paper products 

July 

31, 

1975 

10.0 

7.5 

International Computers 

Sep. 

30, 

1975 

11.0 

6.0 

Bell Graphic Recording 
Charts 

June 

30, 

1975 

8.0 

3.0 

Arlabs 

June 

30, 

1975 

8.0 

Nil 

Same Dividend 

Precision Bearings India 

Aug. 

31. 

1975 

12.0 

12.0 

Automobile Products of 
India 

July 

31, 

1975 

Nil 

Nil 

Reduced Dividend 

Dewan Bahadur Ram- 
gopal Mills 

June 

30, 

1975 

Nill 

2.0* 


•In addition to a two-for-three bonus issue. 


EASTERN ECONOMIST 


168 


JANUARY 23 , 1976 




RECORDS 

AM 

STATISTICS 


Finances otytate 
governments: 
197576 

THb Reserve Bank of India 
Bulletin for the month of Sep¬ 
tember 1975 presents a special 
analysis covering finances of 
state governments in 1975-76; 
it is prepared by the Division 
of Fiscal Analysis of the 
Economic Department. It is 
shown that the bulk (84 per 
cent) of the direct expenditure 
of state governments on goods 
and services is financed by 
those resources over which 
the state governments have a 
measure of control and in 
which they have a statutory 
share. The study in its first 
part, given in full below, comes 
to the conclusion that the base 
of the states’ own tax and 
non-tax revenue receipts needs 
to be strengthened. 

It may be recalled that the 
budgets of the state govern¬ 
ments for 1974-75 were framed 
in the background of severe 
inflationary pressures in the 
economy and the immediate 
thrust of budgetary policy was, 
therefoi e, to contai n the growth 
of expenditure and mobilise 
additional resources on a large 
scale. The rising trend in pri- 
[ ces which continued during the 
first six months of 1974-75, 
strained the finances of the 
state governments by raising 
the cost of developmental acti¬ 
vities and making it necessary 
for them to pay additional 
dearness allowance to their 
employees. 

The budgetary position 
of some states was 


also ^affected on account of 
droughts and floods. To miti¬ 
gate the strain on their finan¬ 
cial position states took further 
measures for mobilising addi¬ 
tional resources during the 
post-budget period which yiel¬ 
ded about Rs 84 crores in 1974- 
75; together with the measures 
already taken by the state go¬ 
vernments in 1974-75 budgets 
(yielding Rs 164 crores) they 
would yield Rs 248 crores of 
additional revenue in 1974-75. 
If Rs 110 crores raised by the 
state electricity boards and 
road transport corporations 
are also included, additional 
resources mobilized by the 
states would amount to Rs 358 
crores in 1974-75 and Rs 540 
crores in a full year. Over the 
five year period of the fifth 
Plan, these measures are esti¬ 
mated to yield almost the full 
plan target of Rs 2550 crores 
for additional resource mobili¬ 
sation set for the states. In 
addition to increasing their re¬ 
sources, states also took steps 
for effecting economies in Plan 
and non-Plan expenditure. As 
a result, states could keep their 
overall budgetary position 
more or less within their ori¬ 
ginal anticipation. 

Improved Position 

The revised estimates 
for 1974-75 show la sur¬ 
plus of Rs 58 crores 
against the budgeted surplus of 
Rs 29 crores (Table I). This 
shows a considerable impro¬ 
vement in the budgetary posi¬ 
tion of state governments when 
viewed in the background of 
an actual deficit of Rs 226 
crores in 1973-74. The cau¬ 
ses of this improvement in the 
financial position are analysed 
below. 

While the aggregate receipts 
of state governments at Rs 
8,611 crores were higher by 7.2 
per cent as compared to 1973- 


74, disbursements at Rs 8,553 
crores showed a smaller rise 
of 3.5 per cent. The major 
item in the improvement of 
receipts was states' own re¬ 
venue receipts which showed a 
rise of Rs 577 crores (16.7 per 
cent); on the other hand, the 
transfer of resources from the 
centre in the form of shared 
taxes and grants showed a 
modest rise of Rs 142 crores 
(6.8 per cent) over 1973-74. 
States own tax receipts, which 
were estimated to rise by 8.3 
per cent, actually recorded an 
impressive growth rate of 19 
per cent. The higher growth 
in states' own tax receipts re¬ 
flects partly the effect of the 
additional measures taken dur¬ 
ing the year and partly the 
consequence of a sharp rise in 
general price level on the yield 
from states’ taxes on commo¬ 
dities and services. 

Increase in Taxes 

States’ own non-tax 
receipts recorded an increase 
of 12.2 per cent over 
1973-74, more or less same 
as envisaged in the budget esti¬ 
mates. On the other hand, 
states’ share in central taxes 
increased by 5.4 per cent as 
against a rise of 9.6 pei cent in 
1973-74. The grants-in-aid 
from the centre were higher 
by Rs 79 crores over 1973-74. 
Compared to 1973-74, states 
received Rs 350 crores more 
under the statutory grants in 
pursuance of the recommenda¬ 
tions of the sixth Finance Com¬ 
mission; there was, however, a 
sharp decline in grants for 
other non-Plan purposes main¬ 
ly due to discontinuation of ad 
hoc assistance for meeting the 
expenditure on relief works on 
account of natural calamities. 

While the revenue receipts 
recorded a considerable rise 
over 1973-74, capital receipts 
were lower by Rs 143 crores 
(5.8 per cent) over 1973-74. 
This was mainly due to a 
decline of Rs 379 crores 
(24.4 per cent) in loans from 
the centre; states’ capital re¬ 
ceipts from other sources were 
on the other hand higher by Rs 
233 crores (25.4 pei cent). 
States borrowed Rs 309 crores 
(gross) from the market as 
compared to Rs 166 crores 
(gross) in 1973-74,. However, 


net market borrowings were 
higher by only Rs 44 crores. 

As regards loans from 
the centre, while those 
for Plan purposes were 
higher than in 1973-74, 
there was a sharp decline 
in non-Plan loans since both 
the schemes of special accom¬ 
modation for covering the 
gap in resources and ad hoc as¬ 
sistance for meeting the expen¬ 
diture on natural calamities 
were discontinued. Net trans¬ 
fer of resources from the cen¬ 
tre to the states in the form of 
loans, grants-in-aid and states’ 
share in central taxes showed 
a rise of 7.0 per cent (Rs 191 
crores) over 1973-74 as against 
a decline of 3.8 per cent (Rs 
108 crores) in 1973-74. These 
transfers constituted 35.9 per 
cent of total receipts of state 
governments in 1974-75 where¬ 
as in 1973-74 these accounted 
for 38.3 per cent of total re¬ 
ceipts. If, however, states share 
in central taxes and statutory 
grants from the centre are 
excluded from the total amount 
transferred from the centre on 
the ground that they represent 
amounts which are due to sta¬ 
tes, then the transfers from the 
centre would account for 14.8 
per cent in 1974-75 as against 
19.8 per cent in 1973-74. 

Lower Repayments 

As already noted, the in¬ 
crease in aggregate receipts ex¬ 
ceeded that in aggregate dis¬ 
bursements. However, ag¬ 
gregate disbursements which 
were expected to decline by Rs 
141 crores (1.7 per cent) accor¬ 
ding to budget estimates ac¬ 
tually increased by Rs 292 cro¬ 
res (3.5 per cent) over 1973- 
74. The repayment of loans 
to the centre at Rs 506 crores 
was lower by Rs 428 crores 
(45.8 per cent) as compared to 
1973-74). Thd smaller repay¬ 
ment of loans to the centre was, 
as mentioned earlier, due to 
rescheduling of their outstand¬ 
ing debt to the centre which 
gave them a relief of Rs 492 
crores in 1974-75. The deve¬ 
lopmental outlay (comprising 
broadly expenditure on social 
and community services jmd 
economic services on revenue 
and capital accounts) showed 
a rise of Rs 385 crores (8.2 per 
cent) over 1973-74. Due to 
severe drought in some sta- 


eastbrn Economist 


169 


JANUARY 23 , 1976 



tes, expenditure on relief works and advance* by state govern- 1974*75 as compared to 44.1 particularly in the core sec* 

increased from the budgetary ments to third parties contri- per cent in 1973-74. (Table I) s tott of irrigation and 

provision of Rs 71 crorcs to buted a rise of Rs 207 crores The impact of the monetary, Accordingly, the-Plan outlay 
Rs 119 crores; but this was (34.3 per cent) over 1973-74. fiscal and administrative mea- ** W75-78 has bdrt *ttpf#d 
much lower than in 1973-74 A sharp rise in loans and ad- sures taken by the central up by Rs 594 crores (28.1 per 
(Rs 372 crores). Expenditure vances of state governments government in August 1974 ce nt ) to Rs 2711crore«, On 
on relief works on account of to state electricity boards was to curb inflationary pressures top of a record mobilization 
natural calamities was hither- mainly for power projects. The in the economy was discerni- of additional resources of Rs 
to considered as non-devclop- non-developmental outlay was ble towards the beginning of 248 crores in 1974-75 states 
mental expenditure, but under marginally higher by Rs 37 the year 1975. When the bud- announced in their budgets for 
the new budgetary classifica- crores (1.9 per cent) over 1973- gets for 1975-76 were framed, 1975-76 fresh tax measures 
tion this expenditure is class;- 74 as against an increase of the general price situation yielding an additional leve¬ 
lled as developmental expendi- Rs 295 crorcs (18.4 per cent) had shown some improvement nue of Rs 83 crores. 
ture as a major portion of this in 1973-74. and j n respect of a few com- At 1974-75 rates of taxa- 

expenditurc is spent on deve- modifies a decline had set in. tion, as many as sixteen states 

lopmental activities like con- As a result of substantial However, the economy had presented deficit budgets 

struction of roads, minor irri- improvement in states own still considerable inflationary (Table II), the deficit ranging 
gation etc. If we exclude the resources, states could, after potential. In this perspective, from Rs 39.3 crores in the case 
outlay on relief works for the meeting their non-develop- the state budgets were framed of Madhya Pradesh to Rs 0.3 
sake of comparison, the deve- mental expenditure and trans- to achieve the double objec- crore in the case of Orissa, 
lopmental outlay in 1974-75 fers for non-developmental tive of imparting further stabi- Of these sixteen states, while 
would show a rise of Rs 638 purposes, finance 51.1 percent lity to economy and accelerat- eight states left their deficits 
crores (14.8 per cent) over of developmental expenditure ing the pace of developmental uncovered, seven states pro- 
1973-74 as against an increase and loans to third parties ioi activities. This implied that posed measures to cover a 
of Rs 552 crores (14.6 per cent) developmental purposes from investment had to be increased part. Nine states have pro¬ 
in the previous year. Loans their own resources during selectively and concentrated posed new measures which 

Table I 



Overall Budgetary Position of States 



(Rupees crores) 


1973-74 

1974-75(BE) 

1974-75 (RE) 

1975-76 (BE) 


(Accounts) 

Amount 

Variation 

Amount 

Variation 

Amount Variation 




over 


over 

over pre¬ 




previous 


previous 

vious year 




year(%) 


ycar(%) 


(%) (RE) 

1 Aggregate Receipts (A-f-B) 

8035 

7946 

—1.1 

8611 

+7.2 

9068 

+5.3 



(8149) 

(+1.4) 



(9247) 

(+7.4) 

A. Revenue Receipts (i+ii) 

5552 

5897 

+6.2 

6271 

+13.0 

6800 

+8.4 



(6100) 

(9.9) 



(6979) 

(+H.3) 

(i) States’ Own Revenue Receipts (a-(-b) 

3452 

3622 

--4.9 

4029 

-1-16.7 

4397 

+9.1 



(3786) 

(+9.7) 



(4535) 

(+12.6) 

(a) Tax Receipts 

2305 

2364 

+2.6 

2742 

-1-19.0 

3001 

+9.4 



(2497) 

(+8.3) 



(3133) 

(+14.3) 

(b) Non-tax Receipts 

1147 

1258 

+9.7 

1287 

-1-12.2 

1396 

+8.5 



(1289) 

H-12.4) 



(1402) 

(+8.9) 

II. Resources Transferred from the Centre (a+b) 2100 

2275 

+8.3 

2242 

| 6.8 

2303 

+ 7.2 



(2314) 

(+10.2) 



(2444) 

(+9.0) 

(a) Shared Taxes 

1163 

1197 

+2.9 

1226 

+5.4 

1324 

+8.0 



(1236) 

(+6.3) 



(1365) 

(+U.3) 

(b) Grants from the Centre 

037 

J078 

+15.0 

1016 

+8.4 

1079 

+6.2 

B. Capital Receipts (i-f-ii) 

2483 

2044 

•1-17.5 

2340 

—5.8 

2268 

—3.1 

(i) States’ own Capital Receipts 

030 

1015 

|-9.1 

1166 

-1-25.4 

1125 

—3.5 

Of which: Market Borrowings (gross) 

J{>6 

265 

1-59.6 

309 

+86.1 

291 

—5.8 

(ii) Loans from the Centre (gross) 

1 553 

1034 

+33.4 

1174 

—24.4 

1143 

—2.6 

II. Aggregate Disbursements 

8261 

8120 

-1.7 

8553 

-1-3.5 

9237 

+8.0 

Of which: 








(la) Developmental Outlay (i-f-ii) 

46)6 

4906 

-1-4.5 

5081 

+8.2 

5526 

+8.8 

(i) Social and Community Services 

242<8 

2443 

+0.6 

2521 

+3.8 

2639 

+6.7 

Of which: Expenditure on Natural Commodities 372 

71 

—80.9 

119 

—68.0 

99 

—16.8 

(ii) Economic Services 

226S 

2463 

+8.6 

2560 

+12.9 

2837 

+10.8 

(b) Non-developmental Outlay 

1880 

1908 

+0.5 

1936 

+1.9 

2205 

--13.9 

(c) Repayment of Loans to the Centre 

934 

511 

-45.3 

506 

-45.8 

642 

-26.9 

(d) Loans and Advances to Third Parties 

603 

574 

—4.8 

810 

+34.3 

740 

—8.6 

(e) Repayment of Market Loans 

3 

100 


102 


1 


III. Overall Surplus (+) or Deficit (—) (I-II) 

—226 

—174 


+58 


—169 




(+29) 




(+10) 
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are expected to yield Rs 83 
croresm 1975-76. While most 
of the states have sought to 
raise additional resources by 
increasing rates of taxation 
and enlarging the coverage of 
existing levies four states 
namely, Bihar, Karnataka, 
Maharashtra and West Bengal 
have taken steps to raise re¬ 
sources from the farm sector. 

For 1975-76, aggregate re¬ 
ceipts at 1974-75 rates of taxa¬ 
tion and aggregate disburse¬ 


ments are estimated at Rs 
9068 crores and Rs 9237 cro- 
res, respectively, leaving an 
overall deficit of Rs 169 cro¬ 
res. After taking into ac¬ 
count the additional revenue 
expected from the new mea¬ 
sures proposed in the budgets 
(Rs 83 crores) and upward re¬ 
vision in central sales tax 
rate (Rs 55 crores) together 
with states* share in eentre's 
additional taxation in 1975- 
76 (Rs 41 crores). The deficit 
would be converted into a 


surplus of Rs 10 crores as 
compared to a surplus of 
Rs 58 crores in 1974-75. In 
other words, the combined 
budgetary position of state 
governments in 1975-76 is ex¬ 
pected to be one of balance 
between aggregate receipts 
and aggregate expenditure. 

On disbursements side, ag¬ 
gregate expenditure is expec¬ 
ted to be higher by Rs 684 
crores (8.0 per cent) than in 
1974-75. Developmental out¬ 


lay has been stepped up by 
8.8 per cent. A provision of 
Rs 99 crores has been made 
for expenditure on natural 
calamities as against an expen¬ 
diture of Rs 119, crores in 

1974- 75. Non-developmCntal 
expenditure which had shown 
a nominal rise of L9 per cent 
in 1974-75 would show in 

1975- 76 a sharp rise of 13.9 
per cent. While state govern¬ 
ments* loan assistance to third 
parties is expected to be lower 
by 8.6 per cent, repayment of 


Table II 

Overall Surplus (+) or Deficit (—) of States (Rupees crores) 

1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 1974-75 1975-ttT 

States (Accounts) (Accounts) (Accounts) (Accounts) (Accounts) (BE) (RE) (BE) 


Andhra Pradesh 

-9.8 

—34.3 

—24.8 

Assam 

+20.1 

—5.4 

—9.8 

Bihar 

+1.0 

—17.4 

—16.2 

Gujarat 

Haryana 

+6.0 

+3.8 

—11.5 

—9.8 

.. +2.8 
—26.4 

Himachal Pradesh 

— 

+4.5£ 

—9.8 

Jammu and Kashmir 
Karnataka 

+0.3 

+0.7 

+0.3 

—12.8 

—1.6* 

—36.0 

Kerala 

—5.5 

-9.1 

-36.5 

Madhya Pradesh 

+14.1 

+7.7 

+9.4 

Maharashtra 

-36.3 

—6.8 

+7.8 

Manipur 

Meghalaya 

— 

—1.3 

-0.2 

—7.7 

+0.3 

Nagaland 

Orissa 

+2.9 

+28.0 

+0.3 

+3.6 

—0.4 

—18.9 

Punjab 

+5.5 • 

+10.1 

—3.9 

Rajasthan 

Tamil Nadu 

+10.8 

+5.7 

—46.0 
—15.1 

v-20.8 

—38.9 

Tripura 

Uttar Pradesh 

+26.0 

+10.-7 

+4.3 

—34.3 

West Bengal 

—14.2 

—8.6 

—27.8 

Grand Total 

+59.1 

-141.1 

—289.2* 


f-71.0 

+22.4 

—9.4 

'-8.2) 

—7.0 

—25.2 

+33.0 

-23.1 

+3.1 

(44.6)) 

+22.2 

+0.1 

—44.7 

—45.0 

+18.5 

(+20.1) 

4-18.0 ‘ 

+6.6 

(+25.4) 

— 15.2 

+0.9 

—7.2 

—4.4 

—3.3 

+32.6 

- 10.9 

—12.8 

(-3.9) 

4-4.3 

—10.7 

—4.4 

+8.8 

—1.0 

(+0-9) 

—5.1 

—0.6 

- -0.1 

—7.4 

—8.8 

— 

—1.0 

+54.0 

—7.3 

—4.8 

(+12.4) 

4-15.8 

—26.6 
(- 14.6) 

+49.0 

-22.3 

-2.0 

(+4.7) 

+6.5 

+4.3 

—2.0 

—35.0 

—23.2 

(-22.4) 

+10.9 

—39.3 

(-30.0) 

—3.1 

—32.3 

—65.9(4 
(-35.1) 

+4.2 

—37.3 

(-13.1) 

—6.0 

—2.0 

4-0.4 

— 1.6 


—2.1 

—0.2 

4-1.0 

+2.1 

—0.9 

(-0.8) 

+0.4 

—2.0 

+0.2 

+0.2 

—3.0 

+7.8 

—6.6 

—1.9 

(4-5.9) 

+8.2 

—0.3 

(+0.2) 

+6.2 

-39.5 

— 19.6 
(-1.9) 

4-31.2 

—3.0 

+89.4 

—5.3 

—9.1 

+11.7 

—8.7 

+85.2 

—1.6 

—13.1 

(-3.1) 

—11.9 

-32.3 

(-26.3) 

—6.4 

—10.0 

-2.8 

—5.5 

—2.8 

—4.2 

—16.0 

—4.3 

(+22.5) 

—56.6 

+27.5 

—15.9 

+5.6 

—11.8 

(+12.1) 

+11.2 

— 11.9 
(-0.1) 

+413.9 
'(—7.2)@ 

—225.6 

-174.5 

(—10.5)** 

+57.6 

168.4 

(-85.3X4 


^ Data given here will slightly differ from those given in Annual Report due to revision in figures. 

* This re.ates to the period from 25.1.1971 to 31.3.1971. $ This relates to the period from 21.1.1972 to 31.3.1972. 

@ This deficit is arrived at after excluding net ways and mean assistance of Rs421.1 crores given by the centre tolhestates to 
clear thsir outstanding overdrafts with the Reserve Bank of India as at the end of April 1972. 

** This deficit will be converted into a surplus if the share of states in the additional tax measures proposed by the centie (Rs 36 
crores) is taken into account. 
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loans to the centre would go 
up by 7.1 per cent. Debt 
relief to states on account 
of rescheduling of repay¬ 
ment of loans to the centre 
(according to recommenda¬ 
tions of the Sixth Finance 
Commission) would amount 
to Rs 449 crores in 1975-76. 
The pattern of financing the 
slates’ expenditure indicates 
that there has been a greater 
reliance by states, on their 
own resources rathei than on 
Iinancing their expenditure by 
transfers from the centre. Thus, 
states’ own resources (compris¬ 
ing states’ own revenue and 
capital receipts) arc expected 
to finance 65.9 per cent of the 
net disbursements excluding 
repayment of loans to the 
centre as against 64.6 per 
cent and 59.8 per cent in 1974- 
75 and 1973-74, respectively. 

Total Requirements 

Another way ol looking at 
the states’ finances is to assess 
their total financial requiic- 
inents and the manner by 
which they are financed. For 
this purpose aggregate expen¬ 
diture can be divided into 
three categories viz, (a) direct 
expenditure of the state govern¬ 
ments on the purchase of goods 
and services and transfer to 
local bodies by way of com¬ 
pensation and assignments, (b) 
reduction in financial liabilities 
by way of repayment of loans 
to the centre and financial 
institutions, and (c) increase in 
financial assets by way of loans 
to third parties. On the side 
of receipts, again, a distinc¬ 
tion can be made between the 
receipts over which the states 
exercise some control or in 
which they have a statutory 
shire (i.e. tax receipts includ¬ 
ing share in central taxes and 
non-tax receipts including sta¬ 
tutory grants from the centre) 
on the one hand and outside 
resources (i.c., borrowings, 
non-statulory grants from the 
centre and deposits and ad¬ 
vances) on the other. 

Tabic 111 shows that the 
gap between direct expendi¬ 
ture on goods and ser¬ 
vices as well as transfer to 
local bodies through compen¬ 
sation and assignments and 
tax and non-tax receipts of 


state governments was Rs 
1136 crores in 1974-75 and 
widened to Rs 1213 crores in 
1975-76. If, to this gap are 
added the net amouuts re¬ 
quired to service loans taken 
from the centre and others 
and loans given to third par¬ 
ties, the total financial re¬ 
quirements of state govern¬ 
ments both in 1974-75 and 
1975-76 were Rs 2300 crores 
and Rs 2280 crores, respecti¬ 
vely. The major reason for 
this phenomenon was that the 
increase in gap between ex¬ 
penditure tax and non tax re¬ 
ceipts (referred above) was 
offset to a large extent by a 
smaller (net) amount of loans 
given to third parties. While 
the magnitude of financial 
requirements in both the years 
was almost the same, there 
was a change in the pattern 
of financing these require¬ 
ments. Whrrcas in 1974-75, 
77.4 pjr cent was financed by 
borrowings, a smaller propor¬ 
tion (74.0 percent) is expec¬ 
ted to be so financed in 1975- 
76. 

Lower Borrowings 

Borrowings both from 
the centre and market as well 
as from financial institutions, 
sm.ill savings, etc, arc expec¬ 
ted to be lower. On the other 
hand, non-statutory grants 
from the centre in 1975-76 arc 
expected to be somewhat 
higher than in 1974-75. This in¬ 
crease in non-statutory grants 
from the centre will, however, 
be insufficient to make up for 
reduction in borrowings from 
other sources. Consequently, 
whereas the year 1974-75 is 
expected to end with a surplus 
of Rs 58 crores accc ruing to 
revised estimates, the financial 
transactions of stale govern¬ 
ments in 1975-76 arc expected 
to result in a smaller surplus 
of Rs 10 crores. 

Table HI also provides some 
information on the structure 
of receipts and pattern of ex¬ 
penditure of state govern¬ 
ments. It will be seen that 
about 84 per cent of the direct 
expenditure of state govern¬ 
ments on goods and services 
is financed by those resources 
over which the state govern¬ 
ments have a measure of con¬ 
trol and in which they have a 


statutory share. They have, 
in addition, also to repay the 
loans taken from the centre, 
market and financial institu¬ 
tions and nave to give loans t< 
third parties. Consequently, 
they have to rely heavily on 


borrowings and to lbe extent 
the centre's resources permit, 
on hon-statutory grants from 
the centre. This underlines 
the need to strengthen the base 
of states' own tax and non¬ 
tax receipts. 


Table III 


Financial Requirements of State Governments and their Pattern 
of Financing 

(Rupees crores) 


A. Direct Expenditure on Goods and Services 

1. Developmental Outlay 

2. Non-developmental Outlay 
Total A. (1-4 2) 

B. Compensation and Assignment to 
Local Bodies 

C. Total Direct Expenditure and Trans¬ 
fers to Local Bodies (A |-B) 

D. Tax and Non-tax Receipts 

(i) Tax Receipts (including Share in 
Centre’s Taxes) 

(ii) Non-tax Receipt* (including Statu¬ 
tory Grants from Centre) 

(iii) Funds (Reserve Funds, Contin¬ 
gency Funds, etc.) 

Total D. (i [-ii-(-iii) 

E. Gap b tween Expendiluie and 
Receipts (C- D) 

F. Reduction in Financial Liabilities 

(a) Repayment of Loans to the Centre 

(b) Repayment of Loans to others (ft* 

G. Increase in Financial Assets 
H Total Financial Requirements 

(E+F+G) 

Financed by: 

(i) Borrowings (a to d) 

(a) From the Centre 

(b) From the Market 

(c) From Financial Institutions 
(including loans from long¬ 
term funds of RBI) 

(d) Small Savings, Provident 
Funds, etc. 

(ii) Deposits and Advances (net) 
tiii) Non-statutory Grants from the 

Centre for Plan and Non-Plan 
Purposes 

Budgetary Surplus (+) or Deficit (.—) 


1974-75 

(RE) 

1975-76 

(BE) 

:s 

5086 

5539 

1940 

2206 

7026 

7745 

77 

78 

7103 

7823 

3968 

4498 

1771 

1913 

228 

199 

5967 

6610 

(84.0)* 

(84.5)* 

1136 

1213 

640 

674 

506 

642 

134 

32 

524 

393 

23(H) 

2280 

1781 

1687 

(77.4)£ 

(74.0)£ 

1174 

1143 

(51 .())£ 

(50.I)£ 

309 

291 

148 

119 

150 

134 

45 

35 

532 

568 

(23.1)£ 

(24.9)£ 

4-58 

+10 


♦Figures in brackets indicate percentage of tax and non-tax 
receipts to total expenditure £ Figuies in biackcts 
indicate percentage to total financial rcquiicments, 
©Comprise repayment of market loans, repayment of loans 
to L.I.C., R.B.I. (N.A.C. fund) and commercial banks. 
@@Loans and advances by state governments to third 
parties less recoveries. 
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Ceiling on urban land 

Thb rural lobby within the Parliament as well as in the ruling Congress party had 
been agitating for a long time for the imposition of a ceiling on urban land and pro* 
perty. It argued that Income and wealth in rural areas had been severely restricted 
through ceilings on land in all the states while the urban areas enjoyed extensive 
freedom in regard to the acquisition of land and property. Surely, this anomaly 
could not continue for long. The Urban Land (Ceiling and Regulation) Bill presented 
to the Lok Sabha last week and passed by it on February 2, subjected urban areas to 
certain limitations which would in part meet the objections of the rural folks. 
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An earlier version of the bill which had been circulated some time back had sugr- 
gested a restriction on the ownership of houses beyond a certain built area or vdlue*. 
However, the bill under reference had not touched the buildings or flats which had 
already been constructed. This was a wise step because any such legislation wbuld 
have created numerous intractable problems. The fact that the bill had restricted 
itself to vacant urban land showed that the government was keen to use the avail¬ 
able land in cities and towns for the social purpose of providing shelter to the maxi¬ 
mum number of urbanites whose ranks were swelling every year. 

Not all the towns have been brought within the purview of the bill. Only 73 of 
them—classified in four categories—have been covered on the understanding that 
the problem of housing has acquired an acute form in them. Surely, the other towns 
can be covered later and perhaps in a better way after the authorities have learnt some 
lessons from their experience in these 73 towns. There is not much to quarrel with 
the proposed ceiling of 500 square metres in big cities such as Bombay and Delhi, 
and 2,000 square metres in smaller and growing cities such as Chandigarh and 
Oauhati. These ceilings will certainly eliminate extravagant house-building activities 
and, besides restricting speculative deals, will enable more building land for the 
middle and the lower classes of society. 

The pressure of population had without doubt strained the available urban land 
in this country and some regulation in this regard was certainly called for. The 
demographers had already forecast that urban population would range between 275 
million and 400 million at the end of the current century as against 120 miltibn 
at present. Mere legislation in this regard would not do. Vigorous and honest 
implementation of the provisions of the bill would be needed if tangible benefits are 
to accrue to the sections of society for whose benefit the government has framed this 
legislation. In New Delhi for example the bureauctats currently enjoy the luxury 
of bungalows whose vacant land is more than 10 times the built area. ’ Surely, the 
yardstick applied to the commoner should be used in the case of the privileged classes 
as well. 

The test of the success of this legislation will therefore lie in the zeal with which 
the authorities are able to implement it. The recent history of housing development 
in urban areas under the state-owned organisations is not very encouraging. 
Though there has been a blanket ban on the further conversion of agricultuial land 
into urban land in Delhi and there is a blueprint in the form of a Master Plan for 
the development of the capital, the Delhi Development Authority which had been 
charged with the responsibility to implement the housing development programme 
had little to show by way of achievement. Only after June last year; it swung into 



action .but more for the demolition of biding societies so that the pace of able urban land is very much limited 
unauthorised (and even authorised) con* construction activity which has already while tite rush of people from villages 
structions than for more construction hurt a large section of vulnerable people to towns continues to br f^jhijE^d. 
for the lower income groups. in the construction industry can be as- But this task .cannot be handled aflfePtl- 

.. sisted. vely through centralised pfennig .or 

The bill has a number of shortcom- through development agencies like the 

ings. For instance, it is not clear how The bill in a way has laid down the DPA whose buildings have so far pro¬ 
marginal excess land lying vacant along dimensions of land which a family can ved to be sub-standard. The initiative 
with present buildings is to be dealt with, have in urban areas in future. It aiso and zeal of individuals as well as the co- 
A hint in this regard was given by Mr puts restrictions on the right of the indi- operative housing societies should be 
K. Raghuramaiah, the union minister for vidual to trade in urban property. Un- mobilised effectively for the solution of 
Works, Housing and Parliamentary derstandably, such restrictions will limit the growing housing problem in urban 
Affairs, who piloted this bill, that a tax evasion of taxes and generation of the areas. Mem legislation in this regard 
might be imposed on vacant urban land black money. What is more, the avail- will not do. 
or on land and buildings which were 
in excess of specified limits. Taxes might 

also be imposed on built areas in excess I—__* ___ I _ 

of specified limits. The bill however V OSTGrillQ in3ll“IT13CI© 

was silent on these questions. Also, 

the maximum payment prescribed for the international conference on Man- in their case could be anticipated to go 
vacant lands ranging between Rs 5 and ma d e Fibres for Developing Countries, up at a more rapid pace because at p ttr 
Rs 10 per square metre is rldicul- organised by the Silk and Art Silk sent it is very low—around just two 
ously low and is highly unjust to fills’ Research Association (SASMIRA) kgs in India and 1.8 kgs in Africa, as 
those who had planned to build their in ^ ca pital about a fortnight ago, in against about 13 kgs in western Europe 
own houses but were not able to do so collaboration with the union ministry and 25 kgs in the United States. The 
for various valid reasons. 0 f Petroleum and Chemicals, has under- limitations on augmenting the produc- 


Surely, the formula for compensating the 
urban land-holders needs to be reviewed. 
Moreover, the suggested mode of compen¬ 
sation needs to be changed because even 
at such low rates, three-fourths of the 
compensation through bonds will be 
highly unjust for the not very rich plot- 
holders in the cities. Even the interest 
rate of five per cent on bonds is hardly 


scored the need for a rapid development 
of the man-made fibres industry in the 
developing countries. The emphasis is 
not misplaced as the fostering of this 
industry is imperative not only for meet¬ 
ing the future clothing needs of the rapid¬ 
ly growing populations of these countries 
but also for enabling them to improve 
their share in world trade. 


tion of cotton, despite the predictable in¬ 
crease in the unit-area yields through 
the application of science and techno- 
logy, would necessitate greater reliance 
on man-made fibres. The growing food 
requirements would be a serious deterrent 
to a marked increase in the area for cot¬ 
ton growing. 

The conference also stressed the reed 


justifiable in view of the fact that the 
Bank Rate in the country is as high as 
nine per cent. 

The restriction on the plinth area of 
new buildings is welcome but an effort 
must be made to accelerate the house¬ 
building activity in urban areas. It is 
common knowledge that in the wake 
of the voluntary disclosure scheme a big 
part of the black money has been sip¬ 
honed off from the market which has 
hurt building activity in many cities. 
Steel and cement are easily available but 
the construction activity has received a 
setback. Surely house building activi¬ 
ties under the auspices of the munici¬ 
pal committees or the states or the state- 
owned institutions will not be able to 
handle this gigantic task. It will be 
necessary to promote cooperative House- 


Taking note of the world population 
projections of the United Nations, which 
suggest that the current population of 
approximately four billion would grow 
to about five billion by 1988 and as 
much as 6.4 billion by 20G0 AD and 
allowing for even a modest increase in 
per capita consumption from 6.7 kgs 
to 7.2 kgs, vthe conference reached the 
conclusion that the clothing require¬ 
ments of the world in the next 25 years 
would go up from about 26 million ton¬ 
nes to 47 million tonnes of all fibres. 

The requirements of the developing 
countries could grow at a faster rate than 
might be the case with the developed 
nations, as besides the rate as well as 
the quantum of population increase in 
these countries being relatively higher, 
the per capita consumption of clothing 


for accelerating the development of the 
man-made fibres industry ih the develop¬ 
ing countries doe to the fact that pollu¬ 
tion problem there was not yet as acute 
as in the developed countries.. The 
developing countries, it was felt, also 
enjoyed such advantages as low wages 
(in some cases with higher skills) and 
larger raw material potential, both in 
terms of crude oil and forest resources. 
Correspondingly, they, of course, did 
suffer from some disadvantages which 
included high cost of raw materials and 
intermediates, high investment costs, 
higher costs of other inputs except la¬ 
bour, dependence on developed count¬ 
ries for technology for processes and 
machineries, lack of organised interna¬ 
tional market intelligence, trade and 
tariff barriers and resources constraints, 
especially on convertible currencies. But 
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these detenent$«1t wasthought, wit not 
m\xf$pwM*bW. A judicious strategy, 
indeed, $pu|d be, worked out. 

.Three options ait available to the 
developing .countries, according to the 
consensus reached at thie conference. 
These are: (1).*where; there, is a signi- 
Scant bast for the production of fabrics 
and garments,, emphasis on growth 
could be in the sector of conversion of 
fibres based on imported raw materials; 
(iO where there is. already a very high 
local demand and there is a developed 
market infrastructure for the produc¬ 
tion of man-made textiles, emphasis cn 
the establishment of facilities could be 
in the weaving, knitting end garment- 
making sectors, followed also by the 
setting up of units for fibre mar.ufecture 
with imported raw materials; and (Hi) 
where the domestic demand does not 
warrant the establishment of synthetic 
fibre intermediates and synthetic fibres 
themselves; development of industry 
could be on regional basis with those 
countries having basic inputs under¬ 
taking the manufacture of fibres to fce 
complemented by the production of 
fabrics and garments in other countries. 

Broadly speaking, the above alterna¬ 
tives can commend themselves to the 
various developing countries accordirg 
to the stage of their development. Our 
country, however, stands in a distinct 
class. We not only have a well- 
developed textile manufacturing industry 
but also have competence to develop 
rapidly the production of fibres from the 
primary stages. An integrated develop¬ 
ment of the man-made fibres industry 
is by no means beyond our scope, only 
if the governmental policies can be attu¬ 
ned to the' opportunities available. 

The fiscal policy of the government 
continues to treat the man-made fibres 
industry as one catering primarily for the 
requirements of the affluent sections of 
society. That is the main reason why 
this industry has been subjected to un¬ 
duly high taxation. The sooner this 
erroneous impression is shed the better 
it would be. The many advantages 
which the fabrics manufactured frem 
man-made fibres enjoy over those made 
from natural fibres—-easy wa&hability, 


durability, finish, etc—are making them 
more and more popular with even the 
poorer sections. High taxation has 
only encouraged anti-social elements to 
smuggle into the country synthetic 
fabrics from abroad. 

Currently nearly 85 per cent of the 
raw material requirements of our textile 
industry are being met by cotton, whe¬ 
ther grown indigenously or imported. 
Cellulosics account for approximately 
nine per cent of the requirements and 
synthetics for about four percent. The 
corresponding shares of the three mate¬ 
rials on global basis are said to be 50 
per cent, 13 per cent and 30 per cent, 
respectively. The importance of syn¬ 
thetics vis-a-vis cellulosics has been low 
in our case for the development of the 
petrochemicals industry here is in the 
nascent stage. This situation should 
improve considerably when the Bongai- 
gaon (Assam) petrochemicals complex 
goes into production. But that should 
not mean that cellolosics can be ignored. 

Considerable scope still exists in our 
country for the growth of the ccliulosic 
fibres industry, notwithstanding the fact 


The appointmemt of the 13-member 
committee to enquire into the jute in¬ 
dustry, announced recently by the govern¬ 
ment of India, would have been un¬ 
necessary if the union ministries of 
Commerce and Finance had given timely 
and sympathetic attention to its pro¬ 
blems. One wonders what new facts 
this committee will find out and what 
new remedies it will suggest, which are 
not already known to the government. 
Mr Bose Mullick, the secretary of the 
.union ministry of Commerce, and Mr 
S.N. Chakravartec, the Jute Commis¬ 
sioner, who are the chairman and the 
secretary respectively of the committee, 
are surely well acquainted with the na 
ture of the problems facing the jute in¬ 
dustry. It seems therefore surprising 
that New Delhi should have decided to 
set up a rather unwieldy committee of 
13 members and asked it to submit its 
report in two parts, one by the end of 


that the growing paper requirements too 
have to be catered for primarily from 
forest, resources. The* overall growth 
in the requirements of the economy can 
be easily met for many years to cpjnc 
only if we are able to improve our forest 
management and make concerted efforts 
at afforestation which are called for nyen 
otherwise in the interest of soil conser¬ 
vation and improving rainfall. The 
state governments have to energise them¬ 
selves; they are the primary agency con¬ 
cerned with the building up of this in¬ 
frastructure. The consumer industries 
can lend a helping hand; they, in fact, 
have been showing willingness to do so. 
But unhelpful policies and irksome pro¬ 
cedures have been acting as a hindrance. 

What is needed is a positive approach 
to the development of our man-made 
fibres industry. Such , countries , as 
Taiwan, South Korea and Hong Kong have 
already made significant headway in 
preparing themselves for the opportuni¬ 
ties ahead. If we tag behind, it will be 
very difficult for us to compete with them. 
The export possibilities alone should spur 
the government to take timely action. 


February and the other by the end of 
March. 

For the past several years, the 
Indian Jute Mills Association (IJMA) 
has been drawing the attention of the 
government as well as of the public to 
the steady deterioration in its financial 
condition and its inability to compete 
effectively in the foreign markets. But 
the government did not seem to have 
taken serious note of the industry’s re¬ 
peated plea for relief. Now that a few 
jute mills have been closed and a few 
more are on the verge of closure, threa¬ 
tening the employment of several thou¬ 
sands of workers, the government has 
awakened to the crisis and has ordered a 
probe into the industry’s problems. 

An analysis of the jute industry’s per¬ 
formance in terms of production, ex¬ 
ports, and domestic consumption in 
the last few years reveals stagnant or 


13 doctors for jute industry 
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declining trends. The total production 
Of jute goods in 1970 was 945,200 ton¬ 
nes while in 1974 it stood at 946,800 
tonnes. The exports amounted to 
609,000 tonnes in 1974 compared to 
591,300 tonnes in 1973 but in 1972 they 
were 640,000 tonnes. Domestic con¬ 
sumption in 1974 was 381,000 tonnes 
against 441,300 tonnes in 1970 while 
the stocks in 1974 at December end 
stood at 114,900 tonnes compared to 
87,400 tonnes at the end of December 
1970. At the end of November 1975, 
the stocks with the mills were 136,000 
tonnes and they increased by another 
1000 tonnes by the end of December. 
The industry’s earnings of foreign ex¬ 
change in 1975-76 are estimated at only 
Rs 228 crores compared to Rs 294 cro- 
res in the previous year. 

In view of these disturbing trends. 
New Delhi should have adopted a series 
of effective measures at the appropriate 
time to improve the prospects of the in¬ 
dustry but the official approach has been 
halting and inadequate. For instance, 
the export duties on carpet backing, 
which ranged between Rs 200 and Rs 750 
per tonne, were lowered to a flat rate 
of Rs 200 per tonne in December 1974 
and were totally abolished in May 1975. 
The expoit duty of Rs 600 per tonne on 
hessian was abolished in June 1975 but 
on sacking the duty is still retained. The 
manner in which the government has 
been imposing and altering the export 
duty has done much harm to the indus¬ 
try. As the chairman of the IJMA 
explained in May 1975, “Apart from 


witfci its back to the wall, can hardly be 
juMified. It is necessary that a prompt 
decision is taken not only for complete 
abolition of duties but also for rendering 
such other assistances as are absolute¬ 
ly necessary to put the jute goods back 
on the competitive footing. Any half¬ 
hearted or halting approach at this junc¬ 
ture would only spell disaster. It is time 
for prompt and bold action”. 

What is even more unfortunate is that 
the industry has not been given adequate 
and timely bank credit. The Reserve 
Bank’s instructions to the banks to relax 
the credit restrictions for jute mills are 
not being promptly and properly car¬ 
ried out. The IJMA said in a press 
note issued on January 16 this year that 
“there is not one instance as yet where 
the margin on bank advances was lower 
than 35 p^r cent or where a mill com¬ 
pany has received higher credit in terms 
of the new inventory norms for finished 
goods suggested by the Reserve Bank.” 
The IJMA observed: “The magnitude 
and intensity of the present financial cri¬ 
sis in the industry due to prolonged un¬ 
economic working on the one hand and 
the year-long demand recession on the 
other is open knowledge. Mill com¬ 
panies are being continually squeezed 
between escalating manufacturing costs 
and rising finished goods inventory. 
Demand recession has hit both export 
and internal sales of jute goods, the lat¬ 
ter being also affected by the general 
credit squeeze which compels consumers 
to operate on minimum inventory. This 


has Inevitably disrupted tne mousuy ■ 
economy with a shattering impact on 
the viability, of many of its units. '• 

Uneconomic working threatens the in¬ 
tire industry with imminent disaster. The 
UMA suggested that the margin On batik 
advances which had been raised to 35 pet 
cent from 25 per cent should be reduced 
to a flat 10 per cent and that the cash cre¬ 
dit limits, fixed about a decade ago and 
frozen in the wake of the squeeze on 
bank advances, should be refixed at high* 
er levels after a realistic assessment of 
current needs. Export promotion has 
been lately getting a great deal of atten¬ 
tion and importance from the govern¬ 
ment of India but here is a major export 
industry whose credit needs are not being 
fully provided. 

While the foreign demand for jute 
goods has remained sluggish, their sale 
within the country has also been far 
from satisfactory. As the latest report 
on Currency and Finance, issued by the 
Reserve Bank of India, says. The rate 
of intake of jute goods by the domestic 
market during the past two years has 
also created some problems for the in¬ 
dustry which is already under strain by 
the export slump. Internal consump¬ 
tion of these goods during 1974 regis¬ 
tered a fall of 14.2 percent on top of a 
fall of 13.7 per cent during 1973. This 
was largely due to the decline in govern¬ 
ment orders for jute manufactures. 

“In a bid to provide some relief to the 
industry and to avoid any loss on account 


marking up of the prices the possibility 
of variation in the rates not only affects 


long-term contracts for purchase of our 
goods but also dissuades the buyers 
from carrying even normal inventories. 
It also provides an umbrella to our com- 
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petitors and helps them to accelerate 
their growth and consolidate their posi¬ 
tion, eroding the base which we have 
built over long years. 

“While the logic of imposing export 
duty on jute goods in the mono¬ 
poly market could be appreciated, 
continuance of duty in com¬ 
pletely changed circumstances, when 
jute is desparately fighting for survival 


, This week twenty three Indian economists 
issued a manifesto protesting against the financial 
policy of the government, whereby the govern¬ 
ment of India continues to finance HMG*s 
purchases in India, although the war has ended 
moro than six months ago. It will be recalled 
tliat when the war in the Far East ended suddenly 
about the middle of August last, within a fort¬ 
night. President Truman issued a directive to the 
Foreign Economic Administration cancelling all 
outstanding lease-lend contracts. Thereupon the 
United States gave a large, generous loan to 


Britain, who, however, complained that they 
should have got much better terms. In India on 
the other hand, Britain continues to extract forced 
loans through inflationary methods at the rate of 
nearly Rs 20 crores per month. This anomalous 
position can be explained only by the entirely 
subservient nature of the government of India. 
After five exhausting years of inflationary finance, 
India is wholly incapable of such continued sacri¬ 
fices, nor can it be any longer justified by the 
overriding requirements of war exigencies. 
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of sales of B-twills to government, an 
agreement was reached between govern¬ 
ment and jute mills on May 20, 1975, 
in terms of which mills were granted a 
14 per cent rise in prices for purchases 
to be contracted by government during 
the five months from May 1975.” The 
industry has urged that the government 
should make long-term purchases in a 
planned manner at economic prices. The 
13-member committee includes the 
Director-General of Supply and Dis¬ 
posals and it is hoped therefore that 
the government's purchase policy will 
be so formulated as to enable to indus¬ 
try to plan its production on a long¬ 
term basis. 


The terms of reference of the com¬ 
mittee have been made too wide. It is 
to probe hot only into the immediate 
problems of the industry such as regu¬ 
lation of production but also into other 
questions like modernisation, diversi¬ 
fication, promotion of research and curb¬ 
ing speculation. It seems doubtfUl if 
the committee will be able to make ,a 
competent and comprehensive study and 
submit its report by the end of March. 
Meanwhile, the government should en¬ 
sure adequate supply of raw jute at fair 
prices and take such other steps as are 
urgently needed to prevent the closure 
of the sick mills and to stop more mills 
from falling sick. 


A thought for the seaman 


THb recent annual meeting of the In¬ 
ternational Shipping Federation Council 
was held In Bombay; it was for the 
first time that it met outside Europe. 
However, it was held at a time when the 
shipping industry all over the world was 
facing a depression precipitated by a sud¬ 
den hike in the crude oil prices. A 
pause in the rapid growth witnessed in the 
past decade had put considerable strains 
on certain sections of this industry. In 
fact the setback came at a time when 
the developing nations were earnestly 
engaged in building up their maritime 
fleets as well as the related infrastructural 
facilities. 

An important issue that came to light 
at this meeting was regarding the Indian 
seamen employed with foreign shipping 
companies. The participants were satis¬ 
fied to note that bilateral machinery had 
been evolved to negotiate terms and 
conditions of employment of Indian sea¬ 
farers between the national unions of 
seafarers and the employers including 
foreign shipowners. 

At present there are nearly 40,000 
Indian seamen working for the foreign 
shipping lines. AU of them are not per¬ 
manently on the seas. They are recrui¬ 
ted for a specific period, mostly for the 
duration of a voyage which lasts around 
six to eight months, after which they 
are allowed to stay back. In this man¬ 
ner, of the nearly 40,000 seamen, at one 
time nearly 26,000 are working with the 


foreign shipping lines. They are re¬ 
cruited mostly from Bombay and Cal¬ 
cutta, where their registers have on the 
rolls around 29,000 and 11,000 seamen 
respectively. 

The 1LO had recommended a mini¬ 
mum level of wages for seamen which 
was found substantially higher than the 
wages paid by the Indian shipping com¬ 
panies. It was felt that these wages 
would disturb the wage structure of the 
Indian shipping companies and would 
create problems because of discontent¬ 
ment among the Indian seamen. Con¬ 
sequently the government arrived at an 
understanding with the National Unions 
of Seamen's Association and Inter¬ 
national Federation of Transport Wor¬ 
kers, which broadly laid down that 
the foreign shipping companies would 
pay the same wages to the Indian seamen 
as they received from the Indian shipping 
companies. The foreign shipping com¬ 
panies would deposit the difference bet¬ 
ween the wages recommended by the 
ILO and those actually paid to the 
Indian seamen, into a common fund 
with the Seamen’s Welfare Fund Society. 
This contribution received up to the end 
of 1975 had already accumulated to Rs 
6.11 crores. This fund was being utili¬ 
sed to finance the long-term welfare 
schemes for the Indian seamen and their 
families. A scheme already in opera¬ 
tion provided cash assistance to all Indian 
seamen during their periods of unem¬ 


ployment under certain conditions pres¬ 
cribed in consultation with shipowners 
and Indian seamen. Approximately 
Rs 300 per month was made available 
to these seamen during their period of 
unemployment. 

These welfare schemes, which were 
still in the process of being formulated 
were likely to include, old age and dis¬ 
ability pension, medical benefit and chil¬ 
dren’s education, apart from the unem¬ 
ployment benefit already being made 
available. The aim of the scheme was 
to evolve long-term benefits of perma¬ 
nent nature. The effort would be to uti¬ 
lise a minimum amount of capital, and 
to run the schemes largely on interest, 
so that over the years capital would 
accumulate and, the schemes would 
become self financing. 

The council was also conscious of 
the discussions in the ILO regarding the 
codification of social provisions, some 
of which were already in operation in 
the majority of maritime nations. The 
council rightly felt that it should not 
be forced to adopt unrealistic standards 
having requirements which went be¬ 
yond the practice of even the most ad¬ 
vanced maritime nations. Moreover, it 
wanted to ensure that the international 
instruments that were adopted paid due 
regard to the developing nations and the 
shipping industries of such countries 
were not exposed to the risk of having 
their operations labelled as Sub-standard 
simply because standards had been adop¬ 
ted which were unrealistically high, and 
which could not be expected to be met. 

The international community of ship¬ 
pers was able to evolve in 1974 a code of 
conduct for liner conferences in order to 
safeguard the interests of the develop¬ 
ing maritime nations. The code of 
conduct referred to the reservation of a 
certain share of international trade for 
tlie shipping companies of developing 
countries. Evidently an international 
instrument which sought to govern 
complex relations between shippers, 
shipowners and the governments could 
not be ideal in all respects. Neverthe¬ 
less, any progress in the direction of 
understanding between the developing 
and developed maritime nations was 
welcome. 
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Capital's Gamdors 

R. C. ilmmat 

Preventing sickness in industry * Balco's plans 
and progress • Cement availability 


Recognising the fact that preventive 
action can yield much more wholesome 
results than curative measures after an 
industrial unit has grown sick, the union 
minister for Industry and Civil Sup¬ 
plies, Mr T.A. Pai, proposed a three¬ 
pronged monitoring system to identify 
incipient and ailing undertakings so 
that the necessary remedial action can 
be taken well in time to prevent their 
ultimate closure or take-over by the state. 

Addressing industrial consultants 
and representatives of financial institu¬ 
tions here last week, he stressed that 
they could play a great role in the identi¬ 
fication of sickness in industry. Along 
with the public directors on the boards 
of management of industrial units and 
the technical authorities and state direc¬ 
torates of industries to whom industrial 
undertakings were expected to submit 
periodically production returns, they 
could furnish to the government timely 
information about the deterioration in 
the working of an enterprise. On the 
basis of these reports, the government 
could expeditiously initiate remedial steps. 

revival strategy 

Mr Pai also indicated that some legis¬ 
lative measures might have to be taken 
to enforce changes in the capital struc¬ 
ture or managements of the “unwilling 
clients”. The revival strategy, he poin¬ 
ted out, of course, had to be selective 
because the history of industrial deve¬ 
lopment in advanced countriies had de¬ 
monstrated that some industrial units 
had to die in course of time and there 
was no use shedding tears over them. 
He, however, emphasised that care had 
to be taken to save undertakings from 
growing sick, particularly if they were 
engaged in the production of critical 
items or the cost of rehabilitating them 
compared favourably with the setting up 
of new units in the lines concerned or if 
the number of workers involved was 
quite large. 

Mr Pai has also envisaged a much 
larger role for the banking institutions 
in preventing sickness of industrial units. 


He has urged them to set up a reserve 
fund for extending loans to the sick 
units at concessional rates. Further, 
they could also consider freezing of in¬ 
terest on investments in a unit which 
had gone sick in order to save it from 
the progressively increasing burden of 
interest and further interest on unpaid 
interest. 

Incipient difficulties 

These two suggestions, though well- 
intentioned, however, appear to bristle 
with difficulties. They will entail ero¬ 
sion in the profitability of the banking 
industry and, consequently, the yield to 
government both on account of corpo¬ 
rate tax and interest in the equity. The 
nationalised banks, no doubt, are 
expected to undertake added social res¬ 
ponsibilities, but it is open to ques¬ 
tion whether they should be burdened 
with the responsibility of bailing out 
sick industrial units. Specialised agen¬ 
cies are required for this purpose. 

A more appropriate way of prevent¬ 
ing sickness in industry obviously is the 
allowing of depreciation of equipment 
and machinery according to anticipa¬ 
ted replacement costs. Surely, norms 
can be fixed in this regard. That will 
facilitate the process of modernisa¬ 
tion also. Taxation receipts of the 
government may suffer in the short run 
to some extent, but in the long run the 
short-term losses should be more than 
made up as expansion of production 
is inherent in any modernisation pro¬ 
gramme. Recognition of this fact by 
the government itself is available in the 
recent rationalisation of the industrial 
licensing policy. 

Mr Pai himself referred to this issue 
in his address to industrial consultants. 
It, of course, remains to be seen how 
far he will be able to carry his colleagues 
in the union cabinet for making adjust¬ 
ments in the depreciation norms pro¬ 
vided in the corporate tax structure at 
present. The ministry of Finance has 
been resisting this suggestion. Perhaps 
the flexible approach to the problems 


of industry, after the declaration of emer¬ 
gency June last will help in resolv¬ 
ing the issue. 

It is encouraging to note that Mr Pai 
has not ruled out amalgamation of some 
sick units with the well-managed con¬ 
cerns, for the sickness of an industrial 
unit has its genesis not only ih the lack 
of modernisation but also in mis¬ 
management. 

The pricing policy of the government 
too has contributed not insignificantly 
to the growth in the number of sick in¬ 
dustrial units in the country. The mala¬ 
dy shows up all the more in a period of 
deflation. It is high time that the pro¬ 
blem of cost-push inflation is tackled 
in a concerted manner through such 
measures as rationalisation of excise 
and customs levies, credit policy, etc. 
The dear money policy, though it has 
yielded welcome results—of course, in 
conjunction with several other factors 
such as good agricultural production 
and better discipline among the work¬ 
ing class—has contributed quite signi¬ 
ficantly not only to increase in pro¬ 
duction costs but also higher distribu¬ 
tion expenses. 

The indication given by the minister 
of state for Agriculture, Mr A.P. Shinde, 
in Parliament last week that the pro¬ 
curement of foodgrains this year may 
reach It million tonnes should help in 
building up a sizeable buffer stock as 
fairly large imports have also been 
effected. This should augur well for 
stability in food prices. The oppor¬ 
tunity ought to be seized for rationali¬ 
sing production and distribution costs 
of industry through relaxation of credit 
terms. 


The 100,000 tonnes aluminium smel¬ 
ting capacity at Korba to be established 
by Bharat Aluminium Company Limi¬ 
ted (BALCO) may materialise only to¬ 
wards the close of 1977. This capacity 
is being established in four stages of 
25,000 tonnes each. The first stage was 
commissioned in May last and is exacted 
to yield 18,000 tonnes of metal during 
the current financial year. The second 
stage is expected to be commissioned in 
July next. The remaining two stages may 
be completed only next year—the third 
stage in the second quarter and the 
fourth one in the third quarter of that 
year. 

The fabrication facilities of the pro¬ 
ject are envisaged to be established 
some time in 1978. While the profile 
and tube shop may be commissioned 
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in th? second quarter of that year, the 
sheet rolling mill is expected to go into 
production about three months later. 
The Properzi mill, of course, is expected 
to be commissioned by the end of next 
month. 

Thanks Jto the escalation in the prices 
of equipment and construction mate¬ 
rials, the project is now likely to cost 
nearly Rs 215 crores, as against Rs 152 
crores estimated in September, 1971, 
when it was sanctioned. 

regulated production 

The alumina-making facilities of the 
company are expected to yield during 
the current financial year 80,000 tonnes, 
as against an installed capacity of 
200,000 tonnes. Last year the output 
was of the order of 55,350 tonnes. In 
the previous year, it had been J 1,550 
tonnes. Production of alumina obvi¬ 
ously has to be regulated because the 
matching smelting facilities are not yet 
available and a major portion of the 
product has to be exported. Last year 
the total sales of alumina were 48,340 
tonnes, out of which 38,362 tonnes were 
to the Soviet Union against an export 
order of 50,000 tonnes. This brought 
in foreign exchange worth Rs 2.77 cio- 
res. Another export deal, again with 
the Soviet Union, for 22,000 tonnes 
was entered into in July last. This is 
expected to yield two crores of rupees. 
The surplus production, after meeting 
export commitments and the require¬ 
ments of the first stage of the Korba 
smelter is being made available to the 
other smelting units in the country. 

A major step that has been taken by 
BALCO to develop aluminium techno¬ 
logy and to use indigenous resources 
to the maximum advantage is the setting 
up of a special cell to undertake studies 
in this connection. Pilot plant studies 
in domestic bauxite have .already been 
initiated with a view to determining the 
technical parameters and developing 
basic engineering data. This is pro¬ 
posed to be followed up by various 
other process development studies. The 
company is associated with the Orissa 
state government for preparing a feasibi¬ 
lity report on the exploitation of bauxite 
deposits in that state. It has entered 
into an agreement with the Metallurgi¬ 
cal and Engineering Consultants Limi¬ 
ted for the development of technology 
and engineering for primary aluminium 
manufacture and installation of alu¬ 
mina/aluminium projects both within 
the country and abroad. 

An unprecedented increase in the cost 


of inputs, escalation in the interest on 
loans and just about 28 per cent utilisa¬ 
tion of the alumina plant's capacity led 
to a sharp increase in the loss to the 
company last year. Although before 
providing for depreciation and foreign 
exchange charges on long-term loans, 
the loss came to about Rs 1.99 crores, 
it was as high as Rs 6.55 crores if ade¬ 
quate provisions were made for these 
two charges. The total loss duiing the 
previous year was Rs 3.6 crores. The 
company, thus, has accumulated losses 
slightly exceeding Rs 10 crores. 

Apart from the commissioning of 
the first stage of the Korba smelter, two 
other units which were put up by BALCO 
last year were the anode paste plant 
and the vanadium pentaoxidc unit. 
Advance action has been initiated for 
the sale of carbon electrode paste to such 
industries as ferro alloys, calcium car¬ 
bide and steel to suit their special re¬ 
quirements. 

mafehing specifications 

The quality of the paste currently 
being produced is said to be in full 
conformity with the required speci¬ 
fications for the production of alu¬ 
minium at the Korba smelter. When 
working to the full rated capacity, the 
vanadium pentaoxide unit is expected 
to generate about 1,000 tonnes of vana¬ 
dium sludge per annum. Trial lots of 
this waste product have already been 
sold to some Indian parties. The com¬ 
pany is also considering the possibi¬ 
lities of extracting from this waste 
product with a view to minimising the 
present imports. 

The company has been granted letters 
of intent for the establishment of (a) 
5,000 tonnes per annum capacity alu¬ 
minium foil plant; and (b) a captive 
caustic soda plant. Steps have been 
initiated for the preparation of feasibi¬ 
lity reports for these two plants. 

The feasibility report for the setting 
up of a 500,000 tonnes per annum ex¬ 
port-oriented alumina project in the 
Sarguja district of Madhya Pradesh has 
been received from a Soviet party. It 
is under scrutiny by BALCO. 

The company's Ratnagiri project, 
however, has been held up for want of 
allocation of necessary resources,. To 
be set up with technical assistance from 
Hungary, this project, on completion, 
would produce 50,000 tonnes of alu¬ 
minium metal per annum, including 


25,000 tonnes of conductor grade wire 

rods. ; 

* * 

The cement supply position is stated 
to have eased considerably in the last 
six months, thanks not only to the curbs 
on building activity but also due to a signi¬ 
ficant increase in output. The eurbs on 
building activity, therefore, have been 
relaxed considerably; so also the con¬ 
trol on the distribution of the commo¬ 
dity. 

stepped up allocation. 

The distribution of cement has been 
completely decontrolled in the states of 
Tamil Nadu, Karnataka, Kerala, 
Andhra Pradesh, Gujarat, Madhya 
Pradesh, Uttar Pradesh, Rajasthan, West 
Bengal, Bihar, Orissa and the union 
territory of Delhi. Full control is cur¬ 
rently being exercised only in the 
Andaman and Nicobar islands, Goa, Diu 
and Daman, Chandigarh, Himachal 
Pradesh, Jammu and Kashmir, Megha¬ 
laya, Mizoram, Nagaland and Tripura. 
The position in Manipur and Arunachal 
Pradesh is not yet clear. Partial con¬ 
trol is being maintained in Maharashtra, 
Dadra and Nagar Haveli, Punjab, 
Haryana and Assam. The situation in 
Punjab and Haryana, apparently 
would have been much better had the 
Swai Madhopur factory—the second 
largest in the country with a capacity 
of one million tonnes—not closed down 
a few months ago. Efforts are being 
made, through assistance from the State 
Bank of India, to restart this undertak¬ 
ing. It may resume operations shortly. 

The allocations of cement have been 
stepped up very significantly to the eas¬ 
tern and the northern regions wheie 
developmental works had suffered in 
recent years for want of adequate 
quantities of this construction material. 

Production of cement in 1975 around 
16.2 million tonnes is stated to have 
gone up by nearly two million tonnes 
compared to the previous year. Cur¬ 
rently, it is said to be at the rate of 1.6 
million tonnes per month. With some 
recently added capacity going on full 
stream and the utilisation of capacity 
showing some improvement otherwise 
also, the situation is expected to im¬ 
prove further during the current calen¬ 
dar year. The production target for 
1976, however, has been set at 17 mil¬ 
lion tonnes only. 

Possibilities are being explored for 
setting up some export-oriented cement 
manufacturing plants with assistance 
from the countries desiring to iir pert 
this building material from here. 
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Stanley Mllgram 


POINT OF VIEW 


The perils of 

Omduncb is as basic an element in the 
structure of social life as one can point 
to. Some system of authority is a require* 
ment of all communal living, and it is 
only the person dwelling in isolation who 
is not forced to respond, with defiance or 
submission, to the commands of others. 
For many people, obedience is a deeply 
ingrained behaviour tendency, indeed, a 
potent impulse overriding training in 
ethics, sympathy, and moral conduct. 

The dilemma inherent in submission to 
authority is ancient, as old as the Bibli¬ 
cal story of Abraham, who is commanded 
by God to sacrifice his son as a test of 
his faith. And the question of whether 
one should obey when commands con¬ 
flict with conscience has been argued by 
Plato, dramatized in Sophocles’ Anti¬ 
gone, and treated to philosophic analysis 
in almost every historical epoch. Con¬ 
servative philosophers argue that the 
very fabric of society is threatened by 
disobedience, while humanists stress the 
primacy of the individual conscience. 

The legal and philosophic aspects of 
obedience are of enormous import, but 
they say very little about how most peo¬ 
ple benave in concrete situations. I 
set up a simple experiment at Yale 
university to test how much pain an 
ordinary citizen would inflict on another 
person simply because he was ordered 
to do so by an experimental scientist. 
Stark authority was pitted against the 
subjects’ strongest moral imperatives 
against hurting others. With the sub¬ 
jects’ ears ringing with the screams of the 
victims, authority won more often than 
not. The extreme willingness of adults 
to go to almost any lengths on the com¬ 
mand of an authority constitutes the 
chief finding of the study and the fact 
most urgently demanding explanation. 

experimental design 

In the basic experimental design, two 
people come to a psychology laboratory 
to take part in a study of memory and 
learning. One of them is designated 
as a ’‘teacher” and the other a “learner”. 
The experimenter explains that the study 
is concerned with the effects of punish¬ 
ment on learning. The learner is con¬ 
ducted into a room, seated in a kind of 
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miniature electric chair; his arms are 
strapped to prevent excessive move¬ 
ment, and an electrode is attached to his 
wrist. He is told he will be read lists 
of simple word pairs, and that he will 
then be tested on his ability to remember 
the second word of a pair when he hears 
the first one again. Whenever he makes 
an error, he will receive electric shocks of 
increasing intensity. 

real focus 

The real focus of the experiment, how¬ 
ever, is the teacher. After watching the 
learner being strapped into place, he is 
seated before an impressive “shock gene¬ 
rator”. The instrument panel consists 
of thirty lever switches set in a horizontal 
line. Each switch is clearly labelled with 
a voltage designation ranging from 15 
to 450 volts, with verbal descriptions 
ranging from Slight Shock to Moderate 
Shock, Strong Shock, Very Strong Shock, 
Intense Shock, Extreme Intensity Shock, 
and finally Danger: Severe Shock. 

Each subject is given a simple 45-volt 
shock from the generator before his run 
as teacher, and the jolt strengthens his 
belief in the authenticity of the machine. 

Hie teacher is a genuinely naive subject, 
who has come to the laboratory for the 
experiment in response to an advertise¬ 
ment placed in a local newspaper asking 
for volunteers for a scientific study of 
memory. The learner, or victim, Is 
actually an actor who receives no shock 


at all. The point of the experiment is 
to see how far a person will proceed in a 
concrete and measurable situation in 
which he is ordered to inflict increasing 
pain on a protesting victim. 

Conflict arises when the man receiving 
the shock begins to show that he is ex¬ 
periencing discomfort. At 75 volts, he 
grunts; at 129 volts, he complains loudly; 
at 150 volts, he demands to be released 
from the experiment. As the voltage 
increases, his protests become more vehe¬ 
ment and emotional. At 285 volts, his 
response can be described only as an 
agonized scream. Soon thereafter, he 
maker no sound at all. 

gripping fension 

For the teacher, the situation quickly 
becomes one of gripping tension. It 
is not a game for him; conflict is intense 
and obvious. The manifest suffering of 
the learner presses him to quit; but each 
time he hesitates to administer a shock, 
the experimenter orders him to continue. 
To extricate himself from this plight, 
the subject must make a clear break with ' 
authority. 

A number of subjects, but a minority, 
did make this break and refused to go on 
with the experiment, as indicated by the 
following exchange: 

Learner : Get me out of hens. I told you 
1 had heart trouble. My heart’s beginning to 
bother me now. Get me out of here, please. 

Teacher : 1 think we ought [to find out 
what’s wrong in there first. 

Experimenter (wearing a technician’ coat): 
As I said before, although the shocks may be 
painful, they are not dangerous. 

Teacher: Look, I don’t know aiwtbing 
about electricity. But I won’t go any further 
until 1 find out if the man is O.K. 

Experimenter: It’s absolutely essential 
that you continue. You have no other choice. 

Teacher : Oh, I have a lot of chokeae. My 
number one choice is that I would not go on 
if I felt he was being harmed. 

This man really fulfills our expectations 
of how people will perform in this situa¬ 
tion. He makes disobedience seem a 
very rational and simple deed. But 
most of the other subjects responded quite 
differently to authority. A typical res¬ 
ponse was; “That man has a heart con- 
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ditfrft. Do you still want me to go on?” 
And when the experimenter replied: 
“Just continue, please,” the teacher con¬ 
tinued to obey while also continuing to 
object. The subject is saying one thing, 
but his behaviour is quite different. 

Before the experiments, I sought pre¬ 
dictions about the outcome from various 
kinds of people—psychiatrists, university 
students and professors, and ordinary 
workers. With remarkable similarity, 
they predicted that virtually all subjects 
would refuse to obey the experimenter. 
The psychiatrists, specifically, predicted 
that most subjects would not go beyond 
150 volts, When the victim makes his 
first explicit demand to be freed. They 
expected that only four per cent would re¬ 
ach 300 volts, and that only a pathological 
fringe of about one in a thousand would 
administer the highest shock on the board. 

These predictions were unequivocally 
wrong. Of the 40 subjects in the first 
experiment, 25 obeyed the orders of the 
experimenter to the end. punishing the 
victim until they reached the most potent 
shock available on the generator. After 
450 volts were administered three times, 
the experimenter called a halt to the ses¬ 
sion. Miny obedient subjects then hea¬ 
ved sighs of relief, mopped their brows, 
rubbed their fingers over their eyes, or 
nervously fumbled for cigarettes. Others 
displayed only minimal signs of tension 
from beginning to end. 

, fully obedient 

When the very first experiments were 
carried out, Yale university undergra¬ 
duates were used as subjects, and about 
60 per cent of them were fully obedient. 
A colleague of mine immediately dis¬ 
missed these findings as having no rele¬ 
vance to “ordinary” people, asserting 
that Yale undergraduates are excep¬ 
tionally aggressive and competitive. He 
assured me that when “ordinary” people 
were tested, the results would be quite 
different. As we moved from the pilot 
studies to the regular experimental series, 
people drawn from every stratum of nearby 
city life came to be employed in the ex¬ 
periment : professionals, white-collar 
workers, unemployed persons, and indus¬ 
trial workers. The experimental out¬ 
come was the same as we had observed 
among the students. 

Moreover, when the experiments were 
repeated in Qermany, Italy, South Africa, 
and Australia, the level of obedience was 
invariably somewhat higher than found 
in the inveatigation reported in this arti¬ 
cle. The experimenter in Munich found 
85 per cent of his subjects obedient. 

One theoretical interpretation of this 


behaviour holds that all people harbour 
deeply aggressive instincts continually 
pressing for expression, and that the 
experiment provides institutional justi¬ 
fication for the release of these impulses. 
According to this view, if a person is 
placed in a situation in which he has 
complete power over another individual, 
whom he may punish as much as he likes, 
all that is sadistic and bestial in man 
comes to the fore. The impulse to shock 
the victim is seen to flow from the potent 
aggressive tendencies, which are part of 
the motivational life of the individual, and 
the experiment, because it provides social 
legitimacy, simply opens the door to 
their expression. 

It becomes vital, therefore, to compare 
the subject’s performance when he is 
under orders with what it is when he is 
allowed to choose the shock level. 

identical procedure 

The procedure was identical to our 
standard experiment, except that the 
teacher was told that he was free to select 
any shock level on any of the trials. 
(The experimenter took pains to point 
out that the teacher could use the highest 
levels on the generator, the lowest, any 
in between, or any combination of levels). 
Each subject proceeded for 30 critical 
trials. The learner’s protests were co¬ 
ordinated to standard shock levels, his 
first grunt coming at 75 volts, his first 
vehement protest at 150 volts. 

The average shock used during the 
30 critical trials was less than 60 volts— 
lower than the point at which the victim 
showed the first signs of discomfort. 
Three of the 40 subjects did not go be¬ 
yond the very lowest level on the board, 
28 went no higher than 75 volts, and 38 
did not go beyond the first loud protest 
at 150 volts. Two subjects provided 
the exception, administering up to 325 
and 450 volts, but the overall result was 
that the great majority of people delivered 
very low, usually painless shocks when 
the choice was explicitly up to them. 

This condition of the experiment under¬ 
mines another commonly offered expla¬ 
nation of the subjects’ behaviour—that 
those who shocked the victim at the most 
severe levels came only from the sadistic 
fringe of society. If one considers that 
almost two-thirds of the participants fall 
into the category of “obedient” sub¬ 
jects, and that they represented ordinary 
people drawn from working, manage¬ 
rial and professional classes, the argu¬ 
ment becomes very shaky. Indeed, it 
is highly reminiscent of the issue that 
arose in connection with Hannah Arendt’s 
1963 book, Eichmann in Jerusalem 


Arendt contended that the prosecution’s 
effort to depict Adolf Eichmann (who 
administered the Nazi programme of 
deporting Jews and others to the exter¬ 
mination camps) as a sadistic monster 
was fundamentally wrong, that he came 
closer to being an uninspired bureaucrat 
who simply sat at his desk and did his job. 
For asserting her views, Arendt became 
the object of considerable scorn, even 
calumny. Somehow, it was felt that the 
monstrous deeds carried out by Eichmann 
required a brutal, twisted personality, 
evil incarnate. After witnessing hundreds 
of ordinary persons submit to the autho¬ 
rity in our own experiments, I must con¬ 
clude that Arendt’s conception of the 
banality of evil comes closer to the truth 
than one might dare imagine. The 
ordinary person who shocked the victim 
did so out of a sense of obligation—an 
impression of his duties as a subject— 
and not from any. peculiarly aggressive 
tendencies. 

This is, perhaps, the most fundamental 
lesson of our study: ordinary people, 
simply doing their jobs, and without any 
particular hostility on their part, can 
become agents in a terrible destructive 
process. Moreover, even when the 
destructive effects of their work become 
patently clear, and they are asked to carry 
out actions imcompatible with funda¬ 
mental standards of morality, relatively 
few people have the internal resources 
needed to resist authority. 

silent protest 

Many of the people were in some sense 
against what they did to the learner, and 
many protested even while they obeyed. 
Some were totally convinced of the 
wrongness of their actions but could not 
bring themselves to make an open break 
with authority. They often derived satis¬ 
faction from their thoughts and felt that 
—within themselves, at least—they had 
been on the side of the angles. They 
tried to reduce strain by obeying the ex¬ 
perimenter but “only slightly” encourag¬ 
ing the learner, touching the generator 
switches gingerly. When interviewed, 
such a subject would stress that he had 
“asserted my humanity” by administer¬ 
ing the briefest shock possible. Handl¬ 
ing the conflict in this manner was easier 
than defiance. 

The situation is constructed so that 
there is no way the subject can stop shock¬ 
ing the learner without violating the 
experimenter’s definition of his own 
competence. The subject fegrs that he 
will appear arrogant and rude if he breaks 
off. Although these inhibiting emotions 
appear small in scope alongside the vio¬ 
lence being done to the learner, they 
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suffuse the mind and feelings of the sub¬ 
ject, who is miserable at the prospect of 
having to repudiate the authority to his 
face. (When the experiment was altered 
so that the experimenter gave his instruc¬ 
tions by telephone instead of in person, 
only a third as many people were fully 
obedient through 450volts).lt is a curious 
thing that a kind of “compassion” on the 
part of the subject—an unwillingness to 
“hurt” the experimenter's feelings—is 
part of those binding forces inhibiting his 
disobedience. The withdrawal of such 
deference may be as painful to the subject 
as to the authority he defies. 

essence of obedience 

The essence of obedience is that a per¬ 
son comes to view himself as the instru¬ 
ment for carrying out another person's 
wishes, and he therefore no longer re¬ 
gards himself as responsible for his ac¬ 
tions. Once this critical shift of view¬ 
point has occurred, all of the essential 
features of obedience follow. The most 
far-reaching consequence is that the per¬ 
son feels responsible to the authority 
directing him, but feels no responsibility 
for the content of the actions that the 
authority prescribes. Morality docs 
not disappear—it acquires a radically 
different focus: the subordinate person 
feels shame or pride depending on how 
adequately he has performed the actions 
called for by authority. 

Language provides numerous terms 
to pinpoint this type of morality: loyalty, 
duty, discipline all arc terms heavily 
saturated with moral meaning, and refer 
to the degree to which a person fulfills 
his obligations to authority. They refer 
not to the “goodness” of the person but 
to the adequacy with which a subordinate 
fulfills his socially defined role. The 
most frequent defence of the individual 
who has performed a heinous act under 
command of authority is that he has 
simply done his duty. In asserting this 
defence, the individual is not introduc¬ 
ing an alibi concocted for the moment, but 
is reporting honestly on the psychologi¬ 
cal attitude induced by submission to 
authority. 

For a person to feel responsible for his 
actions, he must sense that the behaviour 
has flowed from “the self.'* In the situa¬ 
tion we have studied, subjects have pre¬ 
cisely the opposite view of their actions— 
namely, they see them as originating in 
the motives of some other person. Sub¬ 
jects in the experiment frequently said, 
“If it were Up to me, I would not have 
administered shocks to the learner”. 

Even if the conflict between conscience 
and duty gives rise to strain, there are 


psychological mechanisms that come 
into play that help to alleviate this strain. 
Fw example, some subjects comply only 
noanimally: they touch the switch of the 
generator very lightly. Ar.d they have 
the feeling that this really shews that 
. they are good people, while, in feet, they 
are obeying. Sometimes they would 
argue with the experimenter, but argu¬ 
mentation does not necessarily lead to 
disobedience. Rather, it often serves 
as a psychological mechanism, defining 
the subject in his own eyes as a person 
who is opposed to the experimenter’s 
callous orders, yet at the same time reduc¬ 
ing tension ana allowing the person to 
obey. Often we could see the person 
getting involved in the minute details of 
the experimental procedure. Becoming 
engrossed, he would lose all sight of the 
broader consequences of his action. 

Variation of authority 

Once authority has been isolated as 
the cause of the subject’s behaviour, it is 
legitimate to inquire into the necessary 
elements of authority and how it must be 
perceived in order to gain his compliance. 
We conducted some investigations into 
the kinds of changes that would cause 
the experimenter to lose his power and 
to be disobeyed by the subject. Some 
of the variations revealed that: 

The experimenter’s physical presence 
has a marked impact on his authority. 
As cited earlier, obedience dropped off 
sharply when orders were given by tele¬ 
phone. The experimenter could often 
induce a disobedient subject to go on by 
returning to the laboratory. 

Conflicting authority paralyzes action. 
When two experimenters of equal status, 
both seated at the command desk, gave 
incompatible orders, no shocks were 
delivered past the point of their dis¬ 
agreement. 

The rebellious action of others severely 
undermines authority. In one varia¬ 
tion, three teachers (two actors and a 
real subject) administered a test and 
shocks. When the two actors disobeyed 
the experimenter and refused lo go be¬ 
yond a certain shock level, 36 of 40 sub¬ 
jects joined their disobedient peers and 
refused as well. 

It is important to note that in our pro¬ 
ject the experimenter’s authority was 
fragile, since he had almost none of the 
retaliatory powers available in ordinary 
command situations. For example, the 
experimenter did not threaten the sub¬ 
jects with punishment—such as loss of 
income, community ostracism, or jail— 
for failure to obey. Neither could he offer 


incentives. Indeed, we should expect 
the experimenter’s authority to be much 
less than that of someone like a general 
or an employer or even a teacher, who 
has power to enforce his commands. 
Despite these limitations, he still mana¬ 
ged to obtain a dismaying degree of 
obedience. 

I will cite one final variatioh that de¬ 
picts a dilemma common in everyday life. 
In this experiment, the subject was not 
ordered to pull the lever that shocked 
the victim, but merely to perform a 
subsidiary task (administering the word- 
pair test) while another person actually 
administered the shock. In this situation, 
37 of 40 adults (approximately 90 per 
cent) continued administering the test 
questions to the highest level on the shock 
generator. Predictably, they excused 
their behaviour by saying that the res¬ 
ponsibility belonged to the man who 
actually pulled the switch. This may 
illustrate a dangerously typical arrange¬ 
ment in a complex soccity: it is easy to 
ignore responsibility when one is only an 
intermediate link in a chain of action. 

not psychological 

The problem of obedience is not wholly 
psychological. The form and shape of 
society and the way it is developing have 
much to do with it. Every society, of 
course, has to inculcate habits of obe¬ 
dience in its citizens, since we cannot 
have society without some structure of 
authority. We learn obedience in the 
family situation and at school, but most* 
of all when we move into the work world. 
Working in an office, a factory, or an 
army, one must necessarily give up a 
degree of individual judgement if these 
larger systems are to operate efficiently. 
In such work situations, one docs not sec 
oneself as responsible for one’s own 
actions but rather as an agent executing 
the wishes of another person. 

There was a time, perhaps, when peo¬ 
ple were able to give a fully human res¬ 
ponse to any situation because they were 
fully absorbed in it as human beings. 
But as soon as there was a division of 
labour, things changed. Beyond a cer¬ 
tain point, the breaking up of society 
into people carrying out narrow and very 
special jobs reduces the human quality 
of work and life. A person does not 
get to see the whole situation but only 
a small part of it, and is thus unable to 
act without some kind of overall direc¬ 
tion. He yields to authority, but in do¬ 
ing so is alienated from h*s own actions. 

Even Eichmann was sickened when 
he toured the extermination camps, but 
most of the time he had only to sit at a 
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desk and write orders. The man in the 
camp who actually dropped Cyclon-b 
into the gas chambers was able to justify 
his behaviour on the ground that he was 
only following orders from above. Thus 
there is a fragmentation of the total, 
human act; no one is confronted with the 
consequences of his decision to carry 
out the evil act. The person who assu- 
mss responsibility has evaporated. Per¬ 
haps this is the most common charac¬ 
teristic of socially organized evil in modern 
society. 

But the implications of our study apply 
equally in less extreme situations. Thus 
the conflict between conscience and 


authority is revealed to be only to a limi¬ 
ted degree a philosophical or moral 
issue. Many of the subjects in the ex¬ 
periment felt, at least at the philosophical 
level of values, that they ought not to 
go on, but they were unable to translate 
this conviction into action. It does not 
take an evil person to serve an evil system. 
Ordinary people are easily integrated into 
malevolent systems. 

Is there any way we can avoid this 
frightening potential, this easy accep¬ 
tance of authority even when it is mis¬ 
guided or evil? It may be that we are 
puppets—puppets controlled by the 
strings of society. But at least we are 


puppets with perception, with aware¬ 
ness. And perhaps our awareness is the 
first step towards our liberation. The 
fact that obedience is often a necessity 
in human society does not diminish our 
responsibility as citizens. Rather, it 
confers on us a special obligation to place 
in positions of authority those most 
likely to use it humanely. And people 
are inventive. The variety of political 
forms we have seen in history arc only 
several of many possible political arrange¬ 
ments. Perhaps the next step is to invent 
and to explore political forms that will 
give conscience a better chance to resist 
errant authority. 

Courtesy : USB 


New confusion about "planning ' * 


;1t is a regrettable but undeniable fact 
that economics, more than other scienti¬ 
fic disciplines, is liable to recurrent 
fashions and fads, the periodic reintru¬ 
sion into professional discussion of popu¬ 
lar superstitions which earlier genera¬ 
tions of economists had successfully 
driven back into the circles of cranks and 
demagogues. Inflationism is one of these 
irrepressible themes which again and 
again attract some half-trained eco¬ 
nomists, and the advocacy of collectivist 
economic planning has become another 
since it first became popular under this 
name through its use by the Russian 
communists. 

The conception, originally developed 
by some of the organizers of the German 
war economy during World War I, was 
thoroughly discussed by economists in 
the 1920s and 1930s; and all those fami¬ 
liar with that discussion will agree that 
it greatly contributed to the clarification 
of concepts and that one ought today to 
be entitled to assume that no competent 
economist who lived through that dis¬ 
cussion would ever again talk about the 
issue in terms of the vague and confused 
concepts initially bandied about. 

unfavourable conclusions 

Nobody is of course bound to accept 
what seemed then the conclusions of 
those discussions, which were very un¬ 
favourable to central planning: in any 
scientific discipline the discovery of new 
facts or new considerations may lead 
to tile revision of conclusions arrived 
at in the past. But what one must ex¬ 
pect from a professional economist of 
recognized standing is that he will not talk 
as if those past discussions had never 
taken place, and that he will not use ex¬ 
pressions in the ambiguous and misleading 


senses which had been painfully elimi¬ 
nated in the course of the earlier dis¬ 
cussion. 

It is in this respect that the pronoun¬ 
cements of Professor Wassily Leontief, 
recently of Harvard University, in the 
course of the reopened debate on the 
subject are so bitterly disappointing. 
That a senior economist of international 
reputation should again use the term 
“planning” in all the ambiguity in which 
one would expect it to be used .these 
days only by less responsible persons as 
a propaganda catchword, and that he 
should simply disregard the essential, 
if perhaps provisional, conclusions that 
emerged first from the discussion of cen¬ 
tral economic planning in the 1920s and 
1930s and then from the no less inten¬ 
sive discussion of “indicative planning” 
more recently is wholly inexcusable. 

principal responsibility 

Although the statements with which 
I shall deal in this article have been 
issued mostly on behalf of an “Initiative 
Conupittee for National Economic Plan¬ 
ning,” it would seem that for the econo¬ 
mic argument embodied in those state¬ 
ments Professor Leontief must bear the 
principal responsibility. He is the visible 
prime mover of the Committee and he 
clearly is the economist among its spokes¬ 
men who has the most relevant back¬ 
ground of professional work. His Co- 
Chairman, Mr. Leonard Woodcock Pre¬ 
sident of the United Auto Workers, is 
not, of course, a professional economist 
and has publicly acknowledged that he 
did not start to think seriously about 
economic planning on the part of govern¬ 
ment until the oil embargo. Indeed, 
some of the comments he has made 
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rather suggest that he has not thought 
much about it even now. 

The worst confusion by which the new 
American agitation for “planning” is 
permeated, not excluding the various 
statements by Professor Leontief himself, 
was most naively expressed in the first 
sentence of a lead editorial in the February 
23. 1975 issue of The New York Times . 
It asked “why is planning considered a 
good thing for individuals and business 
but a bad thing for the national 
economy?” 

innocent victim 

It is almost unbelievable that at this 
date an honest seeker after truth should 
innocently become the victim of the 
equivocal use of the word planning and 
believe that the discussion about economic 
planning refers to the question of whether 
people should plan their affairs and not 
to the question of who should plan their 
affairs. In reply to this I can only repeat 
what more than thirty years ago I nad, 
as I even then believed at unnecessary 
length, explained in a popular book 1 : 

“ ‘Planning’ owes its popularity largely 
to the fact that everybody desires, of 
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course, that we should handle our com¬ 
mon problems as rationally as possible 
and that, in so doing, we should use as 
much foresight as yxc can command. 
In this sense everybody who is not a 
complete fatalist is a planner, every 
political act is (or ought to be) an act of 
planning, and there can be differences 
only between good and bad, between 
wise and forcsighed and foolish and 
shortsighted planning. An economist, 
whose whole task is the study of how men 
actually do and how they might plan their 
affairs, is the last person who could ob¬ 
ject to planning in this general sense. 
But it is not in this sense that our en¬ 
thusiasts for a planned society now em¬ 
ploy this term, nor merely in this sense 
that we must plan if we want the distri¬ 
bution of income or wealth to conform 
to some particular standard. 

“According to the modern planners, and 
for their purposes, it is not sufficient to 
design the most rational permanent 
framework within which the various 
activities would be conducted by diffe¬ 
rent persons according to their indivi¬ 
dual plans. This liberal plan, accord¬ 
ing to them, is no plan—and it is, 
indeed, not a plan designed to 
satisfy particular views about who should 
have what. What our planners demand 
is a central direction of all economic 
activity according to a single plan, lay¬ 
ing down how the resources of society 
should be ‘consciously directed* to serve 
particular ends in a definite way. 

thw main dispute 

“The dispute between the modern plan¬ 
ners and their opponents, is, therefore, 
not a dispute on whether we ought to 
choose intelligently between the various 
possible organizations of society; it is 
not a dispute on whether we ought to 
employ foresight and systematic think¬ 
ing in planning our common affairs. It 
is a dispute about what is the best way 
of so doing. The question is whether 
for this purpose it is better that the hol¬ 
der of coercive power should confine 
himself in general to creating conditions 
under which the knowledge and initia¬ 
tive of individuals are given the best scope 
so that they can plan most successfully; 
or whether a rational utilization of 
our resources requires central direction 
and organization of all our activities ac¬ 
cording to some consciously construc¬ 
ted ‘blueprint.* The socialists of all 
parties have appropriated the term ‘plan¬ 
ing’ for planning of the latter type, and 
it is now generally accepted in this sense. 
But though this is meant to suggest that 
this is the only rational way of handling 
our affairs, it does not, of course, prove 
this. It remains the point on which the 
planners and the liberals disagree.” 


ifThe term “liberal” is of count used 
and also in an earlier part of the 
ftiiote in the classical English, not in the 
modem American, sense.) 

I should, perhaps, explain that this was 
written in a book concerned with the 
moral and political consequences of eco¬ 
nomic planning, written ten years after 
the great discussion of the question of 
its economic efficiency or inefficiency to 
which I shall now have to turn. And I 
might, perhaps, also add that J.A. Schum¬ 
peter then accused me with respect to 
that book of “politeness to a fault” be¬ 
cause I “hardly ever attributed to op¬ 
ponents anything beyond intellectual 
error.” 1 I mention this as an apology 
in case that, on encountering the same 
empty phrases more than thirty years 
later, I should not be able to command 
quite the same patience and forbearance. 

hopes shattered 

The great debate of the 1920s and 
1930s turned mainly on the question of 
the justification of the socialist hopes of 
increasing productivity by substituting 
central planning for marketplace com¬ 
petition as the instrument for guiding 
economic activity. I don’t think it can 
now be gainsaid by anybody who has 
studied these discussions that those hopes 
were shattered and that it came to be 
recognized that an attempt at centralized 
collectivist planning of a large economic 
system was on the contrary bound greatly 
to decrease productivity. Even the 
communist countries have to various 
degrees felt compelled to reintroduce 
competition in order to provide both 
incentives and a set of meaningful prices 
to guide resource use. We can deal with 
those older ideals of centralized planning 
fairly briefly since even the proponents 
of the schemes under discussion today 
disclaim that they aim at a system of 
planning of the kind in which a 
central authority commands what 
the individual enterprise is to dc—al¬ 
though it must remain doubtfhl whether 
what they aim at can be achieved without 
this sort of regimentation. 

We shall therefore content ourselves, 
so far as the efficiency argument for cen¬ 
tral direction is concerned, with stating 
very briefly why such an argument is 
erroneous. 

The chief reason why we cannot hope 
by central direction to achieve anything 
like the efficiency in the use of resources 
which the market makes possible is that 
the economic order of any large society 
rests on a utilisation of the kncwkdge 
of particular circumstances widely dis¬ 
persed among thousands or millions of 
individuals. Of course, there always are 
many facts which the individual conduc¬ 


tor of a business ought to knew in order 
to be able to make the right decisions 
but whicn he can never know directly. 

Among the alternative possibilities for 
coping with these difficulties—either 
conveying to a central directing autho¬ 
rity all the relevant information possessed 
by the different individuals, or communi¬ 
cating to the separate individuals as much 
as possible of the information relevant 
for their decisions—we have discovered 
a solution for the second task only: the 
market and the competitive determi¬ 
nation of prices have provided a proce¬ 
dure by which it is possible to convey 
to the individual managers of productive 
units as much information in condensed 
form as they need in order to fit their 
plans into the order of the rest of the 
system. 

The alternative of having all the indivi¬ 
dual managers of businesses convey to 
a central planning authority the know¬ 
ledge of particular facts which they pos¬ 
sess is clearly impossible—simply be¬ 
cause they never can know beforehand 
which of the many concrete circumstances 
about which they have knowledge or 
could find out might be of importance to 
the central planning authority. 

discovery procedure 

We have come to understand that the 
market and the price mechanism pro¬ 
vide in this sense a sort of discovery 
procedure which both makes the utili¬ 
zation of more facts possible than any 
other known system, and which provides^ 
the incentive for constant discovery of 
new facts which improve adaptation to 
the ever-changing circumstances of the 
world in which we live. Of course this 
adaption is never as perfect as the mathe¬ 
matical models of market equilibrium 
suggest; but it is certainly much better 
than any which we know now to bring 
about by any other means. I believe 
there is substantive agreement on these 
points among serious students of these 
matters. 

But, curiously, one recently has begun 
to hear more and more frequently a new 
argument which inverts the historical 
role that the market and the price mecha¬ 
nism have played in maximising order 
and efficiency in individual economies 
and in the world economy at large. It 
is contended that the market may have 
been an adequate mechanism of co¬ 
ordination under earlier, simpler, condi¬ 
tions, but that in modern times economic 
systems have become so complex that 
we no longer can rely of the spontaneous 
forces of the market for the ordering of 
economic priorities but must resort in* 
stead to central planning or direction. 

Such am argmmemt carries some super- 
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flciEl jrtausibUHy, but, out examination, 
taros ,■ out to be particularly silly. In 
fact, of course, the very complexity which 
the structure of modern economic sys¬ 
tems has assumed provides the strongest 
argument against central planning^ It 
is becoming progressively less and less 
imaginable that any one mind or planning 
authority could picture or survey the 
millions of connections between the ever 
more numerous interlocking separate 
activities which have become indispen¬ 
sable for the efficient use of modern tech¬ 
nology and even the maintenance of the 
standard of life western man has 
achieved. 

That w: have been able to achieve a 
reasonably high degree of order in our 
economic lives despite modern complexi¬ 
ties is only because our affairs have been 
guided, not by central direction, but by 
the operations of the mirket and com¬ 
petition in securing the mutual adjust¬ 
ment of separate efforts. The market 
system functions because it is able to take 
account of millions of separate facts and 
desires, because it reaches with thou¬ 
sand! of sensitive feelers into every nook 
and cranny of the economic world and 
feeds bick the information acquired in 
coded form to a “public information 
board.’* 

spontaneous ordering 

Wut the mirketplace and its prices 
give m>it pirticularly is a continuing 
uolating of the ever changing relative 
scarcities of different commodities and 
services. In other words, the complexity 
of the structure required to produce the 
real income we are now able to provide 
for the misses of the western world— 
which exceeds anything we can survey or 
picture in detail—could develop only 
because we did not attempt to plan . it or 
subject it to any central direction, but 
left it to be guided by a spontaneous 
ordering mechanism, or a self-generating 
order, as modern cybernetics calls it. 

Apart from such occasional flare-ups 
of old misunderstandings in lay circles, 
the efficiency argument for central eco¬ 
nomic planning has almost universally 
been, abandoned. If central direction of 
all economic activity is still sometimes 
demanded by serious students, this is 
on the . different and logical argument 
that only in this manner could the distri¬ 
bution of income and wealth between 
individuals and groups be made to con¬ 
form to some preconceived moral stan- 
' dard. Apparently a good many idealist 
socialists would be prepared to tolerate a 
substantial sacrifice of material welfare 
if thereby what they regard as greater 
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distributive or sociaf^tlljlfcf could be 
achieved. 

The objections to this demand for 
greater social justice, of course, must be 
and are of an entirely different character 
from those against the presumed greater 
efficiency of a planned system. There 
are two different fundamental objec¬ 
tions to these demands, each of which 
seems to ms to b; decisive. The first is 
that no agreement exists (or appears 
even conceivable) about the kind of 
distribution that is desirable or morally 
demanded; the second is that whatever 
particular distributive scheme were to 
be aimed at could in fact be realized only 
in a strictly totalitarian order in which 
individuals would not be allowed to use 
their owi knowledge for their own pur¬ 
poses but would have to work under 
orders on jobs assigned to them for pur¬ 
poses determined by government autho¬ 
rity. 

a chimera 

Freedom in the choice of activity as 
we know it is possible only if the reward 
to b: expected from any job undertaken 
corresponds to the value the products 
will have to those fellow men to whom 
they actually are supplied. But this 
value often will unavoidably bear no 
relation whatever to the deserts, needs, 
or other claims of the producer. The 
belief in a society in which the remunera¬ 
tion of individuals is made to correspond 
to something called “social justice” is 
a chimera which is threatening to seduce 
modern democracy to accept a system 
that would involve a disastrous loss of 
personal freedom. George Orwell and 
others ought by now to have taught even 
the laymin what to expect from a system 
of such kind. 

Tne new Amrican advocates of plan¬ 
ning will claim, however, that they know 
all this and that they never have advo¬ 
cated a system of central direction of 
individual economic activities and even 
have &aid so. Yet it is very doubtful 
whether what they do advocate would 
not in fact lead that way. They leave a 
great deal obscure and it is precisely this 
state of muddle which is the sure way 
to hell. To be sure, the statement of the 
Initiative Committee for National Eco¬ 
nomic Planning on The Case for Planning 
says that: “It should be clear that the 
planning office would not set specific 
goals for General Motors, General Elec- 
ctric. General Foods, or any other indi¬ 
vidual firm. But it would indicate the 
number of cars, the number of genera¬ 
tor, and the quantity of frozen foods 
we are likely to require in, say, five years, 
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and it would try to induce the relevant 
industries to act accordingly. 0 

One cannot help wondering how that 
“inducement” of an “industry” would 
work if, as the Initiative Committee’s 
statement at another point makes clear, 
the “means of influencing” the decisions 
of industry would include “selective cre¬ 
dit controls, guidance of basic capital 
flows, limits to the use of air, water and 
land, and mandatory resource allocation 
(italics added.)” 

Indeed, as one reads on, it becomes 
increasinglv difficult to find out what 
precisely the authors of the statement 
mean by National Economic Planning. 
Nor, in spite of its magniloquent lan¬ 
guage, is the text of the proposed Bal¬ 
anced Growth and Economic Planning 
Act of 1975, inspired by the Committee 
and introduced in the Senate by Sena¬ 
tors Humphrey, Jackson, Javits, Mc¬ 
Govern and others, in this respect more 
revealing. While the bill is loquacious 
on the organization of a proposed Eco¬ 
nomic Planning Board, it is remarkably 
reticent on the methods and powers by 
which this body is to secure the execution 
of the “balanced economic growth plan” 
which it is to draw up. About the ela¬ 
borateness of the proposed machinery 
there can be no doubt. But what it is 
to do, and even more important, what 
good it is to do, is difficult to discover. 

curious conception 

Underlying some of these arguments 
for central economic planning appears 
to be the curious conception that it would 
be an advantage, enhancing orderliness 
and predictability, if the gross outline, 
a sort of skeleton, of the future distribu¬ 
tion of resources between industries and 
firms could be laid down for a fairly 
long period. In other words, what is 
today one of the chief tasks of business, 
namsly to guess as correctly as possible 
future developments in its particular 
concerns, would be handled in advance 
by government decision; only the details 
within this general framework would be 
handled by business. The hope ap¬ 
parently is thereby to increase the oppor¬ 
tunity for managers of individual firms 
to make correct forecasts concerning 
the facts which will directly affect their 
activities. 

The exact opposite would be the re¬ 
sult of such planning: the uncertainty 
for managers would be greatly increased 
since the opportunity they would have 
to adapt to changes in their immediate 
environments (i.e., the quantities they 
would have to buy or sell and the prices 
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at which thay could do so) would depend 
on the “mandatory resource allocation/’ 
the “guidance of basic capital flows/’ 
etc,, of the government planning office. 
For the manager of an individual firm, 
that half-way house between a completely 
planned system and a free market would 
indeed be the worst of all possible’ 
worlds, since his ability to make changes 
would become critically dependent on 
the red tape, delay, and unpredictability 
that are characteristic of bureaucratic 
decisions. 

Implied in the argument for govern¬ 
ment planning of industrial and commer¬ 
cial activity is the belief that government 
(with an appropriately increased bureau¬ 
cracy, of course) would be in a better 
position to predict the future needs of 
consumer goods, materials, and produc¬ 
tive equipment than the individual firms. 

But is it really seriously contended 
that some government office (or, worse, 
some politically sensitive plan-making 
committee) would be more likely to fore¬ 
see correctly the effects of future changes 
in tastes, tne success of some new device 
or other technical innovation, changes 
in the scarcity of different raw materials, 
etc, on the amounts of some commodity 
that ought to be produced some years 
hence, than the producers or professional 
dealers of those things? Is it really 
likely that a National Planning Office 
would have a better judgment of “the 
number of cars, the number of genera¬ 
tors, and the quantities of frozen foods 
we are likely to require in, say, five years,” 
than Fond or General Motors, etc, and, 
even more important, would it even be 
desirable that various companies in an 
industry all act on the same guess? Is 
it not the very rationale of tne method 
of competition that we allow those who 
have shown the greatest skill in forecast¬ 
ing to make preparations for the future? 

curious tendency 

In some sections of the statements 
made by the new advocates of “plann¬ 
ing” it becomes clear, however, that they 
are thinking mainly of another kind of 
planning, one which also has been tho¬ 
roughly examined in the past in a dis¬ 
cussion of which its present protagonists 
show as little awareness as of any other 
of the earlier scientific examinations of 
the problem. They show indeed a curious 
tendency to reject with disdain any 
suggestion that other peoples’ experien¬ 
ces are relevant and insist, in Professor 
Leontief's words, that “America can¬ 
not import a planning system from ab¬ 
road. Countries differ in the planning 


Mm? **' countries them- 
dtfwf. we should want and 
expect a distinctive American style.” 8 

;The earlier extensive discussion of 
these problems, from which the Ameri¬ 
can proponents of that other sort of 
planning ought to have profited, took 
place chiefly in France in the early 1960s 
under the heading of “indicative plan¬ 
ning.” This conception had for a short 
while attracted much attention until it 
was decently buried after a thorough 
discussion at the Congress of French 
Speaking Economists in 1964 had revealed 
all the conftision and contradictions 
involved in it. 4 There is no excuse what¬ 
ever for ignorance of the upshot of these 
discussions which are clearly expounded 
in an excellent book In English by Dr 
Vera Lutz. 4 

The whole idea of “indicative plan¬ 
ning,” it turned out, rests on a curious 
combination, or rather confusion, of ac¬ 
tions—making a prediction and setting 
a target. It was conceived that some¬ 
how a forecast of the quantities of the 
different commodities and services that 
will be produced would assist in determin¬ 
ing the respective quantities which ought 
to be produced. The plan is conceived 
as a forecast by government at the achie¬ 
vement of which industry is to aim. 

plausible prophecy 

This sort of self-fulfilling prophecy 
may at first appear plausible, but on 
reflection it turns out, at least so far as 
a market economy based on competition 
is concerned, to be an absurdity. There 
is absolutely no reason at all to assume 
that announcement of a target will make 
it likely that the aggregates of output 
named in it will actually be realized by 
the efforts of a number of producers act¬ 
ing in competition. Nor is there any 
reason to think that the government, or 
anybody else, is in a better position than 
are individual managers acting as they 
now do to determine beforehand ap¬ 
propriate quantities of different outputs 
of different industries so that supplies 
and demands will match. 

It is at this point that it becomes clear 
that the present revival of the planning 
idea in the United States is inspired by 
the input-output representations deve-‘ 
loped by Professor Leontief, and rests 
entirely, I am sorry to say, on a colossal 
over-estimation by its author of what 
this technique can achieve. Before the 
Joint Economic Committee of Con* 
gress,* Professor Leontief is reported to 
have explained that “First of all, get¬ 
ting information is a passive activity. 


Presenting a picture of how good a situ* 
ation could oe If everything is geared 
nteelyjfetacd a dictation.” 

What Professor Leontief has in mind 
IS clearly the technique of input-output 
tables which he himself has developed 
and which show in an instructive man¬ 
ner how, during some period in the past, 
various quantities of the products of 
different main branches of productive 
activity were used up by other bran* 
ches. 

market process 

How the production of the t ens 
of thousands of different things which 
are needed to produce a much smaller 
but still very large number of final pro¬ 
ducts is determined by the market pro¬ 
cess is a matter of infinite complexity; 
and how order is brought about by a 
spontaneous mechanism which we do 
not fUlly understand is best illustrated 
by the very fact that we needed a Pro¬ 
fessor Leontief to give us even a very 
rough outline of the gross categories of 
commodities that in the past have pas¬ 
sed from certain main groups of in¬ 
dustries to others. 

One can understand that Professor 
Leontief wishes to refine and extend that 
technique and to construct input-out- 
put tables not for a few dozen but for a 
few thousand main classes of products. 
But the idea that such broad-outline 
information about what has happened 
in the past should be of significant help 
in deciding what ought to happen in 
the future is absurd. Even if we could 
get and organise information about the 
tens of thousands of different commo¬ 
dities actually produced in a specific past 
period, it would tell us about just one of 
an infinite number of possible input 
combinations that could produce a 
particular array of final products. It 
would tell us nothing at all about whe¬ 
ther that specific combination of inputs 
or any other combination would be eco¬ 
nomical under changed conditions. 

The source of belief in the value of 
input-output representations is the whol¬ 
ly wrong idea that the efficient use of 
resources is determined mainly by tech¬ 
nological and not by economic consi¬ 
derations. That belief is evident in the 
fact that the advocates of planning visu¬ 
alize a team of a few hundred technical 
experts (perhaps 500 of them, as we learn 
from one of their spokesmen, at the cost 
of fifty million dollars a year 7 )—most of 
them scientists and engineers rather 
than economists—working on plann- 
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lag for either the White House or Con¬ 
gress.*' 

This, I am afraid, betrays a complete 
lack of understanding of how in the 
complex order of a great society the 
efficient use of resources can alone be 
determined. There is no need, to take 
a very simple example, for a particular 
quantity of a particular raw material 
in order to make a particular quantity 
of tarpaulins. In a situation in which 
the buyers of tarpaulins are indifferent 
to the raw material from which they 
are made, output can be maximixed by 
choosing among hemp, flax, jute, cot¬ 
ton, nylon, etc, that material which 
costs least—that is, that which we can 
obtain for this purpose at the least sacri¬ 
fice of other desirable products. That 
we can substitute one material for ano¬ 
ther in this and thousands of other cases 
(most of which in practice involve much 
greater complexities) is due to the cir¬ 
cumstance that in a competitive mar¬ 
ket the relative prices of materials will 
enable us to determine readily how 
much more of one material than of an¬ 
other can be acquired at any given ex¬ 
penditure level. 

There is, therefore, without a know- 
lege of prices, no possibility for deter¬ 
mining from statistics of the past how 
much of different materials will be want¬ 
ed in the future. And statistics of the 
past help us little to predict what prices 
will be and therefore what quantities will 
be needed of different commodities. It 
is therefore difficult to see what possible 
purpose would be served if it were an¬ 
nounced beforehand what quantities of 
the different main classes of goods ought 
to be produced during a certain period 
of the future. 

difficult choice 

Even if it were possible, however, to 
say beforehand for every kind of com¬ 
modity for variety of a commodity) 
how much of it ought to be produced 
some years hence, it is difficult to see 
how tnis should lead the individual en¬ 
terprises to produce just those amounts 
which together correspond to the desi¬ 
red quota—except, indeed, on the as¬ 
sumption that it is desired that the 
different firms should conspire together 
to produce an output of a certain size 
(presumably that must be profitable to 
them). 

This, in fact, is the ideal which 
clearly guided the French advocates of 
Vindicative planning/" And one can¬ 
not help feeling sometimes that the new 
American advocates of planning have 
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became the innacent dupes of same 
aspiring cartellists. 

The whole idea of “guiding” private 
industry by announcing beforehand 
what quantities of different goods firms 
ought to produce over a long period 
of the fbture is a muddle from begin¬ 
ning to end, wholly ineffective and mis¬ 
leading if left without sanctions con¬ 
straining industry to do what it is pre¬ 
dicted that it will do, destructive of 
the competitive market and free enter¬ 
prise, and leading by its inherent logic 
straight to a socialist system. It seems 
to have attracted all those who since 
the era of the New Deal have hankered 
for a revival of President Franklin D. 
Roosevelt's National Resources Planning 
Board. Indeed, Professor Lcontief has 
specifically couched his proposal in that 
way, 1 thereby apparently hoping to give 
it an aura of progressiveness. Yet, to the 
economist aware of the serious discus¬ 
sions of the problems during the last 
forty years these, far from being pro¬ 
gressive, are antiquated ideas, completely 
out of date and in conflict with all that 
we have learned about the problems 
involved. 

an under-current 

There is, however, yet another under¬ 
current discernible in the present 
demands for planning which indeed ex¬ 
press a very legitimate dissatisfaction 
with prominent features of our econo¬ 
mic life. This involves the hope for a 
kind of planning which would be highly 
desirable but which is not only wholly 
impossible politically in present condi¬ 
tions but also in direct conflict with 
the other demands for planning. The 
hope is for government to plan its own 
activities ahead for long periods, announce 
and commit itself to the execution of 
these plans, and thereby make govern¬ 
ment action more predictable. 

It would indeed be a great boon for 
industry if it could know a few years 
in advance what the government is like¬ 
ly to flo. But this is, of course, wholly 
irreconcilable with the established use 
of economic measures for vote-catching 
purposes. Such an idea is even more 
irreconcilable with demands that govern¬ 
ment interfere with the activities of 
private enterprise to make them con¬ 
form more closely to some plan govern¬ 
ment has made. The current agitation 
in the United States for a broad new 
planning initiative explicitly includes, 
in most of its variants, an indictment of 
government for its failure to think out 
its policies for the longer ftiture. But 
the legitimacy of that indictment is not 
a justification for the demand that the 
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same government which so notoriously 
fails to plan its own affairs should be 
entrusted with the planning of business. 

The Balanced Growth and Economic 
Planning Act of 1975—popularly known 
after its chief sponsors as the Humph- 
rey-Javits bill—is as decidedly curious 
product, both as to parentage and 
other matters. The so-called Coordi¬ 
nator of the Initiative Committee for 
National Economic Planning—Myron 
Sharpe, editor of Challenge-claims 
that the bill was originally drafted by 
members of the Initiative Committee 
and that the final draft [is the “joint 
product of the Initiative Committee 
and the original Senate sponsors ,e . 
Senator Javits, however, is on record as 
wanting to make it clear that the spon¬ 
sors of the bill “aren't an instrument 
for the Committee for National Eco¬ 
nomic Planning” and that the Commi¬ 
ttee’s definitive statement “isn’t appli¬ 
cable to our bill." 11 

Senator Humphrey, for his part, 
has offered reassurance that no 
coercivcness would be involved. 
“I can categorically state," he has 
said, “that it is not the intent of the 
authors of this bill or of the bill itself, 
and there is not a single word or phrase 
in this bill which could be used to ex¬ 
pand the government's control over 
economy." 12 Indeed the much touted 
National Planning Bill turns out to be 
an instrument for an undisclosed pur¬ 
pose. It proposes to create an enor¬ 
mous bureaucratic machinery for plan¬ 
ning, but its chief sponsor, while con¬ 
stantly using the magic word planning, 
admittedly has no idea of what he means 
by it: Senator Humphrey explained the 
purpose of the Joint Economic Com¬ 
mittee’s Hearings on the bill last June 
be saying: “This is advisory and con¬ 
sultative, and hopefully out of this dia¬ 
logue and discussion...we will come 
down to a much more clear and precise 
understanding of exactly what we are 
talking about and what we mean.” 1 ® 

no conceivable use 

It is difficult for an outsider to under¬ 
stand how, after introducing so ill- 
considered and irresponsible a piece of 
legislation—which promises merely 
an empty machinery with no staled pur¬ 
pose, which will perhaps give us input- 
output tables for a few hundred com¬ 
modities that will be of no conceivable 
use to anybody except some future eco¬ 
nomic historian, but which may inci¬ 
dentally be used to enforce/he disclo¬ 
sure of various sorts of information 
that would be exceedingly useful to a 
ftiture authoritarian government— 
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Senator Humphrey should be able to 
blast that it*is his “single most impor¬ 
tant piece of legislation /’ 14 

Somebody as innocent of American 
politics as this writer might suspect that 
the Senator from Minnesota is the un¬ 
witting tool of some other, presuma¬ 
bly collectivist, wire pullers who want 
to use the machinery thus created for 
aims they prefer not to disclose. But 
when one rereads the accounts of how 
the campaign for national planning has 
evolved in the articles of tne editor of 
the magazine Challenge , whose hand 
one seems to recognize also in several 
of the other statements supporting the 
plan, one feels reassured that noth¬ 
ing 'more sinister than sheer intellec¬ 
tual muddle is at work. 
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Whither China? 


I 

Slower Growth—More Foreign 
Trade 

According to Chinese statements, the 
burth five year planning period 1971-75 
vas concluded ‘‘successfully". The 
Chinese prime minister told the People’s 
Conference in January, 1975, that the 
otal value of agricultural output in 1974 
vas 51 per cent above 1964, the total 
'alue of industrial output as much as 190 
>er cent up. This works out at an annual 
growth rate of 4 and It per cent respecti¬ 
vely. These figures are slightly higher 
,han American estimates, which over the 
iame period put average annual growth 
)f industrial output at 10 per cent and 
igricultural at three percent; overall eco¬ 
nomic growth is estimated at an annual 
6.7 per cent. At an estimated population 
inciease of two per cent p.a., this growth 
rate is equivalent to a per capita increase 
in Gross National Product of about four 
per cent. The rise in agricultural output, 
however, was only slightly above the 
growth in population. 

The figures for 1974, according to US 
sources, were well below this long-term 
trend: 

Industry—4 

Agriculture—1.7 

Gross National Product—3. 

negative factors 

The value of GNP is put at $223,000 
million, or $240 per inhabitant. But 
this US estimate certainly puts too 
much weight on some negative factors 
that have emerged, including the effects 
of the campaign against “Lin Piao and 
Confucius”. 

Some of the monthly figures and of 
the fulfilment reports from individual 
provinces suggest that in certain indifet- 
rics rates of increase have declined; in¬ 
deed, production may have even fallen. 

On the other hand, at the beginning of 
1975 the Chinese press reported a good 
harvest and the early fulfilment of the 
1974 state plan for a number of products 
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of the producer and consumer goods in- 
dusti ics. 

The figures for 1974 are full of contra¬ 
dictions; the only certainty is that over 
all economic growth has ’ been slower 
than in previous years. But assuming 
that the Chinese figures on the harvest 
and the plan overfulfilment in individual 
sectors point in the right direction, the 
US overall estimate may indeed be a 
little too low. 

Industrial growth in 1974 seems to 
have been concentrated on those sectors 
that were singled out for special help, 
e.g. engineering, crude oil production, 
chemicals and electrical products. But 
small rural enterprises, where industrial 
products were being produced side by side 
with agricultural products, also contri¬ 
buted significantly. They accounted for 
50 and 75 per cent respectively for nitro¬ 
gen and phosphate fertilizer production, 
50 per cent of cement, 50 per cent of coal, 
15 to 20 percent of iron and steel, five per 
cent of electrical output and almost the 
entile production of simple agricultural 
machinery. 

reserves mobilised 

la agriculture, considerable reserves 
have been mobilised without using any 
extra capital merely by deploying labour 
•n irrigation schemes, changes in grow¬ 
ing patterns etc. But these resources 
are likely to have been exhausted now. 
At the end of 1972, when the central 
government had already been aiding the 
“strategic areas and stable harvest yields” 
with considerable funds for some time, 
a farther aid programme for agriculture 
was initiated after the harvest setback at 
that time. At the moment an estimated 
30 per cent of all investment—given an 
investment ratio of about 23 pci cent— 
arc channelled into agriculture, directly 
or indirectly. 

China ordered thirteen factories' 
for the production of nitrogen 
fertilieers from western countries; the 
biggest of these is to have an annual pro¬ 
duction of 500,000 tons. When all these 
imported units have come on stream, 
capacity—which at the moment is four 
million tons of nitrogen (nutrelive sub¬ 
stance) —will double. Thus the pioduc- 
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tion of grain and potatoes could be rai¬ 
sed fiom 260 million tons (1974) to 
300 million tons within the next five 
year planning period. But this additional 
input will lead to markedly higher yields 
only if irrigation farming methods, the 
use of pesticides and the quality of seeds 
are improved simultaneously. There will 
therefore be a continuing need for capital 
expenditure until China can do without 
grain imports and the People’s Republic 
has “solved its grain problem” even in 
bad harvest years. 

II 

Foreign Trade in 1973-74 

As in the two preceding years, foreign 
tiude (including re-exports) grew faster 
than China’s gross output. Foreign > 
trade turnover in 1974 increased by 43 \ 
per cent to $13.6 million; in real terms 
the increase was probably about 15 per 
cent. Exports went up by 32 per cent 
(1973: 53 per cent) imports by 53 per cent 
(1973: 71 per cent;. The trade deficit, 
which in 1973 was small, widened to 
about $1,000 million. The deficit with 
the western industrial countries alone 
was nearly $2,800,000 million; this is 
more than total Chinese expoits to these 
areas. 

The orientation of China’s foreign 
trade towards western industrial markets 
increased in 1974. The west’s share cl 
China’s foreign trade turnover last year] 
reached 58 per cent. The chief customers 
for Chinese products were still Japan 
and Hongkong, which togcthci took 
nearly 40 per cent of Chinese exports, 
twice as much as all the socialist count¬ 
ries together. 

About 73 per cent o x China’s imports 
in 1974 came from the western industrial 
countries, giving these countries a share 
as big as the socialist countries in the 
1950s. The main supplier once again 
was Japan (29 per cent), followed by the 
USa, Canada and West Germany with 
shares of 12, 7 and six per cent respec¬ 
tively. 

Changes in the pattern of Chiuese for-l 
eign trade can be identified only in broa J 
terms since the western statistics u&ecj 
here give a breakdown by broad group 
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only. The share of foodstuffs in total 
exports in 1974 was unchanged at 30 per 
cent. 

Exports of rice fluctuated between 
0.6 million and 2.5 million tons. China 
remained one of the most important 
exporters of rice. The share of raw 
material exports (about 20 per cent) was 
more or less constant, increased invest¬ 
ments in this sector and China’s inflexi¬ 
ble attitude on international raw mate¬ 
rials policy make it seem likely, however, 
that these exports will iacrease rapidly 
in future. Crude oil exports, above all, 
will gain importance. China has con¬ 
siderably expanded and modernised its 
transport and handling facilities recently. 
Japan, in particular, seems to be prepar¬ 
ing itself for higher imports from China; 
in 1974 it bought 5.7 million tons of 
crude oil, in 1978 it plans to buy 25 mil¬ 
lion tons. 


The textiles and clothing industry 
continues to play an important role in 
China's exports accounting for about half 
of all exports in the manufactures and 
semimanufactures group (40 per cent of 
total exports). 

Of China's imports, the share of food, 
drink and tobacco in the past few years 
was between 12 and 19 per cent. The 
fluctuations were caused by the variations 
in China’s purchases of wheat, maize and 
soya beans. While concluding long-term 
agreements with Australia, Canada and 
the Argentina for the supply of at least 
four million tonnes of wncat per year, 
China bought extra grain in the USA, 
France, Brazil and Thailand as and when 
needed. 

China’s raw material imports have 
recently been about 19 per cent of total 
imports. The share of chemical products, 


of which fertilisers account for more 
than ’half;* fell from 15 to 10 per cent 
over the past few years, partly because 
China’s own capacity increased greatly, 
partly because asking prices on offers 
from abroad were too high. 

For West Germany, trade with China, 
at 0.4 per cent of its total trade turnover, 
is of minor significance, although this 
is not true for some industrial sectors. 
As in the two preceding years, turnover 
in 1974 increased considerably (1974: 30 
per cent). West German exports rose by 
33 per cent to DM 1,100 million the 
German export suiplus rose from DM 
420 to DM 585 million. 

In the forseeable future West Germany’s 
trade with China—as measured by its 
total trade—is likely to rise faster than 
average. This seems likely in view not 
only of the figures for the first half of 1975 


Table I 

China s Foreign Trade by Countries and Groups of Countries 1 


(in million US-$) 


CMIiA countries 2 
USSR 
GDR 

Western Europe 
EEC 3 

West Germany 

France 

Italy 

Great Britain 
Switzerland 
Sweden 
Asia 
Japan 

Hong Kong 4 
Australia and New 
Zealand 
America 
Canada 
United States 
Cuba 
Africa 
Total 


Imports 


Exports 


1959 

1970 

1971 

1972 

1973 

1974 

1959 

1970 

1971 

1972 

1973 

1974 

1279.9 

238.8 

370.3 

425.1 

488 

590 

1454.1 

266.4 

353.1 

450.0 

510 

635 

954.6 

24.9 

77.9 

120.9 

134.7 

143.1 

1100.3 

21.7 

76.2 

133.2 

135.1 

139.3 

106.4 

42.3 

44.1 

47.1 

49.5 

69.4 

115.0 

35.7 

39.1 

48.9 

58.9 

76.5 

411.8 

538.1 

493.8 

558.4 

958.2 

1226 

230.5 

413.8 

443.9 

548.1 

805.7 

984 

250.1 

348.7 

334.5 

322.4 

748.9 

964.3 

126.4 

254.7 

283.4 

362.4 

678.8 

823.7 

128.7 

167.2 

138.6 

165.2 

310.2 

420.7 

66.3 

84.4 

95.4 

106.2 

150.0 

192.8 

39.8 

81.2 

111.6 

58.8 

89.6 

160.5 

18.2 

69.8 

71.0 

103.5 

147.1 

183.7 

36.9 

56.9 

59.3 

76.9 

78.3 

105.0 

13.2 

63.1 

64.3 

84.4 

139.8 

116.9 

68.4 

106.9 

69.5 

77.8 

207.0 

167.7 

55.2 

80.9 

77.8 

89.0 

117.4 

156.5 

35.0 

20.8 

16.9 

19.2 

41.5 

50.1 

11.6 

18.1 

16.8 

20.2 

28.8 

36.2 

14.5 

22.1 

30.3 

41.7 

50.2 

59.9 

5.4 

18.6 

17.3 

20.7 

28.3 

39.2 

160.0 

752.0 

748.0 

859.0 

1470 

2376 

397.8 

1148.0 

1210.0 

1570.0 

2760 

3770 

3.7 

571.7 

578.6 

609.8 

1041.4 

1988.3 

18.9 

253.8 

323.9 

491.1 

974.1 

1305.1 

20.0 

10.6 

10.2 

19.2 

52.8 

62.0 

181.0 

467.0 

549.6 

689.2 

1009.3 

1474.0 

37.1 

133.7 

34.2 

57.4 

152.0 

342.0 

9.6 

43.5 

49.7 

64.6 

93.7 

132 n 

5.5 

210.5 

321.8 

604.9 

1140 

1390 

6.0 

94.0 

109.0 

158,4 

197 

27 R 

1.8 

135.3 

201.7 

261.7 

285.3 

446.1 

5.1 

18.2 

25.1 

48.1 

52.5 

* • o 

61 0 

* - 

-- 

0.1 

60.2 

657.5 

787.5 

0.1 

— 

5.1 

32.3 

64.0 

116.4 

0.1 

70.0 

65.0 

68.0 

84 

90 

— 

70.0 

70.0 

65.0 

65.0 

70 

55.8 

105.0 

156.1 

132.4 

167 

230 

45.6 

146.3 

221.6 

225.9 

315 

455 

1950.1 

1978.1 

2124.2 

2637.2 

4370 

6150 

2142.8 

2112.0 

2387.3 

3017.0 

4680 

6254 
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(expats to China rose by 43 per cent, 
imposts by 18 per ncet, over 1974) but 
also of the efforts which both, countries 
put into national fairs. Thus the Chinese 
fair in Cologne, with 190,000 visitors 
achieved a remarkable commercial suc- 
cees. The Chinese response to the West 
German # industrial fair in Peking, the 
Technogerma 1975, at which 358 firms 
displayed up to the minute technology 
and disseminated technical knowledge 
in 170 lectures and symposia, also points 
to ah expansion of trade in the medium 
term. In 1974 China participated in 19 
international fairs and staged 14 national 
export fairs all the world over. 

Ill 

the outlook 

China’s future economic development 
will depend largely on its ability to get 
back on to its former growth path aftei 
the slowdown in 1974. Repoits and 
news items about the first half of 1975 


that were given special prominence refer¬ 
red to a "rich” spring harvest and favour¬ 
able prospects for the autumn, despite 
the prolonged draught in the north and 
the large scale floods in some ai*as of 
south and south cast China. Output in 
important branches of heavy and light 
industry is claimed to have risen in the 
first half by 10 to 20 per cent on a year 
ago. 

There are many indications that the 
Chinese economic leaders after the dis¬ 
turbances of 1974 and in the summer of 
1975,areaiming quickly to eliminate exist¬ 
ing weaknesses as well as to ensure 
greater continuity. 

One problem is the large adverse 
balance on Chinese trade at the moment. 
The prospects for reducing this deficit 
in the medium term must, however, be 
rated as favourable because growing 
future oil exports will produce rising 
revenues. A reduction in the high grain 


imports is also likely. Against this 
China needs continued imports of modern 
technology in the shape of capital goods. 
This seems all the moie essential if in¬ 
dustrial output is to be doubled in the 
next five year planning period. In the 
next five year plan China should, how¬ 
ever, be able to finance purchases, of capi¬ 
tal goods of as much as $1,000 million 
a year from rising revenues from oil ex¬ 
ports. 

It remains to be seen whether the Chi¬ 
nese leaders will prefer to keep China’s 
trade in balance at all times or will seek 
to speed up economic growth by increased 
imports of capital goods. 

Sources and acknowledgements: The 

foregoing summarises a report from 
the latest issue of the Economic Bulletin 
of the Deutsches Institut fur Wirtschafts- 
forschung, 33 Koenigin-Luisc-strassc 5, 
Berlin 33, but the D1W is responsible 
neither for the wording of my summary 
nor for my intcrspeiscd comments. 


Table II 

China's Foicign Trade* by SITC Commodity Groups (in per cent) 


Categories 

SITCf 

1955 

1959 

1962 

1970 

1971 

1972 

1973 





Exports 





Exports total 

0—0 

100 

100 

100 

100 

100 

100 

100 

Food, drink, tobacco 

o+t 

31.6 

24.4 

17.6 

31.5 

29.8 

29.6 

30.0 

Riw materials (excluding mineral fuels) 

2 i -4 

43.0 

32.5 

17.8 

21.9 

18.7 

18.8 

18.0 

Mineral fuels, technical oils 

3 

1.0 

1.0 

1.1 

1.1 

1.2 

1.2 

1 . 

Chemical products 

5 

2.0 

1.6 

2.2 

4.6 

4.6 

4.8 

5. 

Machinery and transport equipment 

7 

1.2 

0.9 

0.7 

1.7 

2.0 

1 . 

1 . 

Semi-manufactures and manufactures 

6+8 

17.9 

35.7 

59.0 

36.1 

40.2 

39. 

41. 

of which : textiles 

65 

9.0 

27.6 

40.9 

24.2 

20.0 

20. 

21. 

Unspecified 

9 

3.3 

3.9 

1.6 

3.1 

3.4 

4.3 

2.2 




Imports 



100 


Imports total 

0—9 

100 

100 

100 

100 

100 

100 

Food, drink, tobacco 

0+1 

2.1 

1.4 

26.8 

15.9 

12.1 

15.2 

19.2 

of which : grain and cerclas 

04 

— 


26.0 

12.6 

8.9 

12.5 

16.9 

Raw materials (excluding minerals fuels) 

24-4 

15.6 

21.8 

21.7 

18.5 

18.7 

18.6 

19.1 

Mineral fuels, technical oils 

3 

9.2 

9.6 

15.1 

1.1 

1.0 

0.7 

0.5 

Chemical products 

5 

R.7 

6.9 

8.4 

15.1 

14.4 

12.9 

9.4 

of which : fertilizers 

56 

3.3 

2.4 

3.7 

10.3 

8.6 

6.8 

4.5 

Machinery and transport equipment 

7 

26 7 

38.3 

6.8 

17.6 

21.9 

18.8 

18.3 

Semi-manufactures and manufactures 

6+8 

14.8 

17.1 

16.5 

27.8 

2S.0 

29.4 

29.1 

Unspecified 

9 

2^.9 

4.9 

4.7 

4.0 

3.9 

4.5 

4.4 


* Based on information from partner countries.— t UN, Standard Interna tier d Trade Classification. 

Sources : UN monthly Bulletin of Statistics, March 1961, 1964, April and July 1971, 1974.—UN Yearbook of International 

Trade Statistics.—Research Aid, Reople’s Republic of China: International Trade Handbook, Washington, October 1973, 
September 1974. 
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WINDOW ON TME WORLD 


Return of the imported worker 


While preparations are slowly being 
made for the first elections of a European 
parliament to take the place of the pre¬ 
sent nominated Council of Europe in 
Strasbourg and while a 70-page report 
is circulating in west Europe’s capitals for 
reform of the European Community, the 
nine nations composing that Community 
are climbing slowly — some scarcely 
moving-out of their gravest economic 
crisis in 30 years. Not even the most 
optimistic can yet see clearly the way 
ahead. Few were prepared to prophesy 
thatiecovcry would begin with the second 
half of 1976: few are willing now to 
venture the opinion that this year will be 
noticeably better than last. 

Even in countries bending backwards 
to avoid a growth in unemployment 
there is unavoidable admission that the 
number of workless is inci easing. To 
some extent most west European states 
can offset the rougher edge of unemploy¬ 
ment by sending their imported workers 
back to the Balkans, southern Europe 
and north Africa. It is of no concern 
to them that in doing so they are export¬ 
ing unemployment. But this tactic has 
its limits—some foreign workmen must be 
retained even though home worklessness 
rises and sending foreign workers home 
cannot last long as an unemployment 
cure. Neither can short time working 
or enforced holidays. The relatively 
cosy centre of Europe will be obliged soon 
to acknowledge that, despite their slogans 
of full employment, they have an unem¬ 
ployment problem which will grow in 
the foreseeable future. 

high unemployment 

Among the countries of the European 
Community the most steadily prosperous, 
West G:rmanv, experienced a fall of 3.6 
p t cent in real terms last ye.ir in its Gross 
National Product, a net fall of 3.2 per cent 
since 1973. There was a fall of 3.2 per 
cent in the number of employed persons, 
the number of unemployed in the West 
Germany topping the million mark to 
1.07 million. Productivity, as measured 
by real Gross Domestic Product per em¬ 
ployed person, slipped 0.4 per cent from 
the 1973 figure. The sharp drop of 3.6 
per cent in GNP last year in West 
Germany was due primarily to a 9.1 
per cent decline in exports of goods and 
services and to a continuing drop in 


private capital investment. The govern¬ 
ment is trying to encourage industry by 
allowing businessmen to set losses in 
one year against earnings of the next in 
tax returns. 

The effect of the continuing economic 
relapse in politics has been seen lately 
in the defeat of the ruling Socialist- 
Liberal coalition in the state of 
Lower Saxony. With general elec¬ 
tions some nine months ahead the 
setback is being taken seriously in 
Bonn, the least sanguine seeing the Sax¬ 
ony result as a continuance of socialist 
defeat experienced in New Zealand and 
Australia. The noticeably growing ten¬ 
dency among the public in Europe to 
spend more cautiously and to save is 
seen by some as indicating possible public 
support for some such policy of cutting 
living standards as is being put into force 
by the new conservative go\ernmcnt in 
New Zealand and as a possible approach 
in rebuttal of socialist economic theories 
in west Europe. 

European scene 

While France saves the European 
Community scene from being uniformly 
discouraging, with its industrial produc¬ 
tion able to maintain growth, the German 
economy is expected by its Commerz¬ 
bank to recover only slowly this year 
In its forecast for 1976 the Bank does 
not expect any major brach in industry 
to succeed this year in erasing the 
losses of 1975. The British outlook 
remains dismally depressing. The in¬ 
crease announced recently in the British 
public sector borrowing requirement— 
up from £9 billion to £12 billion for the 
financial year ending March 31—announ¬ 
ced in the application for borrowing 
from the IMF makes the borrowing re¬ 
quirement equivalent to 13 per cent of 
Britain’s national income. 

The effect on sterling rates has produced 
the lowest quotations for the £ ever seen 
and Britain’s official announcement that, 
in the immediate future, further financ¬ 
ing from abroad will be needed suggests 
that the flexible exchange-rate policy will 
result in further depressing declines in 
the value of sterling in foreign countries. 
At home in Britain the sale of bicycles 
reached the one-million mark for the first 
time in 20 years in 1975, perfecting the 


E. B' Brook, Vienna 

economic situation and the continuing 
effects of petrol prices. 

The continuing recession, characteri¬ 
zed by steadily rising living costs and 
climbing unemployment, strains alike 
the resources of the individual and of the 
welfare systems. Some signs of recovery 
this year are more than economically 
important. It is encouraging that the 
general query tends to be when will re¬ 
covery arrive rather than how long will 
recession last. For the shape of better 
things to come Europe must still look a 
little beyond itself. 

hopes ot recovery 

The recovery in the western world’s 
fortunes will almost certainly be led 
by the United States where a 
growth of some 5} per cent is expected 
for this year. Japan is also expected 
to climb back to economic growth with 
achievement of a 4£ per cent increase. 
The European recovery is expected to be 
more sluggish, with the best growth no 
more than about three per cent and the 
weaklings—Britain, Italy and the smaller 
European Community nations-beirg 
lucky if they are able to improve produc¬ 
tion by as much as two per cent. The im¬ 
petus for growth will come from outside 
Europe—from the USA and Japan— 
and from the potential as well as actual 
strength of the European Community 
which, since its inception in 1958, has 
swelled the collective GNP of its mem¬ 
bers four-fold and increased joint trade 
more than three-fold. 

The strength of west Europe for real 
growth once the recession corner has been 
turned—perhaps this year or early 1977 
—lies in the fact that more than 20 per 
cent of its present industrial capacity 
is unused. Any new invetment en¬ 
couraged by slow recovery would pro¬ 
bably be directed into rationalising and 
streamlining businesses for greater com¬ 
petitiveness and profitability—increased 
employment following as competitiveness 
leads to greater production. The in¬ 
crease in the level of experience, educa¬ 
tion and capability of the head executives 
sent to west Europe by the leading US 
trading corporations suggests strongly 
that across the Atlantic the most far see¬ 
ing men expect a profitable upturn in 
Europe within a very few years. 

When this upturn comes it will be used 
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by a Western Europe which 1 ms used the 
recession' period and Its experience of 
. difficult days to realign and rationalize 
its relations with the oil-producing states, 
to reach a more mutually beneficial range 
of commercial relations with industrially 
developing countries and sources of basic 
supplies and to gain a new view of the 
trade potential of the United States. 

The International Monetary Fund has 
helped to lead the way to west Europe’s 
newer world outlook. The recent Jamaica 
conference brought into being a new world 
monetary system which is a radical depar¬ 
ture from the former Bretton Woods- 
based methods. It formalized the sys¬ 
tem of floating currency rates and the 
changed status of gold and partly changed 
the IMF itself from a banking and ex¬ 
change rate regulator into a growing 
aid agincy. The new agreements are 
fragile. The falling price of gold may 
damage the first steps of the new system 
since the IMF had not calculated with 
the problem of selling gold on a falling 
market. 


Gold markets am likely to be 
under pressure all this year and the IMF 
may have eventually to negotiate a pur¬ 
chase price for gold with leading indus¬ 
trial governments. The Bank for Inter¬ 
national Settlements in Basle—the central 
bankers’ central bank—is unlikely to be 
able to defend any floor price fer gold 
once the IMF begins selling one-sixth 
of its holdings on the world market in 
March or to make any large putchascs. 
The expectation that the IMF would be 
able to achieve a profit of about $100 
an ounce over the official price of $42.22 
an ounce is unlikely to be fulfilled. 

The most hopeful outlook for the IMF 
gold sale is that the amount of gold put 
on sale would not seriously break the 
price. What is certain is that the sale 
will restore to wealthy nations 25 mil¬ 
lion ounces of gold at a price they will 
very largely be able to determine at the 
Basle auction. How much the intended 
beneficiaries will profit appears ques¬ 
tionable. Gold producers and central 
banks will have a mutual interest in see¬ 


ing that the amount bought—no matter 
how much is offered—is not sufficient 
seriously to depress the price of the pre¬ 
cious metal they sell. The interests of 
the gold producers—South Africa and the 
Soviet Union—conflict with those of the 
less-well-off members of the IMF in 
the matter and the IMF may be forced, 
despite its expressed intention, to nego¬ 
tiate a firm selling price. 

The projected IMF gold sale, the 
Jamaica decisions and the more durable 
negotiations in Geneva by GATT and 
UNCTAD as well as the massive con¬ 
ference on economic cooperation in 
Paris will all be factors which an indus- 
rially reviving west Europe will need to 
handle unusually carefully. Like indivi¬ 
duals, nations when economically sick 
tend to be more reasonable then when 
they recover and feel able to throw their 
weight about again. The best to be hoped 
for is that west Europe will have broade¬ 
ned its understanding of world problems 
as a result of its thinner days in the mid¬ 
seventies. 


Kissinger on US trade policy 


Our approach to foreign economic 
policy has three basic elements: The 
building up of stronger economic ties 
with our industrial allies; the construc¬ 
tion of a stable and mutually beneficial 
economic relationship with the com¬ 
munist nations; and providing oppor¬ 
tunities for the less developed nations 
to share in both the benefits and the res¬ 
ponsibilities of the world economic sys¬ 
tem. The meeting of the leaders of 
six major industrialized democracies at 
Rambouiliet, France, last November, 
was a significant foreign policy event. 
They agreed to coordinate their econo¬ 
mic policies more closely to assure a 
stable and durable recovery. They 
confirmed their commitment to the 
OECD (Organization for Economic 
Cooperation and Development) trade 
pledge, and they concurred in the basic 
elements of an agreement on monetary 
reform that was accepted by the IMF 
(International Monetary Fund) Interim 
Committee in Jamaica on January 9. 

Our relations with the communist 
nations can be stabilized and more pru¬ 
dent behaviour on the part of the Soviet 
Union and its allies can be encouraged 
by closer economic ties. 

The grain agreement that we negotia¬ 
ted with the Soviet Union was a major 


Following are excerpts from Secre¬ 
tary of State Henry Kissinger’s 
testimony before the Senate 
Finance Committee on January 30, 
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step in building a better relationship. 
It provides an assured export market for 
our farmers. Yet by putting cur grain 
trade with the Soviet Union on a more 
regular basis, it protects our consumers 
from the wild swings in grain prices 
caused by large and erratic Soviet pur¬ 
chases, and it puts the Soviet Union on 
notice that the economic benefits r*f 
our relationship require an atmosphere 
of Accommodation and understanding 
between east and west. Unfortunately, 
the ability of this country to use the 
process of normalizing trade with the 
communist countries as a flexible ar.d 
constructive element in cast-west relation¬ 
ships is reduced by the provisions of Title 
IV of the Trade Act. These provisions, 
in the establishing a single issue in cast- 
west relations (Soviet emigration policies) 
as the governing condition for normaliz¬ 
ing trade, close the door on the use of 
the trade relationship over a wider range 
of issues and interests. 

Over the last few years the industrial 


countries have been the object of mount- i 
ing criticism by much of the developing 1 
world, which believes that the interna-1 
cional economic system and the policies | 
of the industrial nations have denied | 
them opportunities for advancement. The | 
hostility of some Third World spokesmen 
and bloc voting have made construc¬ 
tive discussion in UN forums between 
the industrial and developing worlds al¬ 
most impossible. The developing coun¬ 
tries are not a natural bloc. They 
comprise more than 100 countries which 
differ widely in income, economic struc¬ 
ture and level of development. In re¬ 
cent years they have not pursued their 
real and vaiicd interests in UN forums. 
They have combined instead to confront 
and accuse the developed world of ex¬ 
ploiting them. 

The radicalisation of the Third World 
and its consolidation into an antagonis¬ 
tic bloc is neither in our political nor 
our economic interest. A world of 
hostile blocs is a world of tension and 
disorder. Developing countries can play 
a spoiler’s role in the world economy. 
Attempting to restrict the supply of 
critical materials, subjecting foreign in¬ 
vestment to harrassment and confisca¬ 
tion, thwarting our effoits* to restruc¬ 
ture the world trade and monetary sys¬ 
tem. Clearly, it is in our national in- 
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terest— and in the world interest—that 
economic relations between the develop¬ 
ing nations be conducted in a coopera¬ 
tive way, and that each have a realistic 
appreciation of what can be done to 
advance their mutual interests. 

In addressing this problem, our objec¬ 
tives have been four-fold: To change 
the atmosphere in which discussions 
between the developed and developing 
countries are held from confrontation 
to cooperation; to change the sub¬ 
stance of the discussions from ideology 
to consideration of practical actions; to 
encourage the developing countries 
to pursure their real and varied interests 
in a realistic way; and to shift the focus 
of discussions and actions in so far as 
possible to forums in which participants 
can be expected to act responsibly. 

practical proposals 

At the UN special session, we set an 
agenda for future discussions between 
the rich and the poor countries with a 
broad range of practical proposals that 
serve the mutual interests of both. Our 
proposals were developed in consulta¬ 
tion with members of Congress. 

The special session was an important 
event in the slow process of encouraging 
the developing countries to pursue their 
varied interests in a realistic way, but 
it was only a beginning. We need to 
move ahead to give effect to our initia¬ 
tives, and we need to maintain a continu¬ 
ing dialogue with the developing world. 
We have begun a new dialogue with these 
countries and with the oil exporting 
countries in the Conference on Inter¬ 
national Economic Cooperation (CIEC) 
which met in Paris last dccember. We 
look to the conference, with its four 
commissions on energy, raw materials, 
development and related financial issues, 
to consider seriously many of our UN 
proposals that have not yet been imple¬ 
mented. Unlike the broad UN Forums 
in which developing nations vastly out¬ 
number the industrial democracies and 
vie with each other to escalate their de¬ 
mands, the commissions will be small— 
15 members in each—and focussed on 
specific issues, we think the decisions 
will be more balanced as a result. The 
CIEC and its commissions arc on a one- 
year experiment. 

We are pursuing our special session 
initiatives and dialogue in many other 
appropriate forums. The IMF with the 
support of its developing as well as 
industrialised members, has already 
acted favourably on several of our key 
initiatives. I would like to put some of 
othir initiatives, especially those in the 


trade, commodity, investment, and 
energy areas, in proper context by out¬ 
lining the general policies that guide 
us in these areas. 

Trade: The multilateral trade negotia¬ 
tions represent a major foreign policy 
initiative. Their results will affect our 
relations with all our trading partners. 
They will affect our domestic and in¬ 
ternational prosperity. The develop¬ 
ing countries have been playing an in¬ 
creasingly important role in our trade. 
They now account for about one-third 
of our total trade and more impor¬ 
tantly for 90 per cent of our total 
trade surpluses in recent years. Central 
to the development objectives of the 
developing countries is expanding mar¬ 
kets for their exports. Without these 
opportunities to earn foreign exchange, 
tney will not be able to continue taking 
an increasing share of our exports. 
Trade, therefore, forms a vital and 
two-way link in our relations with 
these countries. 

This is the principle underlying the 
Congress action in extending tempo¬ 
rary Generalised Tariff References to 
these countries. It is the principle I 
stated in the UN special session. In 
both cases account is taken of the fact 
that our goal is the development of these 
countries to the point where they can 
participate more fully in the world trad¬ 
ing system, sharing both its rights and 
obligations. Some are already nearer 
this point than others. The different 
levels of development among these coun¬ 
tries were taken into account by 
Congress in our Generalized System of 
Preferences. In that system, developing 
countries cease to enjoy preferential 
treatment for products they can sell in 
our market in substantial volume, as 
defined in the competitive need provisions 
of the Trade Act, indicating that they have 
become competitive as exporters of these 
products. 

mandatory provisions 

With regard to our system of generali¬ 
sed preferences, we continue to support 
a mandatory legislation, such as that 
which has been introduced by Senator 
Bentsen, which would waive the OPEC 
exclusion provision of Title V of the 
Trade Act for those OPEC members that 
did not participate in the 1973 oil embar¬ 
go. The blanket exclusion of OPEC coun¬ 
tries has had a noticeable adverse effect 
on our relations with important coun¬ 
tries such as Indonesia, Venezuela and 
Ecuador. Countries that did not paiti- 
cipate in the 1973 embargo, and has 
diminished the overall favourable impact 
of GSP on our relations with develop¬ 


ing countries. The GSP denial has be¬ 
comes major issue between the US and 
practically all of Latin America, and is 
by all odds the most divisive fector In the 
hemisphere in the trade field; it has also 
affected US relations with members of 
ASEAN. Furthermore, it costs a sha¬ 
dow on the north-south dialogue that 
is just beginning in the Conference on 
International Economic Cooperation. 
The present provisions has led to support 
and sympathy among other LDCs for 
the OPEC countries. 

leadership role 

Commodities : The US has assumed the 
leadership role in the area of interna¬ 
tional commodity policy. We have 
several specific concerns for which we 
are continuing to develop policies. First, 
as a major consumer we are concerned 
with security of supply at reasonable 
prices. While we are not generally 
concerned with the possibility of success¬ 
ful OPEC-type action in raw materials, 
we cannot ignore the possibility that 
unilateral attempts to leverage indus- 
rial consumers are a possibility and 
could, in a few cases, be economically 
disruptive. We intend to address this 
issue through supply access negotiations 
in the MTN (Multilateral Trade Nego¬ 
tiations). 

Second, we are concerned that an un¬ 
certain investment climate in the deve¬ 
loping world, as well as the increasing 
cost of mineral exploration and exploi¬ 
tation, will undermine adequate private 
investment flows for mineral develop¬ 
ment. Our response has been on two 
levels. We have expressed a willingness 
to improve the investment climate in the 
developing world by discussing guide¬ 
lines for the behavior of both multi¬ 
nationals and governments, by calling 
for a multilateral investment insurance 
agency, and by using what leverage we 
have to settle investment disputes by 
third party arbitration. We have also 
proposed that the World Bank—-both 
the IBRD and the IFC—become more 
involved in mineral financing in the 
LDCs. 

Third, we must direct attention to 
those commodities whose prices fluc¬ 
tuate excessively, with severe infla¬ 
tionary effects in our own economy. 
We are prepared to give consideration 
to means of moderating fluctuations, 
ranging from a better exchange of in¬ 
formation between producers and con¬ 
sumers to formal arrangements in spe¬ 
cific commodities where appropriate. 

Fourth, we recognize that for many 
commodities the dominant problem 
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iflay not fee volatile prices feut competi¬ 
tion from synthetics, declining or slug¬ 
gish secular demand, or overproduction 
as new suppliers come on the market. 
The remedies in such cases would be 
measures such as a diversification, im¬ 
proved productivity, or better marketing 
practices^ Wc have, therefore, pro¬ 
posed that there be a producer-consumer 
forum for each key commodity to con¬ 
sider what can be done to promote the 
efficiency, growth and stability of its 
market. 

important instruments 

International Investment : Trans¬ 

national enterprises have been impor¬ 
tant instruments for growth in both 
the industrial and developing countries. 
They contribute not only scarce capital 
but also scarce technology, manage¬ 
ment, and marketing skills. In recogni¬ 
tion of these benefits, the industrial 
countries, including the United States, 
have maintained an open policy on 
national investment. The developing 
countries are ambivalent about pri¬ 
vate foreign investment. They want it 
for the benefits it brings, but they arc 
uneasy about it--and in particular about 
the trans-national company which is the 
major instiument for international in¬ 
vestment—because of its power and 
global outlook. 

Many of the most successful develop¬ 
ing countries have taken advantage of 
foreign private investment. In general 
the results have been more rapid moder¬ 
nisation and a strengthened private sec¬ 
tor. We remain convinced that deve¬ 
loping countries would be well served 
by offering a secure climate for foreign 
investment. 

The benefits deriving from trans¬ 
national enterprises make it important 
that governments deal with legitimate 
concerns about these companies. One 
major concern is that these enterprises 
may deviate from proper standards of 
business behaviour. There have also 
been serious, instances of apparent dis¬ 
regard for national law with respect to, in 
particular to illicit payments. The US 
has taken the lead in dealing with these 
concerns because of our commitment to 
an opsn international system for invest¬ 
ment and trade. We am active in efforts 
within the OJECD to work out guidelines 
defining reasonable standards of business 
practices for transnational enterprises. 

In my address to the UN special ses¬ 
sion, I said that the US is willing to pur¬ 
sue discussion of international guidelines 
for transnational enterprises within the 


UN. We are willing to address the con¬ 
cerns of developing countries, in parti¬ 
cular that transnational enterprises ccn- 
tributc to the development process. At 
the same time, we believe that any UN 
guidelines should be balanced. In parti¬ 
cular they should include not only the 
obligations of enterprises, but also those 
of governments to treat the rnierprncs 
equitably and in accordance with inter¬ 
national law; they should apply equally 
to domestic and international entcrpiiscs, 
and to private and public firms, wher¬ 
ever appropriate. 

Energy : Two years have passed sircc 
the oil exporting countries sent shock 
waves through the world economy by 
the abrupt and enormous increase in the 
price of oil. In those two years wc have 
created the International Energy Agency, 
(IEA) a potentially dyramic centtr fer 
energy cooperation; established a com¬ 
prehensive emergency programme to in¬ 
crease the ability of IEA members to 
withstand the economic impact of 
another embargo; negotiated a finan¬ 
cial support fund to meet problems posed 
by the huge financial accumulating of 
the oil producing countries; established 
the long-range IEA programme to accele¬ 
rate the shift in supply and dtmard for 
world energy that will eventually erd 
our vulnerability to arbitrary OPEC 
control over world prices. This long¬ 
term programme will tie together ard 
reinforce our respective national efforts 
to reduce our excessive dfpcrdcrcc cn 
imported oil. 

long-term programme 

The adoption of long-term programme 
complete the basic design for consumer 
country cooperation in energy which is a 
central pillar of US International 
Energy Policy. Having completed this 
framework for cooperation among the 
industrial democracies, wc are new ready 
to begin a dialogue with the oil producers 
and the non-oil producing developing 
countries. Wc approach this dialogue 
in a spirit of constructive cooperation, 
aware of our own vital interests. But 
convinced that our interests and those of 
the oil producers can be harmonized. 
The attainment of our objective of sub¬ 
stituting cooperation for north-south 
confrontation will depend importantly 
on the ability of the administration and 
the Congress working together, to trans¬ 
late our proposals into concrete politics 
and action. 

In the commodity area, we will be 
seeking the advice and consent of the 
Senate to US membership in the Inter¬ 
national Tin Agreement and in other 
international commodity agreements 


tfeat we determine are consistent with 
our interests. We will be coming to 
this committee for implementing legis¬ 
lation where such legislation is required. 
Coffee is an example. The success of 
our efforts in north-south diplomacy 
also depends on more systematic efforts 
by us to ensure that each developing 
country understands that our bilateral 
relations with it include that country’s 
behavior toward us in international 
meetings and, in particular, its votes 
there on issues of highest importance to 
us. I have asked each of our embassies 
overseas to make clear to its host govern¬ 
ment that one of the factors by which we 
will measure the value which that govern¬ 
ment attaches to its relations with us 
will be its statements and votes on that 
fairly limited number of issues which wc 
indicate are of importance to us in inter¬ 
national forums. In view of the growing 
importance to us of ceilain issues, of 
both economic and political signifi¬ 
cance, it must be expected that the 
United States will be weighing this fac¬ 
tor more heavily in making new commit¬ 
ments within bilateral relationships. 

interests abroad 

Conclusion : We have majoi economic 
interests abroad to promote, interests on 
which many American jobs and Ameri¬ 
can prosperity depend. Generally speak¬ 
ing. those interests are best promoted 
by encouraging among countries the 
same freedom of economic exchange we 
have within this country because we 
have by far the greatest economy, onl) 
we can take the lead in moving the inter 
national economy in this direction. Wc 
must not fail to exercise that rtspensibi 
lity. Our leadership role must not ami 
does not prevent us from using ourccono* 
mic power to make sure that Amcricai 
traders and investors get a fair oppor 
tunity. The developing countries are i 
special case. If we want them to joii 
the open economic system of which tin 
United States is the center, we have t< 
make it more accessible to them. This i 
the key to the proposals l made at th 
Seventh Special Session of the UN. 

The impact of these policies can b 
crucial. But if it is right for us to adop 
these policies, the developing countrie 
must realise that they arc not urcond 
tional. They should'accept obligation 
as members of the internet icral systeir 
that grow as their economies grow. B 
this approach I am he pc f\il that we ca 
create between develcrirg aid irdus 
rial countries a new relationship of cor 
fidence and equality, in which expandni 
Investment and tw'o-way trade wii 
accelerate growth in both the north an 
the south. 

Courtesy : VSL 
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“Operation Karlina- 

nidhi” has had all the clumsiness of 
some of the techniques adopted for the 
ritual slaughtering of animals for sacri¬ 
fice or food. For weeks if not for 
months New Delhi or its minions have 
been making continuous discoveries of 
the DMK ministry's sins of omission and 
commission and loudly sharing their 
knowledge with the people of this coun¬ 
try in general and the public of Tamil 
Nadu in particular. Some of the attacks 
or allegations against the DMK adminis¬ 
tration or the party are clearly frivo¬ 
lous. For instance, it does not lie in 
the mouth of Mrs Gandhi’s party, which 
is even now sedulously building a per¬ 
sonality cult, to charge the DMK with 
wasting public money on statues or 
other memorials. 

Then there is the broadside fired by 
Mr T.A. Pai, who has accused the DMK 
ministry of mismanaging power genera¬ 
tion or distribution and held it largely 
responsible for the powei shortage in 
Tamil Nadu some time ago. This, again, 
is preposterous partisan politics. Jt is 
true that the DMK administration can 
be readily blamed for corruption, nepo¬ 
tism and general inefficiency in the man¬ 
ning or operation of power stations in 
the state, but then what has been the 
record of ministries in other states where 
Mrs Gandhi’s party has been in power? 
Can it be honestly said that UP has been 
less blameworthy? Could Mi Pai, 
moreover, have conveniently forgotten 
that a good part of the difficulties ex¬ 
perienced by the power economy of 
Tamil Nadu is attributable to the run¬ 
ning to seed of the Ncyveli complex, 
which is directly under New Delhi’s 
jurisdiction? Above all, is it not a fact 
that the centre itself has not shown any 
remarkable efficiency in settling or help¬ 
ing to settle chronic interstate disputes 
which have bedevilled the proper utili¬ 
sation of the waters of the southern 
rivers for irrigation or power genera¬ 
tion? 

The termination of the tenure of 
the DMK ministry and that of the 
state legislature, which was domi¬ 
nated by that party, was preceded 


a slanging natch katweafi ktrs 
ndhi ana Mr Karunanldhi. There 
was a sudden display of concern by 
New Delhi over the lag in Tamil Nadu’s 
Industrial growth or general economic 
development. An appeal was made to 
the golden age of the now conveniently 
dead Kamaraj when it was complained 
that the DMK ministry had failed to 
maintain the tempo of progress which 
Tamil Nadu had attained under 
his leadership of the state govern¬ 
ment. Two questions arise: What 
about the grey interregnum of the 
Bhaktavatsalani ministry the failings and 
misdeeds of which were largely respon¬ 
sible for the debacle of the Congress 
in the 1967 general election and the 
sweeping victory of the DMK? Secondly, 
is it or is it not a fact that, given the 
respective resources and roles of the 
centre on the one hand and of the state 
governments on the other in the indust¬ 
rial giowth of the country, the climate 
for development in any part of it is deci¬ 
sively determined by central govern¬ 
ment policies and decisions? For several 
years now New Delhi has been following 
negative and restrictive fiscal, monetary, 
industrial, labour ar.d genual ccorxmic 
policies which have brought to a grind¬ 
ing halt economic expansion not only in 
Tamil Nadu but all over the country. 
It would be as fair and right to blame 
the centre for the general backsliding cf 
the national economy as it would be to 
pinpoint the lapses of a particular state 
government in letting the economy of 
its region become stagnant. 

The president's procla- 

mat ion taking over the administration of 
the state seeks to justify this step on 
grounds which do not bear scrutiny. Two 
main charges have been made. The first is 
that the DMK ministry had, by a series 
of acts of maladministration, corruption 
and misuse of power to achieve partisan 
ends, set at nought all canons of justice 
and equity which were the hallmark of 
a democratic administration. It is true 
that during its nine years in office the 
DMK ministry was accused frequently 
of various crimes and misdemeanours. 
It is on record, however, that although 
representations were made to New Delhi, 



MOVING 

FINGER 


M ftttkp was taka*. In fact, a ineinb* 
randura on this subject* submitted by 
Mr M.G. Ramachandran of the Anna 
DMK years ago is gathering dust in the 
pigeon-holes of the president’s secre¬ 
tariat. 

Had the centre beep really con¬ 
cerned about ensuring clean • adminis¬ 
tration in Tamil Nadu, it could 
have shown its sincerity by ordering a 
judicial enquiry into the charges against 
the Karunanidhi ministry at any time 
during the last five or six years. This 
it did not do; on the contrary, it did 
quite a lot of hobnobbing with the DMK 
at the level of national politics as well as 
the level of state politics. In Pondi¬ 
cherry, Mrs Gandhi’s party was quite 
an agreeable bedfellow of the DMK 
until conjugal differences arose, as they 
usually do. Mr C. Subramaniam’s elec¬ 
tion to parliament from the Krishna- 
giri constituency in a by-elcction held 
in August 1971 was certainly owed to the 
DMK decision to keep out of the con¬ 
test. We may also mention in passing 
the repeated DMK claim that it played 
a crucial part in favour of Mrs Gandhi 
at the time of the Giri election and the 
“great split”. 

For an objective obser- 

ver it is certainly difficult to accept the 
thesis that concern for clean govern¬ 
ment played any significant part in New 
Delhi’s decision to impose president’s 
rule on Tbmil Nadu. Maladministration, 
corruption and sheer inefficiency have 
been a national malaise and the centre, 
whether in its political hierarchy or in 
its bureaucratic echelons, has certainly 
not been impeccable in this respect. 
It is also a fact that there have been or 
are other state governments which have 
been or are equally, if not more, venal 
than the DMK and it is very much in 
the public memory that a mass move¬ 
ment had raged for months in Bihar 
against ministries in that state, protest¬ 
ing exactly against such crimes or mis¬ 
demeanours as those for which the DMK 
ministry in Tamil Nadu has just got the 
sack. 

The second principal justification for 
the president’s proclamation is reported 
to be the failure, in New Delhi’s view, 
of the Tamil Nadu government to imple¬ 
ment the Emergency sincerely, fairly and 
efficiently. The main grievance here 
seems to be that the DMK government 
had not cracked down sufficiently ruth¬ 
lessly on all political activity or public 
conduct deemed undesirable by Mrs 
Gandhi’s party. The DMK, in other 
words, is being blamed for refusing to 
be a tool in the hands of the centre for 
suppressing the political opponents 
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of Mrs Ghuidhi's party. Since the DMK 
itself is an opposition party at' the cen¬ 
tre, ft is difficult to see how it could be 
expected to accept what is in a sense a 
suicidal role. It is true that the DMK 
government had adopted a relatively 
liberal approach towards political acti¬ 
vities in the state after the Proclamation 
of Emergency but, in my view, Mrs 
Gandhi's partymen should be the last 
to complain against this since they have 
been benefiting the most from this cir¬ 
cumstance. ' When I was in Tamil Nadu 
some time ago, I was amazed at the 
freedom with which Mrs Gandhi's 
followers could organize street-corner 
meetings to inveigh against political 
opponents of all complexions including 
the leaders of the DMK. 

I am not interested in 

suggesting here that the DMK govern¬ 
ment was the best government that Tamil 
Nadu could have had, but I am certainly 
not convinced that two faceless adminis¬ 
trators from the New Delhi bureaucracy 
are a credible substitute for a popular 
government, whether in Tamil Nadu or 
elsewhere. That the DMK government 
and its chief minister enjoyed massive 
public support cannot be doubted. It 
is equally clear that this party and its 
leaders will continue to be very consider¬ 
able political forces in Tamil Nadu. Mr 
Karunanidhi’s achievement in keeping 
his party together in the legislature dur¬ 
ing several years of pressures, both ex¬ 
ternal and internal, was as remarkable 
as Mrs Gandhi’s own feat in consolidat¬ 
ing and strengthening her position after 
the '‘great split”. 

It should not of couisc be diffi¬ 
cult to fault the DMK government 
but so far as the ordinary men 
and women of Tamil Nadu are con¬ 
cerned this ministry’s activities in the 
areas oj social justice or social welfare 
would always rank as the record of a 
grassroots political party which recog¬ 
nizes and values its stake .in the com¬ 
mon people of the state. Considered 
in terms of its significance for the short 
period, the dismissal of the DMK minis¬ 
try may perhaps be interpreted as wel¬ 
come evidence of the overriding authority 
of the central government in the adminis¬ 
tration of the country and its ability 
to deal with regional challenges, real or 
feared, to its pre-eminence in the politi¬ 
cal aid governmental framework of the 
country. But in the not so long 
run, the assertion of the centre's executive 
power in terminating the tenure of an 
opposition-run state ministry even when 
it is overwhelmingly represented and 
supported in the statelegislature, is bound 
to shore up the trend towards one-party 


rule In the nation. It is therefore im¬ 
possible to repress the thought that 
what remains of democracy in this coun¬ 
try could have been better rtrvcd had 
Mrs Gandhi's party in Tamil Nadu cho¬ 
sen to face and fight the DMK in a gene¬ 
ral election which was about due nor¬ 
mally. Even in the emergency a reason¬ 
ably free poll could have been held had 
central government so desired. 

A couple of days before 

Martyrs' Day, stated to be in comme¬ 
moration of Mahatma Gandhi, Mr 
Radha Raman delivered himself of a 
pearl of wisdom. He said that the 20- 
point programme was our Gila. After 
this I would not have been surprised had 
All India Radio included a recital of 
the programme in its broadcast of the 
usual hymns on January 30. The pre¬ 
sent chief executive councillor of the 
Delhi Metropolitan Council was for¬ 
merly a life insurance man of sorts . 
Overselling wares must therefore come 
naturally to him. Even so, his drag¬ 
ging down the Gita to his level must 
surely outrage our sensibilities although 
most of us have now been pushed to a 
point where our sense of the proprieties 
is not easily shocked. 

Perhaps I should not be too harsh on 
Mr Radha Raman. After all, there 
has been a general dulling of conside¬ 
ration for other people’s sentiments. 
In fact, what is regarded as sacred by 
some is, simply for that reason, treated 
as profane by others. Years back, at 
the Bangalore airport, I happened to 
witness a rather interesting incident. A 
well-heeled Gujarati family-—husband, 
wife and their daughter—was there 
waiting for the call to the departure 
lounge. The man, it appeared, was 
in business abroad, in one of the cast 
African countries and he and his family 
had been visiting relatives in Bangalore. 
The girl was well-favoured and emerg¬ 
ing robustly into young womanhood. 
What was equally arresting about her, 
if tha^ was possible, was the tight-fitting 
dress she wore, her hot pants being 
blazoned all over with the lettering Hare 
Ram in DevanagrL Suddenly there was 
commotion; a middle-aged man, clothed 
in a kurta and flowing dhoti, had star¬ 
ted shouting in Kannada and gesticulat¬ 
ing wildly. It looked as if he would 
throw a fit any moment and even as 
some of us were wondering what could 
have so upset him, he moved threaten¬ 
ingly towards the Gujarati family point¬ 
ing protestingly to the girl’s dress. Be¬ 
fore things could take a nasty turn, the 
people nearby intervened and, while 
some of them tried to pacify the man of 
wrath, others tactfully escorted the 


offending girl and her parents to an¬ 
other part of the airport. 

I thought at the time that the 
protester's violent reaction , to the 
clothes which the girl was wearing 
was excessively sensitive and perhaps 
fanatical, but I could also see that he 
was genuinely hurt in his sentiments. 

It could be conceded of course that 
neither the girl nor her parents could 
have deliberately set out to be offensive 
or irreverent, but the fact remains that 
thoughtlessness itself could often be 
quite harmful. Currently there is quite 
a furore in the UK over the marketing 
of a garment which has been advertised 
as “Jesus jeans.” The publicity material 
includes a picture of a girl’s bottom 
and a message “If you love me, follow 
me,” these words being a composite of 
Mathew 14 and 21. This advertisment, it 
appears, has won an award in the Unit¬ 
ed States, but this has not deterred the 
redoubtable Mr Peter Thompson of the 
Festival of Light fame, who has been 
campaigning in the UK against the ex¬ 
cesses of the permissive sec icty, from ap¬ 
proaching the courts for a ruling on whe¬ 
ther “Jesus jeans” are blasphemous libel. 

„ to Mr Radha 

Raman, he probably feels that his being 
a Hindu entitles him to take liberties 
with the Gita. There are of course 
sycophants in other religions too, but I am 
quite hopeful that the 20-point programme 
will not come to be talked of in the same 
breath as the Holy Bible or the Holy 
Koran. For this we should all be grate¬ 
ful. Mrs Gandhi herself has been say¬ 
ing that she deplores the personality 
cult which is being built around her and 
she has been at pains to demolish the 
mystique that is being drummed up ^ 
about the 20-point programme. She 
must realize, surely, that such silly 
utterances as those of Mr Radha Raman 
can only detract from the credibility or 
seriousness of the programme. There 
is every reason to believe that the rot 
has already gone far. Not much time 
is left therefore to Mrs Gandhi for stop¬ 
ping her courtiers from clowning in 
public. Take, for instance, Mr Deva 
Kant Borooah’s ridiculous performance 
in Bombay a few days ago. He des¬ 
cribed Mrs Gardhi as Mahashakti whose 
name and deeds would be inscribed in 
the history books of the future ir. letters 
of stone, “not of gold, because these 
don 1 last.” The Guardian (London), 
reporting this, has given the caption 
“Gandhi is raised to ‘Goddess’ ” to this 
news item. Surely, our 
country’s image does 
not deserve to be 
degraded like this in 
the eyes of the world. 



IK 10QN0MMT 


243 


mkVAlY 6 , 1976 




WINDS 


lfido4JS Busin ass 
Council 

The first meeting of the 
Indo-US Joint Business Coun¬ 
cil, was held in New Delhi 
recently. The Indian delega¬ 
tion was led by Mr Harish 
Mahindra, president, Fede¬ 
ration of Indian Chambers of 
Commerce and Industry, and 
the US delegation by Mr 
Orville L. Freeman. One of 
the major outcome of the 
Washington meeting of the 
Indo-US Joint Commission in 
October last, was to estalish 
a Business Council to bring to¬ 
gether business leaders of India 
and the United States. The 
council provides a regular and 
recognised channel for dis¬ 
cussion on trade, investment 
and coram 2 rcial relations bet¬ 
ween India and the United 
States. 


Bilateral Relations 


/ 


The council ensures high level 
mutual awareness of bilateral 
relations and provide a forum 
to discuss, propose and to 
provide solutions to pro¬ 
blems which inhibit more 
extensive trade and invest¬ 
ment. The council’s recom¬ 
mendations go before the 
Economic and Commercial 
Sub-commission cf the 
Indo-US Joint Commission 
for further deliberations. The 
three-day meeting in New 
Delhi took stock of the eco¬ 
nomic situation in the two 
countries as also the possibi¬ 
lity of American corporate 
participation in India’s eco¬ 
nomic development. One im¬ 
portant subject discussed was 
expansion of Indo-US trade 
and industrial collaboration in 
third countries. 


exports to the US which 
were a little over Rs 132 crores 
in 1951-52, have risen to Rs 
375 crores in 1974-75. The 
imports from the United 
States to India have been even 
more rapid, the value of im¬ 
ports rose from Rs 295 cro¬ 
res to Rs 729 crores during 
the same period. The Eco¬ 
nomic and Commercial Sub- 
commission of the Indo-US 
Joint Commission hasendor- 
sed plans for a wide ranging 
programme to expand the 
trade between the two coun¬ 
tries. 

Indian Exports 

Specifically, the subcom¬ 
mission has stated that 
the expansion of trade bet¬ 
ween the two countries is to 
be assumed by increased In¬ 
dian exports to the US of 
manufactured goods and 
modern industrial machinery, 
and American exports to India 
of high technology products 
and capital equipment. 

Promotion of trade in each 
country through trade mis¬ 
sions, trade shows, exhibits and 
catologue shows has also been 
stressed. The setting up of 
joint ventures in third coun¬ 
tries by India and the United 
States is a promising idea. 
Since India has competent 
trained personnel, the US 
can provide the necessary 
capital back-up. The com¬ 
plementary nature of the two 
economies and India’s geo¬ 
graphical location vis-a-vis 
countries in West Asia and 
South East Asia and possibi¬ 
lities of readjustment of pro¬ 
duction patterns speak in 
favour of Indo-US joint ven¬ 
tures. 


The United States is India’s 
major trading partner. India's 


There are possibilitise of 
American corporate participa¬ 


tes in India’s economic fund which will help nations 

development. Though British classed by the United Nations 
investments still continue *as the most underprivileged 
to hold the lead among ones. It was feared that 

the foreign investors in India, some developing countries 

the US accounts for a might consider the fund in¬ 

total investment of Rs 486 sufficient. The Finance mlnis- 


crores (at the end of March 
1972) out of a total Rs 1750 
crores. The bulk of the US 
capital has been invested in 
manufacturing industi Ies. 
Forelgn investments in India 
have always enjoyed a rea¬ 
sonable rate of return on 
capital employed. 

More Trade, Less Aid 

A representative of the US 
State department stated re¬ 
cently that his government 
would emphasise increased 
trade, investment and com¬ 
merce in its future economic 
relations with India while 
reducing aid component as 
much as possible. Mr 
Robert Morley, senior econo¬ 
mist for India for the State 
Department, who addressed 
the Council of Trade and eco¬ 
nomic Affairs of the Associa¬ 
tion of Indians in America, 
said: “Gone are the days 
when there existed between 
India and the United States 
a donor-recipicnt relation¬ 
ship “We want to give the 
people of India and business 
an opportunity to sell more 
in the American market so 
that they will be able to buy 
more from us and improve 
the prospects of businessmen 
on both sides.” The asso¬ 
ciation organised a panel dis¬ 
cussion between India and 
American businessmen on 
stepping up trade between the 
two countries alongside an 
‘India Fair’ held in the 
US by the Trade Develop¬ 
ment Authority of India. 

OPEC Fund 

Finance ministers of the 
13-member organisation of 
petroleum exporting coun¬ 
tries completed work on financ¬ 
ing a dollar one billion fund 
which will provide low-inte¬ 
rest loans to the world's po¬ 
orest nations. Venezuela 
was the first OPEC member 
to announce its share. Its 
delegation said Caracas will 
contribute £l00-million to the 


ters were reported to have 
informally studied other pro¬ 
blems confronting their or¬ 
ganisation. 

Kuwaiti Loan for 
Kalinadi 

Kuwait will give a loan of 
$50 million for the Kalinadi 
hydro-electric project in Kar¬ 
nataka. An agreement for 
loan was signed recently in 
Kuwait by the Kuwaiti minis¬ 
ter for Public Works, Mr 
Homoud Y. A1 Nisaf, and the 
Indian Economic Affairs Sec¬ 
retary, Mr M.G. Kaul. The 
loan is on soft terms with fopr 
per cent interest and repay¬ 
ment in 25 years including a 
grace period of five years. 
The loan has been made avail¬ 
able out of the Kuwait fund 
for economic development. 

At the signing ceremony, Mr 
Kaul expressed India’s grati¬ 
tude ‘for the speed and com¬ 
petence' with which India’s 
proposal had been processed 
and agreed to. India wan¬ 
ted to give greater attention 
to the development of water 
resources for energy. The Rs 
200-crore project will have an 
installed capacity of 910 and 
generate 4,000 million KWH. 
The river has a power poten¬ 
tial of over one million kilo¬ 
watts which can be developed 
in stages. The first stage is 
being executed in two phases. 

Steel Exports 

The minister for Steel and 
Mines, Mr Chandrajit Yadav, 
told the Lok Sabha that the 
government had received firm 
orders for export of 846,631 
tonnes of steel amounting to 
Rs 161.44 crores. Mr Chan¬ 
drajit Yadav, added that the 
country exported steel worth 
Rs 5 crores last year. India 
was exporting steel to 15 
countries, including Sri 
Lanka, Bangladesh, Iran, Gulf 
countries, Yugoslavia, Egypt, 
Indonesia and Korea. Mr 
Yadav pointed out that steel 
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production last year was 4.9 
million tonnes. This year it 
was expected to be 5.7 million 
tonnes. He added that there 
was no shortage of steel in the 
country. 

Reform in Financial 
Administration 

The Finance minister, Mr 
G. Subramaniam, has written 
to his colleagues in the coun¬ 
cil of ministers requesting 
them to take personal interest 
in the implementation of re¬ 
forms in the financial adminis¬ 
tration announced by the 
President in his Address to 
Parliament on January 5, 
1976. He has specially 
drawn their attention to the 
prime minister’s directive on 
separation of accounts from 
audit and installation of de¬ 
partmentalised accounts and 
urged them to complete the 
process according to a time- 
bound programme by Octo¬ 
ber I this year. 

Time-Schedule 

The Finance minister has 
stressed that it is essential 
that a senior officer in each 
ministry is made responsible 
for adhering to the time-sche¬ 
dule and for implementing 
the reform without avoid¬ 
able dislocation. He added 
that the scheme will fulfil 
the long-felt need for speedily 
processing the accounting in¬ 
formation so as to guide and 
facilitate the decision-making 
process and for creating an 
efficient machinery as an in¬ 
trinsic part of the ministry 
or department for the prompt 
settlement of claims of 
suppliers, the public and 
government employees. The 
Finance minister has said 
that his ministry would con¬ 
sider creation of a post of 
an officer on special duty of 
appropriate rank with ade¬ 
quate supporting stafT in each 
ministry subject, of course, 
to Cabinet approval. 

An annexure to the Finance 
minister's letter explains the 
rationale and the advanta¬ 
ges of the new system. It 
says that planning, pro¬ 
gramming, budgeting, moni¬ 
toring and appraisal of go¬ 


vernment’s activities are in¬ 
tegral to iaodern financial 
management* Each of these 
functions requires meaning¬ 
ful and continuous flow of 
information-processing from 
up-to-date accounting data. 
Sound financial management 
is possible only if the support 
is forthcoming continuously 
and speedily from the ac¬ 
counting system as all levels 
of management. 

The Annexare points out 
that the need for separating 
the accounts from audit 
and making the comptroller 
and auditor general respon¬ 
sible only for the latter was 
visualised even in 1971 when 
the C & AG Act was pas¬ 
sed. It was for this reason 
that section 10 of this Act 
contained a provision em¬ 
powering the President to 
press an order relieving the 
the Comptroller and Auditor 
General from the responsibi¬ 
lity of compiling the accounts 
of any particular service or 
departments. 

IDA Credit for Cotton 

India will get a credit of $18 
mil ion from the Internatio¬ 
nal Development Association 
(IDA), an affiliate of the World 
Bank to finance an integrated 
cotton development project. 
India plants about 25 per cent 
of the world’s cotton crop and 
produces around 10 per cent 
of the world’s supply. Poor 
quality seed, including varie¬ 
ties with low response to fer¬ 
tilizers, and inadequate plant 
protection have contributed 
to low productivity. There is 
a high potential for increas¬ 
ing cotton production in 
India. 

The project is designed 
to pioneer key improve¬ 
ments in three represntative 
cotton growing areas in the 
states of Haryana, Punjab 
and Maharashtra. Introduc¬ 
tion of high-yielding seeds, 
improved plant protection, 
better access to credit and in¬ 
creased ginning and pro¬ 
cessing efficiency will help to 
increase yields. Incremental 
output over 20 years will be 
about 800,000 tonnes of hig¬ 
her quality lint and 1.5 mil¬ 


lion tonnes of cottonseed with 
a gross value of about $750 
million. About 120,000 farm 
families and 200,000 land¬ 
less labourers with very low 
incomes will benefit. 

The project is scheduled to 
be completed in 1981 at a total 
estimated cost of $36 mil¬ 
lion. The IDA credit will 
finance 50 per cent of the total 
cost. The IDA credit to 
India iA for 50 years, includ¬ 
ing a 10-year grace period. 
It is interest-free except for 
a service charge of } of 
1 per cent to meet IDA’s 
administrative costs. 

Gujarat Businessmen’s 
Convention 

The Gujarat Businessmen’s 
Convention, organised on 
January 10 and 11, 1976, 
was inaugurated by Mr T.A. 
Pai, minister for Industries and 
Civil Supplies. The convention 
was a great success inasmuch 
as the deliberations proved 
purposive and fruitful in high¬ 
lighting the challenge of mid¬ 
seventies and the measures 
which were required to be 
adopted by the government 
for achieving maximisation of 
production and employment, 
new and better methods of 
distribution and evolving 
measures to stimulate demand. 

Recommendations 

The convention made the 
following recommendations: 
(i) Maximisation of produc¬ 
tion and employment; A 
sharp rise in the rate of in¬ 
vestment in the economy is 
absolutely essential at the pre¬ 
sent juncture so as to accele¬ 
rate the rate of agricultural 
and industrial growth. In the 
field of industry, not only 
utilisation of available in¬ 
dustrial capacity must be pro¬ 
moted, but also the incidence 
of taxation on the corporate 
sector should be suitably re¬ 
duced so as to generate in¬ 
creased internal resources for 
more investment as also for 
facilitating rehabilitation and 
modernisation. The supply 
of bank credit for legitimate 
production and distribution 
needs should not only be made 


more flexible and liberal but 
also large re-financing facili¬ 
ties be made available to 
commercial banks by the 
Reserve Bank of India. 

(ii) The fast changing eco¬ 
nomic horizon demands new 
and better methods of 
distribution $o as* to meet 
the rising aspirations of 
the people. The alter¬ 
native channels of dis¬ 
tribution should supplement 
and not supplant the existing 
distribution system. The 
existing distribution system 
requires to be fortified and 
modernised keeping in view 
the requirements of the peo¬ 
ple who live in far flung vil¬ 
lages and belong to low in¬ 
come groups. 

(ili) The only way to 
minimise the impace of reces¬ 
sion is to revive investment 
in economy by boosting plan 
investments and by gradually 
easing the availability of ana 
terms of credit to the private 
sector. The existence of un¬ 
utilised capacity is a deterrent 
to the expansion of new in¬ 
vestments by industry. Direct 
incentives should be provi¬ 
ded in fixed assets in the form 
of development rebate. The 
current recessionary situa¬ 
tion also points to the need 
for a pragmatic export policy 
for the country. Luxury ana 
semi-luxury industries which 
are facing problems for de¬ 
mand, should be helped to 
diversify their production and 
look out for export mar* 
kets. 

Garlick Monobox 
Cranes 

The Monobox range of 
cranes, brainchild of the world 
famous J.H. Carruthers and 
Co Ltd., UK, represents a 
major revolution in the esta¬ 
blished concepts of crane en¬ 
gineering and design. Gar- 
lick Engineering, an enter¬ 
prise of Empire Industries 
Ltd, Bombay, has introduced 
these cranes in India. Gar- 
lick Monobox Cranes use 
just one single girder instead 
of two and facilitate smaller 
building dimensions; they 
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afford/) great savings in terns 
of precious cement and steel. 
Prior $o the Monobox, over¬ 
head travelling cranes had 
their hooks and machinery 
slung between two girders. 
The fact that these beams 
possessed excellent resistance 
to torsional loading was 
never recbgnised nor was this 
important property taken ad¬ 
vantage of. 

Crane History 

The beauty of the Mono¬ 
box concept lies in the full 
exploitation of this pro¬ 
perty for the first time in 
crane history. By utilizing 
the immense vertical and tor¬ 
sional loading capabilities of 
the welded box girder, the 
Monobox makes a second gir¬ 
der redundant, eliminates all 
useless deadweight and pre¬ 
sents a lighter, cleaner ab¬ 
solutely modern series of 
Overhead and Goliath cra¬ 
nes. In recognition of this 
dramatic breakthrough, Car- 
ruthers were awarded the pres¬ 
tigious Queen’s Award to 
Industry in 1969 for technolo¬ 
gical innovation in Electric 
Cranes, and the 1960 Design 
Award for Goliath Cranes from 
the Council of Industrial 
Design, UK. 

These award winning cranes 
will now be manufactured 
by Garlick Engineering at 
their sophisticated Works at 
Ambcrnath. After their take¬ 
over by Empire Industries in 
1971, Garlick has emerged as 
one of India’s leading crane 
manufacturers having a turn¬ 
over of Rs 12 crorcs a year 
and branches in Bangalore, 
Calcutta, Madras and New 
Delhi. 

Development Centre 
for Ceramics 

A process-cum-product 
development centre for cer- 
mics and glass industry is 
being set up by the govern¬ 
ment. The centre will deve¬ 
lop improved processes for 
utilisation of indigenous raw 
materials, namely, china clay, 
fire clay, other refractory 
materials, mica, etc. The 
centre, which is being loca¬ 
ted at Ranchi, will coordi¬ 


nate its research and deve¬ 
lopment activities with the 
Central Glass and Ceramics 
Research Institute at Cal¬ 
cutta. The cost of the pro¬ 
ject is estimated at Rs 1.22 
crOres, out of which over Rs 
50 lakhs will be towards spe¬ 
cialised plant and equipment 
required for developing ap¬ 
propriate technologies for uti¬ 
lisation by small scale indus¬ 
tries in the region in order to 
maximise optimum use of 
local raw materials. 

Several small-scale industries 
in the region would also benefit 
from the centre L in upgrading 
their technologies and maxi¬ 
mising production in respect 
of specialised glass wares, 
electronics, ceramics, quality 
glased crockery, refractories 
required for the steel plants in 
the region, mica insulatipn 
bricks, vitreous enameleware, 
scientific and glass instruments, 
surgical and other grades of 
plaster of Paris. The cen¬ 
tre will also promote develop¬ 
ment of small-scale industries 
in the region, specially in the 
backward districts where raw 
materials for caramics and 
glassware industry are abun¬ 
dant. 

Fertiliser Prices 
Committee 

The government has set 
up a Fertiliser Prices Com¬ 
mittee to evolve a pricing 
policy for fertilisers. The 
committee would study the 
present basis of pricing of 
fertilisers and recommend a 
policy which would ensure 
a fair return on a sustained 
basis for the investment made 
by the industry. The com¬ 
mittee would be headed by 
Mr S.S. Marathe, chairman 
Bureau of Industrial Costs 
and Prices, and would have 
eleven other members includ¬ 
ing representatives of the 
Planning Commission, minis¬ 
tries of Petroleum and Che¬ 
micals and Fertilisers, depart¬ 
ment of Agriculture, Bureau 
of Industrial Costs and Prices 
and the fertiliser industry. 

The terms of reference of 
the committee include: (a) 
to evolve the norms for deter- 


rtining the production costs 
it! the various fertiliser units 
including the return on capi¬ 
tal, which would make invest¬ 
ment in the industiy attrac¬ 
tive; (b) to suggest with due 
regard to the feedstock used, 
vintage of plats and other 
constraints to production, the 
retention prices for different 
units in operation and those 
likely to be commissioned 
during the fifth Plan period 
which would give the requi¬ 
site rate of return and also 
recommend a scheme of pool¬ 
ing for the operation of the 
retention prices concept; (c) 
to examine the cost of food- 
stock and other major in¬ 
puts at different fertiliser 
factories and suggest whether 
the prices of the feedstock 
and inputs need to be ration¬ 
alised; 

(d) to suggest a formula 
for revision in the manu¬ 
facturers’ ex-factory rea¬ 
lisation, plant-wise, from time 
to time, consequent upon any 
inciease/decrease in the cost 
of the feedstock or in all the 
major inputs; Cc) to evolve a 
policy for pricing of the im¬ 
ported fertilisers in relation 
to cost of imports, the nut¬ 
rient content and tne price 
of indigenous fertilisers of 
similar grades; and (f) to 
consider any other matter 
which may be related to or 
have a bearing on the issues 
mentioned above. The com¬ 
mittee would submit its re¬ 
port to the government with¬ 
in a period of six months. 

Development of 
Copper Projects 

The new copper deposits 
discovered in Malanjkhand in 
Madhya Pradesh arc pro¬ 
posed to be developed for the 
production of copper con¬ 
centrators. The existing 
mines at Mosaboni, Rakha 
and Surda are also proposed 
to be exapanded. This, is in 
addition to the working of 
the existing copper projects 
namely Khetri, Kolihan, 
Dariba and Chandmari in 
Rajasthan, Mosaboni, Rakah 
and Surda in Bihar. 

The copper projects in the 
country are being developed 
in the public sector. A num¬ 


ber of base metal occurrences 
Including copper have been 
located by the Geological 
Survey of India. These are 
being explored to various deg¬ 
rees and some are already 
been exploited. Feasibility 
studies have been carried out 
in regard to promising depo¬ 
sits. Exploration works in 
others is in progress. With 
the commissioning of the new 
copper projects and the ex¬ 
pansion of the present one, 
import of copper would be 
reduced substantially. At the 
Khetri project measures to 
step up production of by-pro¬ 
ducts have been intensified. 

Bhabha Memorial 
Lecture 

In observance of the tenth 
death anniversary of Dr 
Homi Bhabha, the Tata Insti¬ 
tute of Fundamental Research 
has decided to institute the 
Dr Homi Bhabha Memorial 
Lecture scries to be delivered 
once every two or three years 
by an eminent person selec¬ 
ted by the council of the in¬ 
stitute. It may be recalled 
that Dr. Bhabha, India’s world 
renowned scientist and 
founder-director cf the insti¬ 
tute died in a tragic plane 
crash on Mont Blanc in 
Switzerland on January 24, 
1966. The topic for the lec¬ 
ture may be any one of the 
many activities and interests 
from Dr Bhabha's versatile 
and talented career or a gene¬ 
ral subject related to the tech¬ 
nological and industiial deve¬ 
lopment of India. The spea¬ 
kers may be from India or 
abroad but initially they are 
likely to be those who knew 
Dr Bhabha and his work 
during his lifetime. The lec¬ 
ture series will be organised 
with financial assistance from 
the Sir Dciab Tata Trust. 

Names in the News 

Mr GovindapUIni Unni- 
krishna Menon, Chairman 
and Managing Director, Hin¬ 
dustan Teleprinters Limited, 
Madras, has been awarded 
Padmashri this year. He pla¬ 
yed a pioneering Vole in in 
troducing modern telecom¬ 
munications in the country. 
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AFFAIRS 


Carborandum Universal 

Tub directors of Carborun¬ 
dum Universal have proposed 
a final dividend of 8 per cent, 
making a total of 15 per cent 
for the year ended August 
31, 1975 as against 12 per 
cent declared in 1973-74. 
Nearly 18 per cent of the 
distribution is likely to be 
exempted from tax. Of the 
final dividend, 5 per cent will 
be paid immediately while 
the balance of three per cent 
will be paid on a deferred 
basis. During the year the 
company has reported strik¬ 
ing improvements in its 
working results with sales 
advancing briskly from Rs 
8.38 crores to Rs 10.92 cro- 
res and gross profit moving 
up sharply to Rs 225.02 lakhs 
from Rs 213.18 lakhs in 
1973-74. 

Record Rise 

It is heartening to note 
that despite lower demand 
for aluminium oxide grains 
and consequential closure 
of the bauxite calcining 
plant at Port Okha for eight 
months, the company’s sales 
have recorded an impressive 
rise over the previous year's 
performance. It may, how¬ 
ever, be remembered that pro¬ 
duction and sales in 1973-74 
were also adversely affected 
by the two month’s strike at 
the Tiruvettiyur factory. 

Out of the gross profit, the 
directors have set apart a 
sum of Rs 37.02 lakhs to 
depreciation reserve as against 
Rs 35.59 lakhs in 1973-74 
while the appropriation to 
development rebate reserve 
was reduced to Rs 0.75 lakh 
from Rs 6.15 lakhs. Taxa¬ 
tion absorbed Rs 114.50 
lakhs, Rs 8.25 lakhs more 
than in 1973-74. The net 
profit, after these allocations, 


was still appreciably higher 
at Rs 72.25 lakhs as against 
Rs 65.19 lakhs in the preced¬ 
ing year. 

Gross Profit 

Out of the gross profit, the 
directors have appropriated a 
sum of Rs 13.32 lakhs to dep¬ 
reciation reserve as against 
Rs 12.26 lakhs in the earlier 
year while an amount of Rs 
21.30 lakhs was set apart 
for meeting tax liabilities as 
against Rs 5.70 lakhs in the 
preceding year. No alloca¬ 
tion has been made for deve¬ 
lopment rebate reserve as 
against Rs 1.32 lakhs provi¬ 
ded previously. The net pro¬ 
fit, after these allocations 
amounted to Rs 10.92 lakhs 
as compared to R$ 11,16 
lakhs in 1973-74. After cer¬ 
tain adjustments a sum of Rs 
0.98 lakh was transferred to 
general reserve No. 1 as 
against Rs 13.21 lakhs a year 
ago, while Rs 3.15 lakhs was 
alloted to general reserve 
No. II as against no provi¬ 
sion in 1973-74. 

The gratifying working re¬ 
sults during the year were 
achieved despite cost escala¬ 
tion and non-availability of 
some raw materials, even in 
the international markets. The 
company has launched a new 
anti-hypertension product and 
the initial reaction of the mar¬ 
ket is quite encouraging. The 
company has also initiated a 
scheme of workers’ partici¬ 
pation in improving producti¬ 
vity. 

United Carbon 

United Carbon India Limi¬ 
ted has reported an impres¬ 
sive rise in its profits during 
1975 despite a fall in sales. 
During the year gross profit 
spurted to Rs 1.86 crores 
from Rs 1.07 crores record¬ 


ing a jump of about 75 per 
cent over 1974, but sales dec¬ 
lined to Rs 7.54 crores from 
Rs 8.72 crores. The direc¬ 
tors have, however, stepped 
up the equity dividend to 12 
per cent from 5 per cent paid 
in 1974. 

The c om Pa n y has already 
expanded the installed capa¬ 
city of bonded abrasives from 
2500 tonnes to 4020 tonnes 
per annum. It is now im¬ 
plementing a project at Pal- 
ghat for manufacturing 3,000 
tonnes of electro cast/fuscd 
cast refractories per annum, 
which is expected to be com¬ 
pleted by the end of 1976. 
The company has also recei¬ 
ved a letter of intent for ex¬ 
panding the capacity of super 
refractories from 762 tonnes 
to 3,262 tonnes. 

Unichem Laboratories 

Unichcm Laboratories has 
reported encouraging working 
results during the year ended 
September 30, 1975 with sales 
and gross profit exceeding the 
previous year's performance by 
considerable margins. Turn¬ 
over went up to Rs 8.38 crores 
from Rs 7.26 crores while 
gross orofit recorded a smart 
rise to Rs 45.55 lakhs from 
Rs 30.44 lakhs in 1973-74. 
The directors have recommen¬ 
ded an equity dividend of 5 
per cent for the year besides 
they have also proposed to 
issue bonus shares on a one-for- 
seven basis. The proposed 
bonus issue, however, subject 
to the consent of the Controller 
of Capital Issues. The direc¬ 
tors intend to declare a divi¬ 
dend at the rate of 9 per cent 
on the capital as increased by 
the bonus issue for the finan¬ 
cial year in which bonus shares 
will |be issued. 

The marked improvement in 


profits, despite the continued 
high prices of oil feed stocks 
and major raw materials, was 
largely due to judicious pro¬ 
gramming and change in the 
product mix to suit market 
conditions. The company 
had made a successful break¬ 
through, for the first tune in 
the country, in experimen¬ 
tally producing butylated pro¬ 
ducts which have been accep¬ 
ted by major prospective cus¬ 
tomer. This will result in 
the company producing com¬ 
mercially butylated products 
for which an industrial li¬ 
cence has already been gran¬ 
ted by the central government. 
The management is already in 
the process of modifying the 
carbon black plant which will 
reduce the requiicxncnt of fuel 
to a considerable extent. 

Perfect Circle 

The directors of Perfect Cir¬ 
cle Victor, formerly known as 
Victor Gaskets India, have 
stepped up the equity divi¬ 
dend for the year ended 
August 31, 1975 to 15 percent 
as against 12 per cent paid in 
the previous year. The pro¬ 
posed dividend, however, is 
payable on a capital doubled 
by the one-for-onc bonus 
issue. Sales during the year 
recorded a marked expansion 
to Rs 2.61 crores drom Rs 
1.98 crores in the preceding 
year while gross profit too 
recorded a slrnrp rise from 
Rs 23.88 lakhs to Rs 30.98 
lakhs. Out of the gross pro¬ 
fit, the directors has appro¬ 
priated a sum of Rs 1.71 lakhs 
to depreciation reserve as 
against Rs 2.50 lakhs in 
1973-74, while taxation ab¬ 
sorbed Rs 19.00 lakhs as 
against Rs 12.95 lakhs in the 
preceding year. The net pro¬ 
fit, after these allocations, was 
still higher at Rs JO.27 lakhs 
as compared to Rs 8.43 lakhs 
a year ago. 

The company has under¬ 
taken a new project for manu¬ 
facturing piston rings in tech¬ 
nical and financial collabora¬ 
tion with Perfect Circle Divi¬ 
sion of Dana Corporation*of 
the USA. The company has 
been licensed to produce 30 
million piston rings per an- 
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num. The company will be 
implementing the project 
in two stages. In the first 
phase, the company will be 
manufacturing 18 million 
rings per annum. The pro¬ 
ject is estimated to cost Rs 
4.48 crores; It will be finan¬ 
ced by the additional share- 
capital of Rs 101.29 lakhs, 
foreign exchange loan from 
ICICI of Rs 46.35 lakhs, 
rupee term loans and deben¬ 
tures of Rs 115 lakhs, assis¬ 
tance from S1COM of Rs 24.50 
lakhs and internal accruals 
and working capital borrowing 
of Rs 160.86 lakhs. 

The company proposes 
to enter the capital market 
by the end of March 
with a public issue of Rs 37.50 
lakhs in equity shares of 
Rs 10 each at par. The capital 
issue will result in reducing 
the foreign collaborator’s 
share in the capilal of the 
company to 38.8 per cent, 
while the Indian promoters, 
the Anand Group and their 
associates will hold 31.2 per 
cent and the remaining 30.0 
per cent by the Indian public. 
The proposed public issue is 
expected to evoke good res¬ 
ponse in view of the com¬ 
pany’s encouraging perfor¬ 
mance and as the new piston 
rings project has already gone 
into proauction. 

Mukand Iron 

The directors of Mukand 
Iron and Steel Works Limited 
have proposed to issue, sub¬ 
ject to the approval of the 
shareholders, Controller of 
Capital Issues and financial 
institutions, bonus shares in 
the ratio of one share for two 
shares held by capitalising a 
sum of Rs 2.69 crores from 
the company's reserves. It is 
noteworthy that Mukand Iron 
is one of the very few major 
units in the corporate sector 
which has taken advantage of 
the recent liberalisation of 
guidelines for bonus issues. 

Voltas 

Difficult market conditions, 
the light financial position 
and the high level of borrow¬ 
ings required to finance in¬ 
ventories and outstandings 


continued to affect adversely 
the operations of Voltas Ltd., 
during the first four months 
of the current year. The 
directors, however, expect that 
the full order book position 
of several of the company’s 
divisions and the anticipated 
revival of demand for other 
products should result in 
material improvement in the 
company’s operations during 
the remaining part of the year. 
The excessive inventories of 
finished goods at Thana 
Works have been brought 
down and production of air- 
conditioning and materials 
handling equipment, which 
had been suspended earlier, 
has been resumed on a res¬ 
tricted scale. 


The distribution by the 
company of several products, 
such as tractors and 
excavators, is likely to be 
partly or entirely disconti¬ 
nued during the current year. 
At the same time it is com¬ 
mencing distribution of new 
items particularly in the fields 
of chemicals and consumer 
products. The company con¬ 
tinues to make significant in¬ 
vestments in its research acti¬ 
vities. A ranee of new and 
improved products devefloped 
and tested by the Research 
and Development division 
should make an increasing 
contribution to the company’s 
profitability. 

Blow Plast 

Blow Plast is proceeding 
ahead with its diversification 
programme by making as 
best use as possible of its 
assets and resources. Re¬ 
cently it has started manufac¬ 
turing briefcases with three 
number digit combination 
locks, developed at its Nasik 
plant. The company has 
recently shipped the first con¬ 
signment of 200 pieces to the 
UAE. The combination 
lock will be introduced in the 
entire range of the company’s 
suitcases in the next few 
weeks. This is expected to 
increase the company’s ex¬ 
ports. 

The question of the import 


duty leviable on polypropy¬ 
lene, a major raw material for 
a wide range of plastic pro¬ 
ducts, has been settled after 
several months of uncertainty 
and anxiety. The union Finan¬ 
ce ministry has instructed 
customs authorities at various 
ports to subject all grades of 
polypropylene, including co¬ 
polymer polypropylene, to the 
reduced import duty of 145 
per cent ad valorem follow¬ 
ing the representation made 
by the AH India Plastics Manu¬ 
facturers' Association. 

Although the import duty 
on polypropylene was reduced- 
from 208 per cent ad valorem 
in July last, certain grades 
were not being cleared at 
the reduced rate of duty be¬ 
cause of the dispute in the 
interpretation of the rele¬ 
vant rules. Importers who 
needed the raw material badly 
had no alternative but to pay 
the original higher duty un¬ 
der protest. These impor¬ 
ters, however, will now be 
able to claim the refund of 
the excess duty paid. 

Syndicate Bank 

Syndicate Bank has come 
out with an attractive savings 
scheme for medium term in¬ 
vestment of three years called 
Vikas Cash Certificates. The 
scheme has been introduced' 
from February 1, 1976. The 
cash certificates sold in de- 
mominations of Rs 500 and 
its multiples, fetch attrac¬ 
tive compound interest. A 
cash certificate of Rs 500 fet¬ 
ches Rs 651.50 at the end of 
three years. Another uni¬ 
que feature of the scheme is, 
there aie fabulous cash pri¬ 
zes ranging from Rs 1000 to 
Rs 25,000 

Straw Products 

Straw Products Ltd has 
reported satisfactory progress 
during 1975, despite geneial 
slackness in demand, impact 
of Control of Production 
(Paper) Order 1974, and the 
power cut at the company’s 
board mills. The company’s 
total production in 1975 was 
marginally lower at 48,478 
tonnes as against 48,680 ton¬ 
nes in 1974. Sales during 


the year stood at 45.359 ten- 
nes. The company recorded 
phenomenal growth durirg the 
year and its gross block, which 
was Rs 7.47 crores at the erd 
of 1965, rose to Rs 26 crores 
at the end of 1975. The com¬ 
pany is now poised for fur¬ 
ther substantial expansion 
of manufacturing capacity at 
its board mills for produc-* 
tion of 5,500 tonnes per an¬ 
num of machine glazed in¬ 
dustrial packaging and base 
papers. 


News and Notes 

A digital position readout, 
specially designed for incor¬ 
poration in machine control 
pendants designated the PE 
2461, has been introduced by 
Philips. It combines in a 
compact unit all the proven 
advantages of previous Phi¬ 
lips position readouts. In 
addition, it simplifies the task 
of the operator, who can view 
at a glance both readouts and 
operating controls. 

T The Bombay Burmah Trad¬ 
ing Corporation has declared 
a final dividend of Rs 3.75 
per share for the year ended 
September 30, 1975. Of this, 
Rs 1.25 per share will be paid 
after the annual general meet¬ 
ing while the balance will be 
paid on deferred basis. 


Hindustan Motors* Heavy 
Engineering Division has made 
yet another breakthrough with 
introduction of the 250/30 
tonnes EOT crane. The result 
of continuous research and 
advanced technical know-how, 
this is the largest Power House 
Crane ever to be desigred, 
manufactured and commis¬ 
sioned in the country. 

More than three hundred 
Hind cranes supplied to vari¬ 
ous projects including export 
markets have established them¬ 
selves through their quality 
and workmanship. 

Hindustan Motors are the 
first to develop the Monobox 
type of construction for cranes 
in the country. 
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Textile Limited a joint sector 
project in Hunsur (Karnataka), 
will b3 commissioned next 
m3nth. Promoted by the Kar¬ 
nataka State Industrial Invest¬ 
ment and Development Corpo¬ 
ration, the mill will have a 
capacity of over 12,000 spin¬ 
dles in the first stage. 

The total cost of the first 
stage is Rs 1.3 crores. The 
project, on completion, would 
cost Rs 2.75 crores. The total 
capacity of the mill would be 
25,000 spindles. 


The Tata Iron and Steel 
Company's Works at Jamshed¬ 
pur ended the year 1975 by 
establishing all-time records 
in five major departments 
during the month of Decem¬ 
ber. The ‘F* Blast Furnace, 
with a capacity of 1650 ton¬ 
nes per day, produced 51,830 
tonnes of steel in December, 
1975 as against 50,464 tonnes 
in March last year which was 
the previous highest. Its Steel 
Mating Shop 3 (capacity 
106,700 tonnes per month) 
produced 108,380 tonnes of 
steel during the month as 
compared to the previous 
highest of 107,174 tonnes in 
December, 1966. 

Some of the mills at the 
Tata Steel Works also 
reached record production 
figures during December, 1975. 
Rolling Mills No 2 turned 
out 93,100 tonnes compared 
to the previous highest figure 
of 87,527 tonnes in May, 
1966. The plate mill tou¬ 
ched an all-time high of 12,012 
tonnes as against 11,511 ton¬ 
nes in October, 1974 while 
the Sheet mills produced 
18,195 tonnes as against 
17,810 tonnes four years ago. 
Besides these, Tata Steel 
achieved several records in 
Blast Furnace productivity 
and performance. 

The Reserve Bank has ad¬ 
vised banks to consider as 
cover for packing credit ad¬ 
vances the computer systems 
and programmes produced 
for export by management 
consultancy firms. Banks may 
extend necessary support 
for export of management 


consultancy lervices and com¬ 
puter software by providing 
appropriate credit and gua¬ 
rantee facilities. 

It has been brought to the 
notice of the Reserve Bank 
that considerable potential 
exists for export of computer 
software which may be ‘Pro¬ 
grams* designed to meet 
individual specifications, or 
‘program packages* which 
are standardised ‘programs’ 
meant foi several users to pro¬ 
duce the results on standar¬ 
dised formats by feeding in 
the data of their own. A 
management information and 
accounting standard package 
may cover personnel account¬ 
ing, inventory control, finan¬ 
cial accounting, etc. In Aug¬ 
ust 1975, the Reserve Bank, it 
will be recalled, had advised 
banks to extend pre-shipment 
credit facilities, against con¬ 
sultancy agreements, to con¬ 
sultancy firms exporting con¬ 
sultancy services only, for 
meeting expenses of the tech¬ 
nical and other staff employed 
for the project and purchase 
of may materials required for 
the purpose, as also guarangee 
facilities. 

New Issues 

T.K. Chemicals Ltd., a new 
.company which is setting up 
a project near Trivandrum in 
Kerala for the manufacture of 
1000 tonnes each of electro¬ 
lytic manganese dioxide and 
manganous sulphate mono¬ 
hydrate, is offering 3.24 lakh 
equity shares of Rs 10 each 
at par for public subscrip¬ 
tion. The list will open on 
February 11 and will close on 
February 21 or earlier but not 
before February 13. 

The total cost of the project 
has been estimated at Rsl.40 
crores. The production tech¬ 
niques to be applied by the 
company have already been 
tested by having pilot plant 
test runs which have ttimed 
out to be entirely successful. 
The company has placed or¬ 
ders for certain items of plant 
and machinery and the orders 
for the balance shall be pla¬ 
ced very shortly. The trial runs 
are expected to commence 


around August/September, 
1976 and it is expected that 
the company shall commence 
actual production from Octo¬ 
ber 1976. 

Electrolytic manganese di¬ 
oxide is an essential con¬ 
stituent of dry cell batteries. 
The demand for electrolytic 
manganese dioxide is ex¬ 
pected to increase considerably 
because of the growth and 
development of dry cell in¬ 
dustry. 

To meet this growing de¬ 
mand and production targets 
of dry batteries, about 
13,000 tonnes of electrolytic 
manganese dioxide would 
be required by 1978-79. The 
present demand is estimated 
at 9,500 tonnes. A major 
part of the present demand 
is being met through imports. 

It is therefore expected 
that there will be no difficulty 
in selling electrolytic man¬ 
ganese dioxide produced in 
this plant which is only about 
10 per cent of present re¬ 
quirements of the country. 
This plant will also manufac¬ 
ture 950 tonnes of manga¬ 
nous sulphate monohydrate 
of the highest purity used as 
cattle and chicken feed. This 
product will partly meet the 
demand of the local market, 
and will also be exported. 

Greaves Lombardini is sel- 
ing up a plant at Auranga¬ 
bad, a notified backward 


area in Maharashtra, for 
v manufacturing sophisticated 
v high speed diesel engines. The 
special features of these en¬ 
gines include its light weight, 
compact size and significan¬ 
tly low capital and operating 
costs. It is envisaged that 
these diesel engines would 
replace petrol engines due to 
significantly lower fuel con¬ 
sumption, nigh efficiency and 
low operating costs. Pro¬ 
moted by Greaves Cotton and 
Co, the company has entered 
into technical and financial 
collaboration agreement with 
Lombardini Fabbrica Italiana 
Motori SPA, Italy. 

Kirloskar Commins, has 
received a letter of intent for 
raising the capacity to 6,400 
engines per annum within the 
range of 60 to 1,600 HP. 
The company’s present licen¬ 
sed capacity is, 2,520 engines 
and the installed capacity is 
2,800 engines against 2,170 
engines in the preceding year. 
In order to meet the imme¬ 
diate requirement of finance 
for the expansion programme, 
the company proposes to issue 
7 lakh 11 per cent cumula¬ 
tive redeemable preference 
shares of Rs 10 each. It has 
also procured a foreign ex¬ 
change loan of Rs 57 lakhs 
from ICICI. 

The company expects to 
maintain its tempo of produc¬ 
tion in the current year. 

lends (Per cent) 


Name of the company 

Year ended 

Equity dividend 
declared for 

Current 

year 

Previous 

year 

Higher Dividend 

Pierce Leslie 

Sep. 30, 1975 

9.0 

5.0 

Electrosteel Castings 

Sep. 30, 1975 

18.0 

12.0 

Firth (India) Steel 

March 31, 1975 

10.0 

7.0 

United Carbon India 

Dec. 31, 1975 

12.0 

5.0 

Sane Dividend 

Ashoka Cement 

March 31, 1975 

Nil 

Nil 

Fort William 

March 31,1975 

Nil 

Nil 

Hastings Mill 

March 31, 1975 

Nil 

Nil 

Calcutta Steel 

March 31, 1975 

Nil 

Nil 

Reduced Dividend 
Ahmedabad Shri 
Ramakrishna Mills 

March 31, 1975 

Nil 

11.58 

New City of Bombay 
Mfg. Co. 

Dec. 31, 1975 

6.0* 

11.0 


•On enlarged capital. 
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Licences end Letters of Intent 

Thb following licences and letterss of intent were issued 
under the Industrial (Development Regulation) Act 1951 during 
the month of November 1975. The list contains the names and 
addresses of the licensees» articles of manufacture, types of 
licence—New Undertakings (NU). New Articles (NA), Sub¬ 
stantial Expansion (SE), Carry on Business (COB), Shifting— 
and annual installed capacity. Details regarding licences and 
letters of intent revoked, cancelled or surrendered are also 
given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Orient Steel ft Industries Ltd; 1009, Ansal Bhavan, 
16-Kasturba Gandhi Marg, New Delhi—-(Faridabad-Haryana)— 
Mild Steel Cold Rolled Strips and Narrow Strips—10,000 
tonnes—(NU) 

M/s Shardlow India Ltd; Huzur Gardens, Madras.—(Hosur- 
Tamil Nadu)—Finished Automobile Crank-shafts—25,000 nos 
—(NU) 

M/s National Standard Duncan Ltd; 4 Nirmal\ 17/18th 
Floor, Backbay Reclamation, Bombay—(Thana-Maharashtra)— 
Tyre Beadwires & Wires of 18 Gauge and Thinner—3,400 ton¬ 
nes—fSE) 

M/s Bombay Metal & Alloys Manufacturing Company 
Limited, Off: Magazine Street, Near Reary Road, Mazagon, 
Bombay—(Bombay-Maharashtra)—Manually operated Gate/ 
Globe/Check Valves (Bronze, Cast Iron, Cast Steel and Stain¬ 
less Steel)—1,33,300 nos—(COB) 

M/s Vikram Steel Pvt Ltd; Garedia Kuva Road, Rajkot— 
(Kotharia, Rajkot, Gujarat)—Mild Steel Ingots; Electrode 
quality carbon Steels; Forging quality carbon Steels; Cold 
heading quality carbon steels; etc—12,000 tonnes—(COB) 

M/s Steelcrete Pvt Ltd; Steelcrete House, 3-Dinshaw 
Watchha Road, Backbay Reclamation, Bombay—(Vishakha- 
patnam-Andhra Pradesh)—Steel Pipes & Tubes—10,000 ton¬ 
nes—(COB) 

M/s Jindal Pipes (P) Lid; 2/1, Ahmed Mamuji Street, 
Liluah, Howrah—(Liluah, Howrah, West Bengal)—Bright Bars 
—8,000 tonnes- (COB) 

M/s Kuldip Industrial Corporation, 51, Industrial Area, 
Chandigarh—(Chandigarh)—Steel Pipes & Tubes—10,000 ton¬ 
nes—-(COB) 

M/s Tirupati Udyog Ltd; 4005, Raghu Ganj, Chawari Bazar, 
Delhi—(Riwari-Haryana)—Steel Pipes & Tubes—10,000 ton¬ 
nes—(COB) 

M/s S. A.S. Engineering Corporation, R-32, Greater Kailash, 
New Delhi—(Faridabad—Haryana)—Steel Pipes & Tubes— 
10,000 tonnes—(COB) 

M/s Swastik Pipes Pvt Ltd; 2855, Sirkiwalan, Hauz-Qazi, 
Delhi—(Rohtak-Haryana)—Steel Pipes and Tubes—10,000 
tonnes-^-fCOB) 

M/s Tamil Nadu Steel Tubes, 3/10, Sheshachala Garden 
Road, Madras—(Madras-Tamil Nadu)—Steel Pipes A Tubes— 
10,000 tonnes—(COB) 

M/s Ahura Welding Electrode Manufacturing Limited; 35, 
Rama Chandra Road, R.S. Puram. Coimbatore—(Coimbatore 
—Madras, Tamil Nadu)—Welding Electrodes—30 million 
running feet at new location, i.e. Madras—(Shifting from 
coimbatore to Madras) 

Metallurgical Industries (Non-Ferrous) 

M/s Metal Lamps Caps (India) Pvt Ltd; 2-Murphy Road, 
Post Bag No. 876, Ulsoor, Bangalore—(Bangalore—Karnataka) 
‘—Aluminium Strips—720 tonnes—(NA) 

Electrical Equipments 

M/s Kelvinator of India Ltd; 10-A, Alipore Road, Delhi— 
(BaUabhgarh, Gurgaon, Haryana)—Electrically Operated Cush 
Registers—15,000 tonnes (NA) 


M/s indosil Ltd; Seville House, Currimbhoy Road, Ballard 
Estate, Bombay—(Santa Cruz, Bombay, Maharashtra) Electro¬ 
nic Watch Module—1,44,000 nos—(NA) 

M/s Industrial Cables (India) Ltd; Industrial Area, Rajpura 
—(Rajpura, Patiala, Punjab)—Railway Signalling Cables—500 
Kms; Control Cables—10 mill core metres—(NA) 

M/s Usha Rectifier Corporation (India) Ltd; 12/1, Delhi- 
Mathura Road, Faridabad— (Faridabad-Haryana)—HT and 
LT Capacitors—40,000 RVAR; Series Reactors—10,000 KVAR; 
Medium Frequency and high frequency capacitors—15,000 
KVAR; Paper Capacitors (for motors, fans and tube lights)— 
5,00,000 nos—(NU) 

Transportation 

M/s Kirloskar Pneumatic Co Limited, Hadapsar Industrial 
Estate, Poona—(Poona-Maharashtra)—Controllable Pitch Pro- 
pellors and Standard Propellors up to 2,000 H.P. for 
Marine Propulsion—200 nos—(NA) 

Industrial Machinery 

M/s Swastik Bansidhar Engg Ltd; Amraiwadi, Ahmedabad 
—(Ahmedabad-Gujarat)—Automatic Flat-Bed and Rotary 
Screen Printing Machines—6 nos -(NA) 

M/s Hein Lohmann (India) Ltd; 14/7, Mathura Road, 
Faridabad—(Faridahad-Haryana)—Puro Nickel Liners—Rs 
40 lakhs—(NA) 

M/s Chowgule Engg Co Pvt Ltd; Chowgule House, 
Marugao Harbour, Goa—(Margao Ponda Rd; Loutulim, Goa) 
—Size separation units, vibrating screens and reciprocating 
Feeders, Classifiers and dis-imegrators (Component parts)—23 
tonnes—(COB) 

M/s Escorts Employees Ancillarics Ltd; 19/67, Mathura 
Road, Faridabad—Ballabhgarh-Haryana) -Assorted Sizes of 
Carburettors—60,000 nos—(NU) 

Machine Tools 

M/s Bharat Gauge & Tool Ltd; 5 ft 6 Fancy Lane, Cal¬ 
cutta— (Uttarpara, Hooghly, West Bengal)- Precision Measuring 
Instruments: Vernier Calipers (All tybes & sizes including gear 
tooth, depth, height indicating types)—60,000 nos; Vernier 
Height Gauges ft Height Masters—10,000 nos; Universal 
Beval Protractors—5,000 nos; etc. etc. etc.—(NU) 

Industrial Instruments 

M/s Bestobell India Ltd; Grosvenor Housc-21, Camac 
Street, Calcutta—(Calcutta-West Bengal)—Pressure Reducing 
Valves—150 nos; Steel, Stop ft Isolating Valves—300 nos; 
Bronze ft Steel Relief Valves—1875 nos—(COB) 

Chemicals (other than Fertilizers) 

M/s The Punjab National Bank Ltd; B-45/47, Connaught 
Place t New Delhi—(Panna Distt. Madhya Pradesh)—Calcium 
Carbide—15,000 tonnes—(NU) 

M/s Jay Engg Works Ltd; 183-A, Prince Anwar Shah 
Road, Post Box No 2158, Calcutta—(Calcutta-West Bengal}— 
Paints, Enamels ft Varnishes—75 tonnes—(COB) 

Mr Ratan Kumar Sanghi, 1/3-4, Palacimo, Silver Oaks 
Estate, Off: Warden Road, Bombay—(Nasik, Maharashtra)— 
Oxygen Gas-0.45 MCM; Acetylene Gas—0.25 MCM—(NU) 
M/s Asiatic Oxygen and Acetylene Co Ltd; 8-B.B.D. Bag 
East, Calcutta—(Kumhari, Madhya Pradesh)—Oxygen— 

4,80,000 CM; D/Acetylene—3,60,000 CM-(COB) 

Drugs & Pharmaceuticals 

M/s Searlc (India) Ltd; Ralli House, 21-Raveiine Street, 
Bombay—Thana-Maharashtra)—Chlorphencraminc Maleate— 
5 tonnes; Pheneramine Mateate—5 tonnes; 2—Benzyl ^Pyridine 
—5 tonnes; 2—(P-Chloro) Benzyl Pyridine—5 tonnes—(NA) 
M/s Oriental Pharmaceuticals Industries Ltd; 64-66, Tulsi 
Pipe Road, Mahim, Bombay— (Bombay-Maharasht ra>— 

Diodopil Tablets—20 mill nos p.a—(NA) 

M/s Indian Drugs ft Pharmaceuticals Ltd; N-12, South 
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Extension Part-1, Ring Hoad, New Delhi —(Hyderabad-Andhra 
Pradesh)—Sulphamethoxy Pyridazine—*20 tonnes—(NA) 

Textiles 

M/s Resham Woollen ft General Mills (P) Ltd; A-71, 
Wazirpur Industrial Area, Delhi—(Bullandshahr, UP)— 
Shoddy Yarn—600 spindles—(NU) 

M/s Polyfabs Ltd; 12-Govcrnment Place East, Calcutta— 
(Champaran, Bihar)—Cotton and/or Man-Made Fibre Yarn— 
50,000 spindles—(NU) 

M/s The Salem Cooperative Spinning Mills Ltd; Ammapet, 
Salem—(Salem—Tamil Nadu)—Cotton Yarn—50,000 spindles 
—(SE) 

M/s The Visnagar Co-operative Spinning Mills Ltd; 
Visnagar, Kheralu Road, Visnagar, Mehsana, Gujarat— 
(Mehsana, Gujarat)—Cotton Yam—50,000 spindles—(SE) 

M/s Kerala Spinners Ltd; Kamalapuram, Aryad North 
PO, Alleppey,-(Alleppy-Kerala)—Cotton Yarn—25,000 
spindles—(SE) 

M/s Nagpal Amalgamated, Prop: Nagpal Woollen Mills 
No. 1 ft 3, Atlas Mills Compound, Rcay Read, Bombay— 
(Bombay-Maharashtra)—Worsted Weaving Hosiery and Hand 
Knitting Yarn—2696 worsted spindles ft 4 worsted power 
looms—(COB) 

M/s Yeolmat Zilla Sahakari Soot Wa Kapid, Giarni Ltd; 
Karala Road, Pusad, Yeotmal—(Yeotmal, Maharashtra)— 
Cotton Yarn—50,000 spindles—(SE) 

M/s The Sabarkantha Jilla Ru-utpadakcni Co-operative 
Spinning Mills Ltd; Idar Road, Himatnagar,, Sabarkamha— 
(Sabarkantha, Gujarat) Cotton Yarn—50,000 spindles— 
(SE) 

M/s The Madurai District Co-operative Spinning Mills 
Ltd; A-2818, Karuthapuliampatty Village, Melur, Madurai — 
(Modurai-Tamil Nadu)—Cotton Yarn—50,000 spindles— 
(SE) 

M/s North Arcot Dist Co-operative Spinning Mills Ltd; 
Post Box No. 201, Ariyur, Vellore, North Arcot—(North 
Arcot, Tamil Nadu)—Cotton Yarn—50,000 spindles—(SE) 

M/s The Kancheepuram Kamakshiamman Co-operative 
Spinning Mills Ltd; Vaiyavoor Village, Kancheepuram, 
Chingleput—(Chinchelpct,Tamil Nadu)—Cotton Yarn—50,000 
spindles—(SE) 

M/s Srcc Suryodaya Mills Pvt Ltd; Yeswantpur, Bangalore, 
—(Yeswantpur, Bangalore, Karnataka)—Cotton Cloth com¬ 
prising of Dhotics, Chaddars, Long-Cloth and Grey Gada: 
(i) Cotion Powerlooms—88; (ii) Artsilk powerlooms—41— 
(COB) 

M/s Birla Jute Mfg Co Ltd; H.O. 9/1, R.N. Mukherjee 
Rd; Calcutta-1—(24-Parganas, West Bengal)—Cotton Yarn- 
25,000 spindles—(SE) 

M/s C. Ramon ft Co Pvt Ltd; Ramon House, 1969, Back- 
bay Reclamation. Bombay—(Thana. Maharashtia)—Shoddy 
Yarn—*600 spindles; Woollen Yarn—352 spindles—(NU) 

Paper ft Paper Products 

M/s Allied Produce Co, D-199, Defence Colony, New 
Delhi—(Poanta Sahib, Himachal Pradesh)—Wood Pulp and 
Speciality Paper*,—10.000 tonnes—(NU) 

M/s Straw Products Ltd; Nehru House, 4-Bahadur Shah 
Zafar Marg, New Delhi—-(Bhopal-Madhya Pradesh—M.G. 
Industrial Packaging & Base Paper—5,500 tonnes—(SE) 

Sugar 

M/s The Etikoppaka Co-operative Agricultural Society 
Ltd; No. M-191. Etikoppaka, Visakhapatnam—Visakha- 
patnam-Andhra Pradesh)—Sugar—1,500 tonnes—(SE) 

Food Processing Industries 

M/s Cerpros Cereals Pvt Ltd; 8/35, 8/36, Kirti Nagar, 
Industrial Area, New Delhi—(Kirti Nagar, New Delhi)— 
Wheat Products—18,000 tonnes—(COB) 


M/s Bedi Company, 14-Pala)ce Road, Bangalore—(Morena, 
Gwalior, Madhya Prade$h>-Skimmed Milk Powder ft Whole 
Milk Powder—1,440 tonnes; Casein—60 tonnes—(NU) 
Vegetable Oils ft Vmnaspati 

M/s Poorna Oils ft Industries Ltd; Post Box No. 508, 
Vijayawada—(Vetapalam, Prakasam, Andhra Pradesh)— 
Cotton Seed Oil by expeller Process—30,000 tonnes in terms 
of cotton seed—(NU) * 

Leather, Leather Goods ft Pickers 

M/s United India Shoe Corpn, 18-A, Vepery High Road, 
Madras—(Vanayambadi, North Arcot, Tamil Nadu)—Leather 
Footwear—12 lakh pairs; Leather Shoe Uppers—8 lakh pairs 
-(SE) 

Ceramics 

M/s Bluemount Ceramics Ltd; 159. Mettupalayam Road, 
Maddampalayam, Coimbatore—(Maddampalayam, Coimbatore, 
Tamil Nadu)—High Tension Insulators—200 tonnes; Low 
Tension Insulators—25 tonnes—(COB) 

Letters of Intent 


Metalurgical Industries (Ferrous) 

M/s Hemkunt Steel & Wires (P) Ltd; F-1I. Jangpura 
Extcn, New Delhi—(Ghaziabad, Meerut, (UP)—Barbed Wire 
—3,000 tonnes—(NA) 

M/s Industrial Cables (India) Ltd; Jccvan Tara Building, 
Parliament Street, New Delhi— (Jind-Haryana)— Steel Wire 
Kopes—3,600 tonnes—(NA) 

Electrical Equipments 


M/s Electionics Corpn of India Ltd; Industrial Development 
Area, Chcrlapalli, Hyderabad—(Hyderabad—Andhra Pradesh) 
—Professional & Custom-Built-Recording System and Tape 
Decks such as:—Cock Pit Voice recorders for Indian Airlines 
and Indian Air Force; Aimy Tape Recorders; STD Recorders 
—2.400 nos; Digital Cassette Tape Recorders Readers—100 
nos:(ii) Facsimile Trans Receivers 100 nos- (NA) 

M/s Usha Rectifier Corpn (1) Ltd; 12/1. Delhi Mathura 
Road, Farid a bad*—(Faridabad-Haryana)~Thyristor Controlled 
DC Variable Drives 100 HP to 300 HP—90 nos; 300 HP to 
500 HP—10 nos; Thyristor Controlled AC Variable Drives 
25 HP to 100 HP—90 nos; 100 HP to 200 HP—10 nos; Total 
capacity 20,000 KW—(NA) 

Mr R. Bhandari C/o J.M.A. Industries (P) Ltd, 8, Padmini 
Enclave, Hauz Khas, New Delhi—(Gurgaon-Haryana)— Indus¬ 
trial Relays—5,00,000 Nos—(NU) 

M/s Theradyne Pvt Ltd, 24th K.M. Mathura Road, Farida- 
bad (Haryana State)—(Delhi)—Devices le.>s than 30 Amps; Sili¬ 
con Diodes—3,00,000 Nos; Silicon Control Rectifiers— 
3,00 000 Nos; Devices beyond 30 Amps; and upto 300 Amps; 
Silicon Diodes—20,000 Nos; Silicon Control Rectifiers— 
20,000 Nos—(NU) f ^ 

M/s Kamani Electronics Pvt Ltd, Ballard Estate, Fort, 
Bombay-1—(Rajasthan)-High Permeability Ferrites—50 ton¬ 
nes- (NU) 

Transportation 


M/s Usha Telehoist Ltd, 14, Princes Street, Calcutta-13- 
Budge Budge-24 Parganas West Bengal)—Metal Clad Oil 
Seals—15,00,000 Nos. ‘O’ Rings—35,00,000 Nos—(NU) 

M/s Suri & Nayar L+d, White Field Road, Post Box No 
1802, Bangalore-48—(Bangalore-Kamataka)—Instantaneous 

Reversibility Transmission for Locomotives—10 Nos—(NA) 
M/s Scooters India Ltd, Sarojini Nagar, Lucknow—(Delhi) 
—Mopeds ( r 0cc)—50,000 Nos-(NA) c __ 

M/s Haryana State Indl. Dev. Corpn Ltd, SCO No 4-5, Sec- 
:or 17-A Chandigarh—(Rewari-Gurgaon-Haryana—Clutch As¬ 
sembly—50,000 Nos; Clutch Plates—2,00,000 Nos—(NU) 

Mr Anil Kumar Lai, 75, Darya Gunj, Delhi-110006—A1 war- 
Raiasthan) —Gaskets—20 million nos—(N r U) 
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Industrial Machinery 

M/s Toxweii Pvt Ltd, 28, Barrackpore Trunk ,Road, Cal* 
cutta—(Barrackpore-Calcutta-West Bengal)—Botton Roller 
for 5i” ft 4£ Spg frames—414 pcs; Hanger Assembly for 5}" 
pitch spg frame—270 sets; Top conductor for 5J” A4i" spg 
frames—52,200 pcs; Top pressing Roller Assembly for 5£” Spg 
frames—270 sets; Automatic stop Motion Assembly for 5$” 
pitch Spg frames—270 sets; Idler ‘V’ Roller Assy for 4J” pitch 
spg frames—7,200 pcs; Silver stop motion link A Detector for 
41” pitch spg frames—45,000 pcs; Idler Roller Assy for 4\" 
pitch spg—30>000pcs; Top Pressing Boss Assy for 4$” spg frames 
—30,000 pbs; Detector Link A Guides for 4£” pitch spg— 
30,000 pcs; Breast Plate RH A LH, for 4^” pitch spg—45,000 
pcs; Intermediate conductor—45,000 pcs: Assy for botton con¬ 
ductors support plates and studs for 4£" pitch spg. frames— 
30,000 pcs; Hanger for 44” spg—45,000 pcs; Hanger Handles 
for 4| spg—45,000 pcs; Wharve Assemblies for 4£” A 5J” — 
2400 pcs, 2,400 pcs; Carriage Plate Assembly—180 sets; Pinning 
Bar Support Bkt—2418 pcs; Back roller Block complete with 
caps, half bushes and pins; 1142 pcs; Front Delivery Spout—3500 
pcs; Back Delivery Spout—3500 pcs; Silver Traps—3500 pcs; 
Delivery Conductor Chutes—4000 pcs; Automatic Front Con¬ 
ductor—7250 pcs; Falter Bars—30,360 pcs; Front Revolving 
Rubber complete—360 pcs; Delivery Pressing Roller Housing- 
900 sets: Coiter Reversing motion—900 sets;High density can 
packers—1080 sets; Silver Plates—900 sets—(NA) 

M/s Jain Tube Co Ltd, D-20, Cannaught Place, New 
Delhi—(Ghaziabad-UP)—High frequency tube Walders—12 
Nos—(NA) 

Miscellaneous Industries 

M/s Raghbans Bahadur & Co United India Life Bldg 
F-Block, Cannaught Place, New Delhi—(Faridabad-Haryana)— 
Forged Hand Tools—3.000 tonnes—(NU) 

M/s Raymond Woollen Mills Ltd, J.K. Bldg, N. Morarjce, 
Marg, Ballard Estate, Bombay—(Poldtaran Road, Thana- 
Maharashtra—Engineers’ steel files and saw files—12.00,000 
dozen; Milled cut files (curved and straight tooth)—24,000 
dozen; Rasp Files—1,00,000 dozen; Special Files—60,000 
dozen—(SE) 

Mr M. L. Mehra, D-372, Defence Colony New Delhi-3— 
(Faridabad-Haryana)—Forged Hand Tools—3,500 tonnes— 
(NU) 

Mr Satish Timblo, Post Box No 34, Margo, Goa—(Goa, 
Daman A Diu)—Forged Hand Toots—2,250 tonnes—(NU) 

Mr Amir Chand Maheshwari, A-9, Maharani Bagh, New 
Delhi-14—(Haryana)—Forged Hand Tools—3.000 tonnes— 
(NU) 

Mr K. K. Singh, 22, Joy Colony* Palsia, Indore-I—(Indore- 
Madhya Pradesh)—Forged Hand Tools—2500 tonnes—(NU) 
Mr Hiralal Goyal, 5, Mall Road, Opp. Sutluj Club, Ludhi¬ 
ana—(Punjab)—Forged Hand Tools—3,250 tonnes—(NU) 

Mr Joginder Singh, D-33, South Extn. Part II, New Delhi-49 
—(Himachal Pradesh)—Forged Hands Tools—3,000 tonnes— 
(NU) 

Chemicals 

M/s Raza Buland Sugar Co Ltd, Rampur, UP—(Rampur 
Uttar Pradesh)—Finer Grade of calcium carbonate (precipita¬ 
ted and activated)—9,000 tonnes—(NA) 

M/s Air Reduction Co Ltd, 82/2, Cooperganj, Kanpur— 
(Ghaziabad-Uttar Pradesh Meerut)—Oxygen Gas—1.00 MCM 
Dissolved Acetylene Gas—0.20 MCM—(SE) 

M/s Pravan Air Products Pvt Ltd, “Pravan House” Opp. 
PWD Stores, Podra Road, Baroda (Guj.)—(Baroda-Gujarat)— 
Dissolved Acetylene Gas—0.288 MCM; Nitrogen Gas—0.720 
MCM—(NA) 

The South India Carbonic Gas Inds Ltd, 175/1, Mount 
Road, Madras-2—(Saklapet-Chinglepet-Tamilnadu)—Carbon- 
dioxide Gas—1,650 tonnes—(SE) 


Mr : P.K. Kanoria, 9, Brabourne Road, Calcutta—(Balasore- 
Orissa)—Silicon Carbide—2,500 tonnes—(NU) 

M/s The Indo-Burma Petroleum Co Ltd, Hindustan Times 
House, Kasturba Gandhi Marg, New Deihi—(Bilaspur-Madfiya 
Pradesh)—Industrial Explosives—18,000 tonnes—(NA) 

Mr S.S Kanoria, 16-A Brabourne Road, Calcutta-1—(Uttai 
Pradesh)—Toxaphene Technical A Misc Chlorinated Terpenes 
—1500 tonnes—(NU) 

M/s Century Enka Ltd, Bhosari Post, Poona—(Poona- 
Maharashtra)—Polyester Filament Yarn—360 tonnes—(NA) 
Drags A Pharmaceuticals 

M/s Indian Drugs A Pharmaceuticals Ltd, N-12, South Ex¬ 
tension Part I, New Delhi-49—(Hyderabad-Andhra Pradesh)— 
Pethidine Hydrochloride—1,000 Kgs—(NA) 

M/s Boehringer-Knolt Ltd, United India Bldg, P. Mehtra 
Road, Bombay-1—(Bombay-Maharashtra)—Akineton Tablets 
(Biperidin Hydrochloride)—40,00,000 Nos—(NA) 

M/s Boehringer Knoll Ltd, United India Bldg., Sir P. 
Mehtra Road, Bombay-1—(Bombay-Maharashtra)—Chloram- 
phericol—from 30 to 90 tonnes—(SE) 

Textiles 

M/s Modi SpngA Wvg Mills Co Ltd, Modinagar—(Delhi)— 
Readymade Garments—7,00,000 pcs—(NU) 

Mr B.S. Bhansaly, 3-5-I093/B-15, Sree Venkateshwara 
Colony, Narayanguda-Hyderabad—(Backward Distt A. Pra¬ 
desh)—Non-Woven Fabrics (by the stitched bonded process) 
—1,80,000 pcs—(NU) 

Vegetable Oils and Vanaspati 

M/s Punjab Agro-Inds Corpn Ltd, 166, Sector 19-A, Chandi¬ 
garh— (Faridkot-Punjab)—Cottonseed oil—20,000 tonnes in 
terms of cottonseed—(NU) 

Rubber Goods 

M/s Murarka Pvt Ltd, Kanuga Bhavan, Kapasia Bazar, 
Ahmedabad—(Kandla FTZ Gujarat)—Mechanical power trans¬ 
mission and rubber endless and open end timing and poly-V- 
type grodved belts PVC nylon sandwitched and polyeurathane 
endless opened moulded and coated conveying and transmission 
belts; Other interlinked products like matched pulleys and gears 
etc—25 tonnes—(NU) 

Leather A Leather Goods 

M/s Bhopal Glues and Chemicals (Pvt) Ltd., Jehangiiabad- 
Bhopal—(Bhopal-Madhya Pradesh)—Glue—200 to 600 tonnes 
Vegetable Tanned Sole Leather—30,000 pieces of hides.—(SE) 
M/s T. Abdul Wahid Tanneries Pvt Ltd., 19, Vapery High 
Road, Periamet-Madras—(North Arcot-Tamil Nadu)—Finished 
Leather—30,00,000 pieces—(NU) 

Miscellaneous Industries 

M/s Indus Time Inds Plot No 56-A, Govt Industrial Estate, 
Kandivali (West) Bombay-67—(Kandla FTZ-Gujarat)—Watch 
Cases—6,00,000 Nos—(NU) 

Paper and Pulp 

M/s Gwalior Rayon Silk Mfg. (Wvg) Co. Ltd., Biralagram, 
Nagda (MP)—(Kumarapatnam-Dharwar Karnataka)—Pulp 
(Rayon Grade)—12,000 tonnes: (48,000 tonnes after expansion) 
-(SE) 

Change in Names of Owners or Undertakings 

(Information-pertains to particular licences only) 

From M/s Jayant Metal Manufacturing Co., Bombay to 
M/s Jayant Metal Manufacturing Co Pvt Ltd; Bombay. 

From M/s Best A Company (P) Ltd; Madras to M/s Best 
and Crompton Engineering Ltd; Madras. 

From M/s Western Maharashtra Development Corporation 
Ltd; Poona to M/s Nagar Steel Private Ltd; Poona-1. 

From M/s Raunaq A Co. India Pvt Ltd; New Delhi'to 
M/s Bharat Steel Tubes Limited. 
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From M/s Port Engg Works Calcutta to JM/s The Hooghly 
Oicking ft Engg Co Ltd; Calcutta. 

Licences Revoked, Surrendered* Lapsed or 
Cancelled 

(Information pertains to particular licences only) 

Mr K. L. Agrawal. Kcadar Road, Gauhati—Wheat Pro¬ 
ducts—(Revoked). 

M/s Prasad Packagings, Poona-4—Iscofol ft Iscootherm 
scoated industrial Packaging Paper)—(Revoked) 

M/s Standard Mills Co Limited, Bombay—Cotton Yarn— 
(Cancelled) 

Mr M. L. Mittal, 24-Aliporc Road, Calcutta—^M/s Proces¬ 
sed Foods Ltd; Calcutta) Dehydrated Fruits ft Vegetables— 
(Revoked) 

. Letters of Intent Revoked, Cancelled or 
Surrendered 

(Information pertains to particular letters of intent only) 

Mr T. K. Patel, World, Bombay-—P l astic Extrusion Plants 
ft Synthetic Fibre Spinging Plants—(Cancelled) 

M/s D. D. Lakhanpal, Bombay—Micro Motors & Mini 
Motors—(Lapsed) 

M/s Delco Electronics Ltd; Delhi—Tape Recorders— 
(Closed) 

M/s J.N. Marshal & Co., Pimpri PF, Poona-18—High 
efficiency Process Steam and High Pressure Hot Water Boiler 
Equipment—(Lapsed) 

. M/s Electro Chemical Condener Co., Bombay—Electronic 
Components—(Lapsed). 

M/s United Electrical Industries Ltd; Quilon, Kerala—Soft 
Ferri tes—(Lapsed) 

Mr B. J. Patel, C/o Ubah Electrical Instruments, Fort, 
Bombay—Potentiometers ft Band Change Switches—(Lapsed) 
Mr G P. Goenka, New Delhi—Electronic Desk Calculators 
—(Lapsed) 

Mr Charat Singh, New Delhi—Ceramic Capacitors— 
(Lapsed) 

Mr Bawani Cotton Mills Limited, New Delhi—Ceramic 
Ca paci tors—(Lapsed) 

Mr V.K. Alimchandani, Bombay—Ceramic—Capacitors— 
(Lapsed) 

M/s Bharat Industrial Works, New Delhi—Plastic Film 
Capacitors—(Lapsed) 

M/s Bharat Industrial Works; New Delhi—Electronic Com¬ 
ponents—(Lapsed) 

Mr Deokinandan Ajitsaria, C/o Ajitsaria Industries, 
Assam- -Electronic Components,— (Lapsed) 

Shri Bhawani Cotton Mills Ltd; New Delhi—Plastic Film 
Capacitors—(Lapsed) 

M/s Bhartia Electric Steel Co Ltd; New Delhi—Electrolytic 
Capacitors (Lapsed) 

Mr A. K. Lakhanpal. Bombay—Carbon Film Registors & 
Plastic Film Capacitors—(Lapsed) 

Mr H.J. Patel; C/o Geometrical Tools Mfg Co (India), 
Bombay—Electrolytic Capacitors & Styroflcx Capacitors— 
(Lapsed) 

M/s Harshadray Pvt Ltd; New Delhi—Electrolytic Daaci- 
tors & Styroflcx Copacitors Lapsed) 

Mr Anil N. Kothary, Bombay—Metalised Plastic Film 
Capacitors—(Lapsed) 

Mr A.K. Jain, Delhi—Electronics Components—(Lapsed) 
M/s Sanjay Electronics, Nagpur—Ceramic Capacitors— 
(Lapsed) 

M/s Bhartia Electric Steel Co Ltd; New Delhi—Electronic 
Capacitors—(Lapsed) 


M/s India Opto Electronic New Delhi—Ferrites—(Lapsed) 
Mr S.J. Patel, Bombay—Carbon film Resistors, Loud 
Speakers ft Cones—(Lapsed) 

Mr P.S. Panchakshari, Poona—Electronic Components— 
(Lapsed) 

M/s Nav Bharat Electronics, New Delhi—Relays ft Connec¬ 
tors—(Lapsed) 

M/s J.K. Industries (P) Ltd; New Delhi—CoAnectors ft 
Relays—(Lapsed) 

Mr Jagdish Prasad Jain, Calcutta—Electronic Components 
—(Closed) 

M/s M.P. Silicate Works, Bilaspur (MP)—Industrial Gases 
—(Cancelled) 

Mr Sah Anil Kumar, Jodhpur—Engine Valves—(Cancelled) 
Mr K.C. Poddar, Bhopal—Industrial Gases—(Cancelled) 
Mr V.K. Alimchandani, Bombay—Capacitors—(Lapsed) 

Mr Kristian Lai Pahwa, Kanpur—Industrial Gases—(Can¬ 
celled) 

The Managing Director. The Punjab State Industrial Deve¬ 
lopment Corpon. Ltd; Chandhigarh—Soda Ash/Ammonia 
Chloride—(Lapsed) 

Mr J.P. Rahaul, Jaipur—Portable Electric Tools—(Lapsed) 
Mr Krishna Kumar Mohta, New Delhi—Magnetic Tapes- 
—(Closed) 

M/s Ashoka Cement Ltd; New Delhi—Cement Planfr— 
(Cancelled) 

M/s Jay Gases (P) Ltd; Mandi Gobindgarh—Acetylene 
Gas—(Cancelled) 

Mr S.N. Bagla, Calcutta-27—Industrial Gases—(Cancelled) 
M/s Birla Jute Manufacturing Co Ltd; New Delhi—Cement 
Clinker—(Lapsed) 

Mr M. Sadaksharavel, Coimbatore—Percussion Drilling 
Tools And Bits—(Cancelled) 

M/s Dipak Vegetable Qil Industries Pvt Ltd; Manavadar 
(Gujarat)—Industrial Gases—(Cancelled) ’ 

M/s Rainbow Gases Ltd; Muzaffarnagar—Industrial Gasses 
—(Cancelled) 

M/s Shalimar Industries (P) Ltd; Calcutta—Tufed Carpets 
—(Lapsed) 

M/s Free India Dry Accumulators Ltd; Calcutta—Air-craft 
Batteries—(Lapsed) 

Mr Ashok Kumar Jairi, C/o M/s Ashoka Gases, Delhi-6 
—Industrial Gases—(Cancelled) 

Sardar Balwant Singh, Chandigarh—Indusirial Gases— 
(Cancelled) 

Mr Prabhat Kiran, Monghyr—Industrial Gases—(Can¬ 
celled) 

M/s Northern India Iron ft Steel Co Ltd; Faridabad— 
Industrial Gases—(Cancelled) 

M/s Joginder Engg Works, Karnal—Industrial Gases— 
(Cancelled) 

M/s Alta Laboratories (Pvt) Ltd; Bombay—DOP and DBF 
Plasticisers— (Cancelled) 

M/s Poddar Estates Ltd; Calcutta—Razor Blades—(Lapsed) 
M/s Bharatia Engg Corpn Ltd; Bombay—Nitrobenzene ft 
Aniline—(Lapsed) 

M/s Mahalakshmi Glass Works Pvt Ltd; Hyderabad—Glass 
Bottles—(Cancelled) 

Mr Joginder Singh Bhasin, Kanpur—Ceramic Colours— 
(Cancelled) 

M/s D’ Souza &K.M. Rao, Secunderabad—Polyster Polys-' 
terene Film Capacitors—(Lapsed) 
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Indian Oxygen Limited 

Chairman's Statement 


The following is the Statement of Mr. R. C. Hesketh-Jones, Chairmen, 
Indian Oxygen Limited, which has been circulated to the shareholders 
etong with the company’s Annual Report for the year ended 30 September 
1075 . 


After careful consideration 
your directors have decided to 
recommend payment of divi¬ 
dend at the rate of 15%, 
subject to deduction of tax. 
This will absorb Rs 92,40*000 
leaving a balance of ’-Rs 
14,63,677 at the credit of the 
Profit & Loss Account. 

In accordance with the 
provisions of the Compahies 
(Temporary Restrictions bn 
Dividends) Act, 1974 as 
amended in 1975, 6% of this 


Last year Mr K. Hartley 
made his first statement as 
Chairman. It is with profound 
regret that this year I write 
the Chairman's Statement in 
his Place* As you will know 
Mr Hartley passed away after 
a short illness on 20 November 
1975 at the early age of 54, 
■after 'serving IOL for more 
than 26 years. His contribu¬ 
tions to the Company had 
been outstanding and culmi¬ 
nated in his appointment as 
Chairman & Managing Direc¬ 
tor on 1 April 1974. The loss 
to IOL is great as it was sud¬ 
den and unexpected and on 
behalf of all members of the 
IOL family I record our sor¬ 
row and extend our deepest 
sympathy to Mrs Hartley and 
her two sons. 

pi For the greater part of the 
year under review the econo¬ 
mic situation in the country 
continued to be difficult. For 
the Indian fiscal year ended 
31 March 1975 the GNPat 
(960/61 prices recorded only 
a marginal increase, per capi¬ 
ta income registered a nega¬ 
tive growth rate, agricultural 
production was almost stag¬ 
nant and industrial produc¬ 
tion recorded a growth rate 
of less than 4%. The very 
steep increase in oil prices 
gnd the rising costs of imports 

! >f food and fertilisers on a 
arge scale inevitably contribu¬ 
ted to a substantial adverse 
balance of trade despite a 
significant rise in export earn¬ 
ings. Persisting power shor 
tages and non-availability of 
vital inputs hampered indus¬ 
trial production. As against 
these unfavourable develop¬ 
ments there were certain wel¬ 
come improvements during 
the second half of the year 
under review. As a result of 


the package of anti-inflation¬ 
ary measures taken by the 
Government, stability was 
largely restored on the prices 
front. The growth rate of 
industrial production improv¬ 
ed and on the food front 
India stood poised for the 
largest ever production of 
food grains. The power 
situation eased considerably 
and further steps were taken 
by the Government for en¬ 
couraging full utilisation of 
capacities. Firm administra¬ 
tive measures helped to res¬ 
tore economic discipline in 
the country and improve the 
industrial relations climate. 
The Government decided to 
step up public investments and 
ensure the availability of 
certain vital inputs for in¬ 
dustry. 

It is against this back¬ 
ground that the Company's 
performance during the year 
under review has to be consi¬ 
dered. 

SALES 

The Company's turnover 
for the year at Rs 38.67 crores 
was 18.7% higher than in the 
previous year. Sales would 
have been still tatter but for 
the adverse power situation 
affecting the Company’s cus¬ 
tomers and at some factories 
its own production. Demand 
for the Company's products 
remained subdued due partly 
to slack in industrial activity 
through the greater part of 
the year and partly to signi¬ 
ficantly higher competition, 
mainly in the fields of indus¬ 
trial gases and welding equip¬ 
ment. Unsettled labour con¬ 
ditions, particularly in the 
eastern region, for nearly five 
weeks beginning end May 
1975 further atfected sales. 


Nevertheless, the quantitative 
sales of dissolved acetylene, 
argon, medical oxygen, nit¬ 
rous oxide and cryogenic plant 
were higher than in the pre¬ 
ceding year, although those 
of other major products 
showed some decline. As 
explained m the Directors* 
Report on the accounts for 
the year under review, the 
higher turnover also reflected 
the impact for the entire year 
of the enhancement in selling 
prices effected towards the 
middle of the previous year to 
cover cost increases. 

Export sales showed a wel¬ 
come increase of 20% over 
the previous year. 

PROFIT, TAXATION AND 
DIVIDEND 

The profit for the year 
before taxation amounted to 
Rs 3,40,03,677 as against Rs 

2.96.71.300 last year, after 
providing depreciation of Rs 
93,07,000 (previous year Rs 
89,42,000) and interest charges 
of Rs 50,56,317 (previous year 
Rs 21,96,826). I The increased 
turnover accounted for the 
higher profit. 

Tax provision for the year 
amounted to Rs. 1,95,00,000 
(previous year Rs 1,67,00,000) 
leaving a net profit of Rs 
1,45,03,677 as against Rs 

1.29.71.300 last year. After 
transferring Rs 5,00,000 (pre¬ 
vious year Rs 13,00,000) to 
Development Rebate Reserve 
and bringing back from this 
account Rs 1 l,06,00d (previous 
year Rs 5,00,000) the amount 
available for appropriation 
was Rs 1.51,03,677 as against 
Rs 1,21,71,300 last year. Your 
directors have decided to 
transfer Rs 44,00,000 to 
General Reserve leaving a 
balance of Rs 1.07,03,677. 


dividend will be paid as 
‘immediate dividend* Bid 
the balance 9% in two equal 
instalments with interest gt 
fc% per annum as • deferred 
dividend’. 

FINANCE 

A further amount of Rj 
5,07,274 was repaid to ROC 
International Limited against 
the loan granted by them leav¬ 
ing a balance of Rs 18,33,895. 
It should be noted here that 
the name of The British Oxy¬ 
gen Company Limited was 
changed during the year to 
BOC International Limited as 
the former name was -no 
longer considered descriptive 
of either the product range 
or the geographical spread of 
the Group. 

The rise in costs and the 
growing complexities of the 
Company's widening activities 
enhanced the Company’s ref 
quirement of working capital} 
Arrangements were made for 
increasing the limit of over] 
draft facilities from Rs 308 
lakhs to Rs 450 lakhs on a 
consortium basis from Punjab 
National Bank, The Chartered 
Bank. Grindlays Bank Limit 
ted and United Bank of India 9 
Even so, the pressure on thd 
Company's cash resource) 
continues as a result of th$ 
increased tempo in severaf 
areas of the Company's actiJ 
vities. \ 

DEVELOPMENT AND S 
EXPANSION ; 

In his statement last yeax$ 
Mr Hartley referred to th$ 
Company’s application for 
approval of a technical colla^ 
boration agreement with 
Cryoplants Limited, Londort 
ior manufacture. of loij 
pressure tonnage air separsA 
tion plants and nitrogen 
generators. The Government 
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of India has. signified its in¬ 
tention to approve this agree¬ 
ment; the Company’s views 
On the proposed terms of 
approval have , been communi¬ 
cated to the Government and 
the matter is currently under 
further consideration. 

Last year Mr Hartley also 
referred to the application 
submitted by the company in 
/dne 1974 for an industrial 
licence in respect of a major 
diversification project. This 
project is for manufacture of 
castor oil derivatives in a 
notified backward area in 
Andhra Pradesh. As Mr 
Hartley indicated, the project 
satisfies all the important cri¬ 
teria laid down by the Govern 
mpnt.for further growth of a 
fqneign-controlled company in 
JuKUe. Comprehensive dis¬ 
cussions have taken place with 
officials of the Government 
of .India in regard to this 
major project which, if ap¬ 
proved, . will bring about a 
significant' change in the 
nature of your Company’s 
activities, lam hopeful that 
theGovernment's final deci¬ 
sion will be known before 
long. 

The Special Gases Centre 
gt Bombay was commissioned 


during the mar establishing far 
the first timffi M jjhrifir 
ties for pfjjlui&ph <$ v julta4 : 
high purity gases and special 
gases for sophisticated applica¬ 
tion in industry and rescarctM 
New varieties of welding elec¬ 
trodes ' were introduced to 
fill gaps in the product jange. 
A mini are welder—suitable 
for the small customer—was 
introduced in the market 
daring the 1 year. A portable 
shape cutting machine—called 
Flamingo—was developed 

during the year; the product 
has since been launched in the 
market and the initial response 
has been very encouraging. 
In the medical equipment 
field, the Company introduced 
a paediatric ventilator as 
also a simplified and econo¬ 
mic anaesthetic apparatus 
called the Boyle Cadet. The 
Company also manufactured 
an acetylene compressor— 
another first in the field of 
import substitution—which 
will contribute substantially 
to the saving of valuable 
foreign exchange. 

MANAGEMENT AND 
PERSONNEL 

A major disruption to 
normal working for a period 
of five weeks from 26 May 


|4975 marred the othqmke 

throughout thb-year. Its im¬ 
pact was severely felt in the 
■ cittern! ftjion—ibiaMyiiit tftBr 
of the Company’s large fac¬ 
tories. However, a settle¬ 
ment was reached at end 
June 1975with the employees’ 
representatives and pince tlu?n 
there have been sighs of im¬ 
provement in several an!as of 
the Company’s operations. I 
sincerely hope that these en¬ 
couraging trends will become 
more pronounced and there 
will be greater co-operation 
of the employees and their 
representatives in improving 
production, thereby enabling 
the Company to make its dne 
contribution to the national 
efforts for industrial growth. .. 

In his statement last year, 
Mr Hartley referred to the 
review of the Management 
Development Plan. The re¬ 
vised Plan was introduced 
during the year and the Com¬ 
pany’s organisational set-up 
in this field has been streng¬ 
thened so that all efforts can 
be. harnessed towards the 
proper utilisation and deve¬ 
lopment of the Company’s 
management staff. 

I take this opportunity of 


recording-qur appreciation of 
thr^#M|M|; > m| luty of all 

.tvSHImflM fau d 

■ wore made possible the satis- 
. Jactory performance of the 
; Company for the year despite 
many a difficulty. 

PROSPECTS 

Due to various masons 
bej'bna the Cbffipany’sbdWWl 
—some of which - hav| -baits 
indicated above—production 
of several of the Company's 
major, products still remains, 
substantially below thejns- 
talled capacities. There ire 
some encouraging signs ojjpg- 
tum in .industrial activity fa 
the country and with an im¬ 
provement in power situation 
and easier availability of raw 
materials, I look forward hope- 
fully to achieving better work¬ 
ing results in the current year. 
The prospects in the long teqas 
will, however, depend largely' 
upon the Company being, 
permitted to develop and 
diversify its activities signifi¬ 
cantly in. future in the manner 
indicated above. 

R C HESKETH-JONES 
CHAIRMAN 

29 December 1975 
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RECORDS 



railway colony or university and carrying an interest of 
campus. five per cent. 

A provision has been made r The state governments have 
for payment of amount for been empowered to exempt 
excess vacant land to be ac- any vacant land from the 


snmsncs 


Urban land 
(ceiling and 
regulation) bill 

A coiling of 500 square 
metres to 2,000 square metres 
on vacant urban land depend- 
ing on the categorisation of 
urban agglomerations, has 
been provided in the Urban 
Land ^Ceiling and Regula¬ 
tion) Bill which was introdu¬ 
ced in the Lok Sabha on Janu¬ 
ary 28, 1976. 

The Bill provides for the 
acquisition of land in excess 
of the ceiling limit; regula¬ 
tion of building construction 
on such land and puts restric¬ 
tions on the transfer of urban 
land and property “to pre¬ 
vent speculation and profi¬ 
teering and to bring about an 
equitable distribution of land 
to subserve the common 
good”. 

Towns Categorised 

The ceiling limit of 500 
square metres is for category 
A urban agglomerations such 
as, Delhi, Calcutta, Bombay 
and Madras, 1,000 square me¬ 
tres for category B areas, such 
as Hyderabad, Ahmedabad, 
Bangalore, Poona and Kan¬ 
pur, 1,500 square metres for 
category C areas, such as 
Patna, Mysore, Bhopal, Amrit¬ 
sar, Jaipur and Lucknow and 

eastern economist 


2,000 square metres for cate¬ 
gory D areas including Chan¬ 
digarh and specified in the 
schedule appended to the Bill. 
(See Appendix p. 258). 

The Bill applies in the first 
instance to Andhra, Gujarat, 
Haryana, Himachal Pradesh, 
Karnataka, Maharashtra, 

Orissa, Punjab, Tripura, Uttar 
Pradesh, West Bengal and all 
union terriroties and shall 
also apply to such other states 
which adopt the Act by pas¬ 
sing resolutions under article 
252 of the Constitution. 

Vacant Land Dafinad 

Vacant land has been defi¬ 
ned to mean land not mainly 
used for the purposes of agri¬ 
culture in an urban agglome¬ 
ration but does not include 
land on which building con¬ 
struction is not permissible 
under the building regulations 
in force and land occupied 
by any building which has 
been constructed before or is 
being constructed on the date 
of the introduction of the Bill 
in the Lok Sabha. 

An urban agglomeration is 
made up of the main town 
together with the adjoining 
areas of urban growth and 
is treated as one urban 
spread. Each such agglomera¬ 
tion may be made up of more 
than one statutory town, ad¬ 
joining one another, such as, 
a municipality and the ad¬ 
joining cantonment and other 
urban growth, such as, a 


quired by the state govern¬ 
ment. In case where there is 
any income from excess va¬ 
cant land, the amount paya¬ 
ble shall be equal to 8i 
times the net average annual 
income for a period of five 
consecutive years. In other 
cases, the amount shall be 
calculated at a rate not ex¬ 
ceeding Rs 10 square metre 
in the case of land situation 
in categories A and B agglo¬ 
merations and Rs 5 for cate¬ 
gories C and D lands. 

Compensation 

The amount is to be paid 
within six months from the 
date of order of the com¬ 
petent authority and 25 per 
cent o* Rs 25,000, whichever 
is less, shall have to be paid 
in cash and the balance in 
negotiable bonds, redeemable 
after the expiry of 20 years 


purview of the Bill, such as 
banks, government financial 
institutions, charitable trust 
or where a person declares 
that excess vacant land is to 
be utilised for the construc¬ 
tion of dwelling units—each 
with a plinth area not exceed¬ 
ing 80 square metres—for the 
accommodation of the weaker 
sections of the society. A 
provision has been made for 
penalty for concealment of 
particulars of vacant land with 
the intent of escaping the 
ceiling provision. 

The Bill also puts a ban on 
transfer of excess vacant land 
at any time beginning from 
the date of its introduction and 
ending with the commence¬ 
ment of the law except by 
permission. Any transfer 
made in contravention of this 
provision will be null and 
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void. Upon the publication 
of a declaration regarding ac¬ 
quisition of any excess land, 
such land shall be deemed to 
have vested absolutely in the 
state government free from 
all encumberances. 

Provision has also been 
made for payment for excess 
vacant land which is held by 
a person under a grant, lease 
or other tenure from the 
central or state government. 
An Urban Land Tribunal is 
to be set up for hearing ap¬ 
peals against the competent 
authority. A second appeal 
will be allowed to the High 
Court from the decision of 
the Tribunal. 

No person, which includes 
a family, firm or a company, 
entitled to hold vacant land 
is permitted to transfer such 
land by way of sale, mort¬ 
gage, gift or leave except 
with the permission of the 
competent authority who shall 
have the first option to pur¬ 
chase such land on behalf of 
the state government at a 
price calculated in accordence 
with the Land Acquisition Act 
or any other relevantl law in 
force. 

The bill also bans the trans¬ 
fer or sale of any urban land 
with any bdilding, whether 
constructed before or after 
the commencement of the Act, 
for a period of ten years from 
the date of construction of 
building or the commencement 
of the Act, whichever is later, 
except with the permission of 
the competent authority. 

The Bill also provides for 
regulation of building con¬ 
struction on urban land. 
Where the building is to be 
constructed in land in cate¬ 
gory A or B agglomerations, 
the plinth area shall not ex¬ 
ceed 300 square meters and 


in category C and D areas 
500 square metres at the floor 
level. Constructions in vio¬ 
lation of this restriction shall 
be liable to be demolished. 

Hie plinth area means the 
area of the building at the 
floor level and includes the 
thickness of the wall. In the 
case of units with two or more 
floors, it also includes the 
proportionate area intended 
for any common service faci¬ 
lity at the floor level. 

Appendix 

Urban Agglomerations 

A list of urban agglomera¬ 
tions covered by the Urban 
Land (Celing and Regulation) 
Bill introduced in the Lok 
Sabha on January 28 is given 
below: 

The urban agglomeration is 
formed of the the main town 
together with the adjoining 
areas of urban growth and is 
treated as one spread. These 
include outgrowths which do 
not qualify to be treated as 
individual towns in their own 
right but have pronounced 
urban characteristics. 

The statewise break-up of 
the four categories of urban 
agglomerations for purposes 
of determining the ceiling on 
ownership and possession of 
vacant land is as follows: 

Category 'A 9 : (Oiling 500 
sq. metres): 

Maharashtra—Greater 
Bombay. 

Tamil Nadu—Madras 

West Bengal—Calcutta. 

Union Terriroty of Delhi. 

Category ‘B’: (Oiling 1,000 
sq. metres): 

Andhra Pradesh—Hydera¬ 
bad. 

Gujarat—Ahmedabad. 

Kama taka—Bangalore. 

Maharashtra—Poona. 

*• 


Uttar Pradesh—Kanpur. * 

Category ‘C; (Oiling 1,500 ^ 
sq, metres): 

Andhra Pradesh—Visakha- 
patnam, Vijayawada. 

Bihar—Patna, Dhanbad, 
Jamshedpur. 

Gujarat—Rajkot, Vado* 

dara (Baroda), Surat. 

Jammu and Kashmir— 
Srinagar. 

Karnataka—Mysore, Hubli, 
Dharwar. 

Kerala—Calicut, Cochin, 

Trivandrum. 

Madhya Pradesh—Gwalior, 
Indore, Bhopal, Jabalpur. 

Maharashtra—Ulhasnagar, 
Sholapur, Nagpur. 

Punjab—Amritsar, Ludhia¬ 
na. 

Rajasthan—Ja ipur, Jodh¬ 

pur. 

Tamil Nadu—Salem, Coim¬ 
batore, Madurai, Tiruchira- 
pali. 

Uttar Pradesh—Bareilly, 


Meerut, Agra, Allahabad, 
Lucknow, Varanasi, ' 

Category ^:<Oliifig%^Q0 
sq. metres): * 

Andhra Pradesh-r-Gimtur, 
Warangal. 

Assam—Oauhati/ 

Bihar—Ranchi, 

Gujarat—Jamnagar, Bhav- 
nagar. 

Karnataka—Mangalore, Bel- 
gaum. 

Madhya Pradesh—Gwalior, 
Durg, Bhilainagar, Raipur. 

Maharashtra—Thana, 

Nasik, Sangli, Kolhapur, 

Orissa—Cuttack. 

Punjab—Jullundur. 

Rajasthan—Bikaner, Ajmer, 
Kota. 

Tamil Nadu—Trirunelvelli. 

Uttar Pracesh—Moradabad, 
Rai Bareli, Gorakhpur, Ali¬ 
garh, Saharanptif. 

West Bengal — AsansoL 
Durgapur. 

Union Territory of: Chandi¬ 
garh. 


Directorate General of Technical Development 


Directorate General of Technical Development have published in Indian 
Export Service Bulletin dated January, 24, 1976 a list of capital goods- 
Macbincry,/Geneml Machine Tools, and Instr umen ts not manufactured in 
the country or the availability of which is not likely indigenously in the 
near future. The list has been published with the twin objectives of 

i) giving an opportunity to indigenous manufacturers to consider 
taking up the production of any of there items given in the list as 
part of Development and Import Substitution Programme; and 

ii) eliminating the need to go through the advertisement procedure In 
respect ofthose machines which are not manufactured in the coun¬ 
try. 


The list has been prepared from capital goods cleared for import 
during 1975. The indigenous manufacturers of plant and machinery are 
requested to go through the list and inform DGTD by February 29, 1976 
whether manufacturing capabilities in respect of any of these irems are 
now available or whether indigenous manufacture could be established by 
June 3Q, 1976. It is the intention to publish the final list as amended 
after responses received from the indigenous manufacturers have been 
considered, by March 31, 1976 which wulbe valid for a period of one 
\Si u f t0 Mwch 31, 1977. For import of any item included in the 
final list, it will not be necessary for entrepreneurs to follow the adver¬ 
tisement procedure as at present. 


The ust also contains plant and machinery of imported origin requir¬ 
ed for oil exploration, fuel oil based fertilizer plants, leather finishing, 
leather footwear, leather goods, and cotton garment industry. 

The list is priced at Rs. 5/ per copy. Requests for copies required 
ty post may be addressed to Directorate of Exhibitions and Commercial 
Publicity, Udyog Bhavan. New Delhi-110011 alongwith a crossed postal 
order or money order of Rs. 5/- payable to the Director of Exhibitions 
and Commercial Publicity. Copies can also be had at Gate No. 13, Udyog 
Bhavan, New Delhi against cash payment. 

A few copies of Indian Export Service Bulletin Supplement dated Jan¬ 
uary 11, 1975 containing list of capitals goods cleared by Capital Goods 
Committee during 1974 are also available at Rs. 5/- per cony and can be 
obtained as above. davp 563 (105)75. 
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Indo-US dialogue 

It should not be a surprise if the last week’s deliberations of the Indo-US Business 
Council do not result in a revival of the flow of private capital from the United Sta¬ 
tes to this country in the immediate future. Not only the current shortage of capital 
in that country is hardly conducive to such a development but also the entrepreneurs 
there have to contend with the growing resistance from the powerful labour unions 
to investments abroad on the ground that investments within the country itself have 
to be stepped up to contain unemployment. Further, the joint ccromunique issued 
at the end of the deliberations makes it abundantly clear that even though many 
misunderstandings on the part of the US investors about the policies of the govern¬ 
ment of India and the investment climate have been removed, several misgivings still 
persist, the most important among them being whether foreign capijal is at all wel¬ 
come here. In fact, the leader of the US team, which participated in the Council's 
deliberations, Mr Orville L. Freeman, has called for a clear, unambiguous statement 
from the prime minister in this regard. Such a statement, he opined at a press 
conference held after the conclusion of the Council’s meeting, was needed to create 
a “dramatic” impact in all the developed countries. 
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The US representatives are stated to have appreciated the recent streamlining 
of industrial licensing procedures as well as the availability of such prerequisites for 
fruitful collaboration arrangements as an expanding market, a well-developed capital 
market, consultancy services, investment banking facilities and skilled labour. The 
environment for business initiative in India, they noted, was improving. They also 
viewed with optimism “the emerging attitude of India to support business enterprises”. 
The effective control of the inflationary tendencies in the Indian economy too was 
considered a plus point. But it was pointed out by them that besides an unequivocal 
statement welcoming foreign Investments, what was urgently required was a treaty 
between India and the United States on avoidance of double taxation, reduction in 
the present high tax rates (especially when several incentives to the corporate sector 
have been withdrawn recently) and, more importantly, rationalisation of the Foreign 
Exchange Regulation Act (FERA). This formidable legislation, however well- 
intentioned it might be from India’s own point of view, they stressed, was not under¬ 
stood in details by most entrepreneurs abroad. Their misgivings about the FERA, 
it appears, could not be fully removed by the government officials despite kngthy 
discussions and clarifications to the effect that the Act was very flexible and not meant 
to curb bona fide business transactions. 

There appear to be some other inhibitions also on the part of the investors, though 
they were not specifically listed in the joint communique. An indication of this was 
available from Mr Freeman’s observations at the press conference. He desired not 
only further streamlining of industrial licensing procedures but also making of the 
terms for attracting foreign investments as competitive as available elsewhere, pre¬ 
sumably in Taiwan, South Korea and Brazil. In addition, he apparently wanted a 
greater role for multinationals as well as an assurance that the enterprises to be set 
up with foreign investments would be allowed to grow to optimum operations. On 
management control as well —which guides decisions about the ratio of equity parti¬ 
cipation—there appeared to be some reservations. The multinationals, Mr Freeman 
of course stressed, had to function within the economic policies of the government 
of the host country. He did not agree that barring some isolated cases, multinationals 
interfered with the local politics. In his opinion, they could, on the other hand, help 
in fostering understanding and cooperation among countries. 


Readers* Roundtable The above shows that substantial further spade work will have to be done to 
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approach which the goverment of try in view of the mounting labour costs Pure cost considerations warrant this. II 
India has brought to bear upon its eco- and pollution problem in the USA. The can help in improving the fndo-US eeono- 
nomic policies in the recent months tackling of the pollution problem right mic ties significantly for it will establish 
should help in removing the unnecessary from the start of an industrial under* identity of interest between the two 
irritants to foreign investments. Several taking obviously is much easier than the countries. The K & D activity now has 
of the apprehensions of the US team stitl remedial action taken at a later stage, become an essential part of industrial 
remaining to be removed are genuine. Our country need not be scared of this activity. 

These include a treaty on avoidance of problem if anti-pollution measures are 

double taxation, simplification of the taken well in time. Collaboration in this *^ ie week’s deliberations, thus, may 
FERA, allowing the growth of an Indus- field between the two countries can be of ^mediately yield spectacular results 
trial unit to its optimum size and ensuring great mutual advantage. the three spheres to which they per- 

of reasonable return on capital. Fur- tained. But the process of building up 

ther simplification of industrial licensing Another important idea thrown up dur- bridges between the two countries which 
procedures is desirable even from the in « the council’s deliberations which needs has started with these deliberations needs 
point of view of local entrepreneurs. The to be pursued vigorously is that of the to be continued steadfastly. There is no 
recognition of this fact on the part of the American enterprises operating in India denying the fact that the industrialisation 
government itself is not lacking as these transferring part of their research and of this country can be accelerated a great 
procedures are envisaged to be simplified development activity to this country, deal by attracting foreign investors, 
a great deal further in another couple of 


months. 

In the immediate future, there appears 


Britain a better market 


to be much better scope for Indo-Ameri- 
can cooperation in the third countries. 
The US team reacted favourably to the 
Indian skills and competence for under¬ 
taking turn-key projects as well as to the 
availability here, in fairly large numbers, 
of technical, managerial and professional 
personnel. Such personnel have already 
made their mark in American enterprises 
in third countries. This should augur 
well for sub-contracting of some por¬ 
tions of turn-key projects by the US en¬ 
trepreneurs to Indian concerns in the 
neighbouring developing countries. 

The scope for the expansion of Indo- 
US trade has been assessed by the Coun¬ 
cil as quite bright, especially after the 
recent announcement of the US administ¬ 
ration in regard to the Generalised Scheme 
of Preferences and the success achieved 
by us in containing inflation. While 
there is no doubt that this country should 
take advantage of this scheme to the 
maximum, there is need for inclusion in 
it of several other items, particularly en¬ 
gineering goods, the exports of which 
our country proposes to increase in the 
coining years. This need has been recog¬ 
nised by the US team as well. But it 
remains to be seen how far it will be able 
to prevail upon the US administration 
to amend the scheme. 

There, of course, ought to be good 
scope for the US entrepreneurs investing 
in export-oriented industries In this coun- 


for India 


Mu J. Neilson Lapraik, chief executive 
of the Import Opportunities Office, spon¬ 
sored by the London Chamber of Com¬ 
merce, who recently visited India, strongly 
emphasised the need for our exporters to 
give proper attention to quality, confor¬ 
mity to samples, and delivery schedules. 
The Import Opportunities Office has been 
set up specifically to promote imports 
from developing countries and it provi¬ 
des valuable service to exporters by put¬ 
ting them in touch with reliable impor¬ 
ters in Britain. One may wonder why 
Mr Lapraik, in his discussions with Indian 
businessmen, should stress on points which 
are well-known but the fact remains that 
we continue to lose foreign exchange 
because of the failure to observe simple 
rules in regard to export promotion. Mr 
Lapraik rightly observed that when a 
firm exports a shoddy product, the impor¬ 
ters, in course of time, will forget the 
firm but not the country from which it 
has come. Although export promotion 
has been receiving a great deal of impor¬ 
tance in India in the last ten years, there 
is still an imperative need for the govern¬ 
ment and the private sector to give pro¬ 
per attention to various details so as to 
inspire greater confidence in. the importing 
countries about our ability to deliver the 
goods. 

The recent trends in Indo-British trade 


have been encouraging in many respects 
but there are also some disquieting fea¬ 
tures. India’s overall exports to Britain 
in the first ten months of 1975 recorded 
a sharp increase but there was also a dec¬ 
line in many important items. According 
to the statistics compiled by the British 
government, imports from India in the 
first ten months of 1975 amounted to 
£ 200.8 million compared to £ 166.2 
million in the similar period of the pre¬ 
vious year, indicating an increase of nearly 
20 per cent. Britain’s exports to India 
also went up from £ 104.2 million in 
January-October 1974 to £ 137.9 million 
in the same period of 1975. There was 
an increase in the export of tea, leather, 
spices, sugar, jute goods, sports goods 
and certain engineering goods. 

It is particularly noteworthy that we 
were able to obtain better prices for many 
of our products. For example, the aver¬ 
age unit value realisation from tea was 
62.9p per kg in the first ten months of 
1975 compared to 53p per kg in the same 
months of 1974, an increase of 18.7 per 
cent. There was also an increase in the 
unit value realisation of spices from £ 
291 per tonne to £ 375 per tonne, sugar 
from £ 103.7per tonne to £259.9 per ton, 
and jute fabrics from £ 336 per ton 
to £ 393 per ton. But on several other 
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tfentt oo# unit realisation was lower,, as 
in the case of leather, where there was a 
decline from £ 1244 per ton to £ 1139 
per ton. 

Reports from Britain indicate that 
India continues to lose in this important 
market due to inadequate attention to 
quality. A prominent example is of leather 
footwear. Britain imported 30,399 tonnes 
of leather footwear in the first ten months 
of 1975, valued at £ 76.04 million but 
India’s share was only 701 tonnes worth 
£ 0.782 million. The bulk of Britain’s 
imports of this item comes from Italy, 
Prance, Poland, Czcchoslavakia, Hun¬ 
gary and Hong Kong. 

A recent survey by the Commerce 
department of the High Commission 
of India in London has observed 
that “Indian exporters take inordi¬ 
nately long time to submit their 
counter samples, do not maintain the 
quality of finish, including stitching, and 
shape retention, and show little concern 
for competitive pricing”. But suppliers 
from cast Europe arc able to offer foot¬ 
wear made from leather imported from 
our country, at prices which are lower 
by 40 per cent than those of India. It is 
necessary therefore that Indian exporters 
of leather footwear should give close and 
continuous attention not only to quality 
and prices but also to the latest trends in 
fashion. 

As regard our engineering goods, the 
prospects in Britain seem to be quite 
encouraging for a wide range of items 
such as hand tools, diesel engines, ma¬ 
chine tools, tubes and pipes, household 
utensils and ball bearings. But in this 
field also there is need for greater atten¬ 
tion to quality. For example, it is [stated 
that our hand tools can have better de¬ 
mand if they can cater for professional 
uses. Provision of adequate after-sales 
service is another important requisite for 
promoting the export of engineering 
goods. This is particularly essential in 
such items as diesel engines and machine 
tools. Britain has been importing sub¬ 
stantial quantities of these products and it 
should be possible for India to get a bigger 
share. 

In January-October 1975, Britain’s im¬ 
port of diesel engines were valued at £105 


mfllkm but India’s share was only valued 
at £ 0.77 million. The value of machine 
tools imported from India into Britain 
was only £0.27 million out of the total 
imports of £ 96 million in the first ten 
months of 1975. The Engineering Ex¬ 
port Promotion Council and the Asso- 
ciation of Indian Engineering Industry 
should make a careful study of the pat¬ 
tern of Britain’s imports with particular 
reference to the activities of our com¬ 
petitors. As India’s engineering industry 
continues to work with large idle capacity, 
it should be possible to increase the pro¬ 
duction by finding a market in Britain and 
elsewhere. 


1 1ndian exporters also should take ad¬ 
vantage of the Trade Exposition and 
Marketing Seminar which are being orga¬ 
nised by the Import Opportunities Office 
in London in October 1976. Mr Lap- 
raik has explained that the main object 
of the exposition is to assist the develop¬ 
ing countries to market their goods to 
Britain while the seminar will provide 
training to delegates in export marketing 
generally and marketing in Britain in 
particular. As Britain continues to be a 
substantial importer of traditional and 
non-traditional goods, Indian exporters 
should take greater interest and initiative 
in selling to this major market. 


Three cheers for Chirac 


Thb recent visit to this country of the 
French prime minister, Mr Jacques 
Chirac, not only strengthened the exist¬ 
ing economic, technical and political 
bonds between the two countries but also 
paved the way for growing collabora¬ 
tion indifferent fields. A close identity of 
views on various problems assisted sizc- 
ably in finalising the agreements relating 
to economic cooperation which would 
lead to increased exchange of goods and 
services. At a banquet held in his hon¬ 
our, Mr Chirac said: '‘1976 should be the 
year of a new start in our economic, in¬ 
dustrial, cultural and scientific relations”. 

The exports from our country to 
France had almost doubled from Rs 
48.57 crores in 1973-74 to Rs 84.74 cro- 
res in 1974-75, turning an adverse trade 
balance of Rs 21.72 crores into a favour¬ 
able one at Rs 8.58 crores but heavy im¬ 
ports of wheat in 1975 once again tilted 
the balance against our country. Dur¬ 
ing the first 11 months of 1975, the un¬ 
favourable balance had exceeded Rs 100 
crores. Mr Chirac assured the govern¬ 
ment of India that every possible effort 
would be made to increase French 
imports so as to balance the trade. “A 
good trade must always be balanced” 
said Mr Chirac at a press conference in 
the capital. 

Among the commodities which had a 
high possibility of export to France were 


iron ore, steel, coal and aircraft com¬ 
ponents (particularly for Alouettc heli¬ 
copters from the factory set up in this 
country with French collaboration). An 
effort would be made to extend this list 
by mutual consultation in the joint com¬ 
mission which is proposed to be set up 
at the ministerial level for improving 
commercial relations between India and 
France. This commission will meet once 
a year in Paris and New Delhi alternately. 

The trade between India and France— 
and in fact between India and the 
European Economic Community (EEC)— 
would get a shot in the arm if the same 
facilities were extended to our country 
as had been given to the African, Carib¬ 
bean and Pacific countries under the 
Lome Convention. Prof. D.P. Chatto- 
padhyaya, minister for Commerce, stres¬ 
sed this point during the discussions with 
his French counterpart, Mr Raymond 
Barre. 

Prof. Chattopadhyaya explained that 
the opening up of the Suez Canal had 
brought the west coast ports of India 
nearer to French ports and that with 
vast improvement in shipping facilities, 
India was favourably positioned in regard 
to the export of bulky commodities such 
as iron ore. He also expressed the view 
that to give a fillip to trade between the 
two countries, it was necessary to havel 
frequent exchanges of trade delegation^ 
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between India and France so as to identify 
additional areas of commercial coopera¬ 
tion. In particular, there were excellent 
opportunities of setting up joint ventures 
in third countries, for instance in the oil 
exporting countries of western Asia. 

An agreement was signed on Indo- 
French cooperation in power generation 
and transmission by Mr K.C. Pant, union 
minister for Energy and Mr. Raymond 
Barre, minister for Foreign Trade of the 
Republic of France, which envisaged 
•‘collaboration in the planning, automa¬ 
tion and control of super thermal power 
stations”. The Central Electricity Autho¬ 
rity (CEA) and Electricity de France 
(EDF) agreed to join hands in the deve¬ 
lopment of “bulb type” hydro plants, 
and plan and design high voltage trans¬ 
mission systems. A laboratory is also 
proposed to be set up for testing high 
voltage equipment. Indian engineers will 
be trained in various specialised fields, 
and there will be exchange of technical 
information and experts between the 
CEA and the EDF. 

Regarding technical cooperation in 
telecommunications, a memorandum of 
understanding was signed by Mr Raymond 
Barre and Dr Shankar Dayal Sharma, 
union minister for Communications. 
Exchange of technical information and 
experts, techno-economic studies, trials 
and experiments in the fields of digital 
electronic switching systems, long distance 
transmission systems, domestic satellite 
commun ica t ions, elec tro-mechan ical 

crossbar switching systems, new types of 
coaxial cables, telecommunication net¬ 
work management and operating methods 
—these were the major areas which were 
proposed to be covered by the memo¬ 
randum. France had made strident ad¬ 
vance in the case of digital transmission 
telecommunication networks which con¬ 
verted an ordinary telephone speech into 
a digital code for purposes of transmis¬ 
sion. Indian experts were of the view 
that the adoption of this technique would 
offer our country a number of technical 
as well as economic advantages. As a 
matter of fact, the two countries had been 
negotiating an agreement on this subject 
for the last one year. 

A number of projects were being exa¬ 
mined by both the countries for extending 
the area of cooperation. For instance, 


the* was a proposal to set up a joint 
venture in India for 100 per cent export of 
goods to France. Also some discussions 
had taken place for making use of French 
technical know-how for India’s offshore 
oil exploration programme. The two 
countries were exploring the possibility 
of French investments in India for the 
production of civilian aircraft equipment. 
They could join hands in the field of 
nuclear energy also as France was con¬ 
vinced that our country wanted to deve¬ 
lop it for peaceful purposes only. The 
French were also interested in petro¬ 
chemicals, the railways and the steel 
industry. 

As a member of the Aid-lndia Club, 
France had continued to extend economic 
assistance to our country. Three years 
ago, government of India had sought cre¬ 
dit equivalent to 300 million francs 
(about Rs 60 crores) from France and 
since then each year France had continued 
to extend the same level of credit. Even 
for T976, our country had asked for the 
same level of economic assistance io 
finance certain operations. Currently 
discussions on this question were going 
on between the two countries and a deci¬ 
sion in this regard would be taken before 
the end of February 1976. Regarding the 
terms on which these credits were made 
available, there had been no change as 
no modification had been asked for. 
Surely, there could be a softening of 
French credit terms provided the govern¬ 
ment of India took an initiative in this 
regard. The example of the West German 
^government could be a guide in this regard. 


Some tizqe back newspaper in this coun¬ 
try had splashed the news that France had 
decided to set up in Pakistan a unit to 
manufacture Mirage aircraft. It was 
understandable that the government of 
India discussed this question with Mr 
Chirac who is reported to haye assured 
this country that no factories were to be 
set up in Pakistan for manufacturing 
arms or Mirages with French help. This 
was indeed welcome news. However, 
this would not debar France from selling 
defence equipment to Pakistan just as it 
would be willing to consider any Indian 
request for such equipment on a commer¬ 
cial basis. 

At a press conference in the capital, 
Mr Chirac said that many countries 
asked for defence equipment including 
Mirages. Sometimes France agreed to 
sell them sometimes it did not. If the 
government of India asked for arma¬ 
ment, France would study the request 
though ‘‘right now no decision of any 
sort has been taken”. When asked if 
this policy would not bring about instabi¬ 
lity in the Indian subcontinent, the reply 
given by Mr Chirac was both honest and 
frank. He said that if France declined 
to sell armament, the buyers would turn 
to the superpowers. He hazarded the 
view that it was a better policy to buy 
arms from a friendly country than ap¬ 
proach a super power to acquire it. There 
could be difference of opinion on this 
subject but France was very much in the 
armament trade and had no intention of 
giving it up, whether anybody liked it 
or not. 
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The war-time record of railway earnings and 
expenditure is phenomenal Indeed. With the 
outbreak of hostilities there was a sudden up¬ 
surge in railway traffic, but the real phase of 
intensification started in 1941-42 when Japan 
entered the war. And that for two reasons. India 
was converted into a base of operations against 
Japan necessitating railway activity on unprece¬ 
dented scale; and secondly, shipping trans¬ 
port was severely restricted thereby causing 
considerable diversion of traffic to the railway. 
An analysis of various figures during the entire 


war period reveals many important trends. In 
1939-40 the gross earnings were Rs. 102*73 
crores, in 1941-42 they were Rs. 135.17 crores 
whereas the revised estimates of gross a earnings 
for 1944-45 stood at Rs. 214.30 crores. The 
operating expanses in 1939-40 were Rs. 54.77 
crores and the revised estimates of 1944-45 under 
the samo head is Rs. 128.56 crores. Blit the real 
index to financial position is the amount of net 
earnings which after deduction of interest charges 
is available for distribution between the general 
revenue and railway reserve. 
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Capital s Corridors 


Helping recession-hit industries • Development 
of handloom industry • Neyveli lignite • 

Coal mining 


Thb last week’s sanction by the union 
minister for Finance, Mr C. Subramaniam, 
of an additional sum of Rs 28 crores for 
the rolling stock programme of the rail¬ 
ways during the current financial year, 
in the interest of keeping up production 
in the various units supplying coaches, 
wagons and locos is a clear enough indi¬ 
cation of the government’s concern over 
the recessionary tendencies in some in¬ 
dustries. This sum is in addition to Rs 
25 crores provided in July last for the pur¬ 
chase of wagons by the railways. Along 
with the budgetary provision of Rs 123 
crores, the allocations for the rolling 
stock programme of the railways this year 
now aggregate to Rs 176 crores. 

The fresh allocation includes Rs 7.25 
crores for wagon procurement. It is ex¬ 
pected to help railways to increase the 
purchases of wagons this year to nearly 
10,000 units. The remaining sum out of 
the last week’s allocation is to be utilised 
by the railways for securing locomotives 
and coaches. As many as 467 coaches 
arc envisaged to be procured this year. 


surely much more will have to be done if 
the economy is to be impatted buoyancy. 

* * 

Even though the exports of handloom 
cloth and the garments made out of it 
during the eight months to November 
last were just of the order of Rs 46 cro¬ 
res, the target of raising these exports 
from Rs 105 crores during the last finan¬ 
cial year to Rs 111 crores this year is ex¬ 
pected to be accomplished. The deputy 
minister for Commerce, Mr Vishwanatn 
Pratap Singh, told newsmen here last 
week that the above expectation was based 
on two favourable factors: (i) the revival 
in world trade in textiles; and (if) the 
understanding reached recently with the 
United States on quota-free entry of hand¬ 
loom cloth and garments into that coun¬ 
try. He anticipated the uptrend in these 
exports to continue next year also. The 
target for the next year, therefore, has 
been fixed at Rs 129 crores. 

liquidating stocks 


Besides helping the industrial units, 
both in the public and the private sectors, 
which cater for the above requirements 
of the railways directly, the-new sanction 
is expected to keep up production in the 
ancillary units as well as such undertak¬ 
ings as Bharat Heavy Electricals which 
supply traction motors and electrical 
control systems for coaches and locomo¬ 
tives. 


further assistance 

The above perhaps is an indication of 
some further assistance to be provided by 
the government in the next budget for the 
recession-hit industries, especially those 
which primarily cater for governmental 
requirements. It, however, remains to 
be seen whether the ministry of Finance 
will be able to initiate measures at refla¬ 
ting the economy in general. The envi¬ 
saged increase in the next year’s Plan allo¬ 
cations should be of some assistance in 
containing recessionary tendencies, but 


The accumulated stocks, the minister 
disclosed, had been mostly cleared as a 
result of the Rs 4.7 crores loan provided 
to the states of Andhra Pradesh, Karna¬ 
taka, Kerala, Tamil Nadu, and Uttar 
Pradesh, where the accumulation had 
been heavy; a loan of Rs 30 lakhs to the 
All-India Handloom Fabrics Marketing 
Cooperative Society, Bombay; and allow¬ 
ing of a, special rebate of 20 per cent on 
sales up to January 31. The period of 
this rebate has since been extended up to 
the end of the current month. 

Several measures, the minister added, 
had been taken in the recent past with a 
view to accelerating the development of 
the handloom industry, with particular 
emphasis on exports. To effect techno¬ 
logical improvements and introduce new 
designs, three new weavers’ service cen¬ 
tres were added this year at Panipat in 
Haryana, Imphal in Manipur and Bhub- 
neswar in Orissa to the 11 such centres 
already existing at the beginning of the 
.year. Another centre has been sanc¬ 
tioned for Jammu and Kashmir; it is 


likely to'be set up early next year. Four 
more centres are proposed to be establi¬ 
shed next year in other areas where there 
are concentrations of handlooms. The 
two institutes of handloom technology at 
Salem in Tamil Nadu and Varanasi in 
Uttar Pradesh provide training facilities 
to the technical personnel required by the 
handloom industry. 

Following the recommendations of the 
study team headed by Mr B. Sivaraman, 
member, Planning Commission, an ambi¬ 
tious programme has been drawn up to 
revitalise and develop the handloom in¬ 
dustry. The salient features of this pro¬ 
gramme are: 

fl) The cooperative coverage in the 
industry is to be extended from the pre¬ 
sent 30 per cent to 60 per cent by the end 
of the current Plan. 

Intensive development 

(2) Several intensive development pro¬ 
jects and export production centres would 
be established. Thirteen intensive deve¬ 
lopment projects covering 10,000 looms 
in each project and twenty export pro¬ 
duction centres covering 1,000 looms in 
each centre are proposed to be set up dur¬ 
ing the current Plan period. The first 
intensive development project has been 
started in the state of Karnataka. The 
necessary project reports and schemes 
have already been prepared and will be 
sanctioned very shortly. A total outlay 
of Rs 47 crores is envisaged on these 
projects and centres. 

(3) Adequate supply of inputs at rea¬ 
sonable prices is to be ensured. Under 
this programmes the state governments 
are being assisted through the National 
Cooperative Development Corporation, 
for strengthening/promotion of weavers’ 
cooperative spinning mills. To make a 
beginning, a sum of Rs 50 lakhs has been 
released to the corporation for assisting 
the state governments to help uneconomic 
weavers* cooperative spinning mills to 
attain economic size. Further releases 
are also planned. 

(4) The reservation policy for hand- 
looms is being rationalised. The lines 
of production exclusively reserved for 
the handloom sector have already been 
enlarged with the addition of five more 
items, viz., yarn dyed dhotis, low reed 
pick cloth, all-coloured sarees. dusters 
and towels in honey comb weave or 
Erazha Thortu. The existing order of 
reservation has also been brought up-to- 
date. Mills and poweriooms are prohi¬ 
bited from producing any of the items 
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exclusively reserved for handlooms. With 
a view to providing greater protection to 
the handloom sector, it has been stipu¬ 
lated that the powerloom cloth should be 
stamped with the permit number of the 
powerloom owner to enable identifica¬ 
tion of powerloom cloth and pievention 
of such cloth being marketed as handloom 
cloth. Violation of this rule is to be 
treated as a violation of the Essential 
Commodities Act. 

(5) A separate Development Commis¬ 
sioner has been appointed to pay the 
requisite attention to the further develop¬ 
ment of the handloom sector and success¬ 
ful implementation of the programmes 
indicated above. The All-India Hand¬ 
loom Board is being reconstituted shortly. 

(6) It has also been decided to assist 
the state governments in the creation of 
enough processing facilities and to streng¬ 
then the state apex cooperative societies 
and handloom development corporations 
to provide the required infrastructure for 
the supply of raw materials and marke¬ 
ting of handloom products. 

The export-oriented projects propo¬ 


sed to be set up under the above pro¬ 
gramme are expected to cost Rs 8 crores. 
The state governments have been asked 
to finalise their schemes in this connec¬ 
tion. 

In all, nearly Rs 308 crores are proposed 
to be made available for the development 
of the handloom industry during the five 
years to 1980-81. Out of this, Rs 55 cro¬ 
res are proposed to be provided by the 
state governments and Rs 240 crores by 
the various banking institutions. Finan¬ 
cial institutions are expected to play a 
very significant role in the development 
of the handloom industry in the coming 
years. The projects to be assisted by them 
are envisaged to be drawn up as com¬ 
mercial propositions. 


The long-awaited sanctions for the 
expansion of the operations of the Ncy- 
veli Lignite Corporation have be* n an¬ 
nounced. The expansion programme 
will c^st Rs 99,7 crores. 

A sum of Rs 87 crores has been sanc¬ 


tioned to xaise the production of lignite 
from the present level of three million 
tonnes per annum to 6.3 million tonnes 
in two stages—4,5 million tonnes by 
1978-79 and 6.5 million tonnes by 
1980-81. 

Another sum of Rs 12.7 crores has been 
sanctioned for increasing the capacity of 
the fertilizer plant of the corporation. 
As a result, this project is expected to 
attain a capacity to produce 152,000 ton¬ 
nes of urea per annum by 1978-79 through 
switching over to the fuel oil as feedstock 
from lignite. 


The development of the coal mining 
industry can be expected to receive sub¬ 
stantial fillip in the near ftituie through 
application of electronic devices. They 
will also make this industry less hazardous. 
Lt. General K.S. Garcwal, the chairman 
of Coal India Ltd., is understood to have 
already initiated steps in this regard in 
collaboration with the Electronics Com¬ 
mission. A blueprint is being prepared 
for introducing electronic devices in coal 
mining in a phased manner. 
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THE INDIAN SMELTING & REFINING CO. LTD. 


Regd. Office : Bhendup, BOMBAY 400 078 


NON-FERROUS UNIT : 

Lai Bahadur Shastrl Marg 
Bhandup, BOMBAY 400 078 
Cable i 'LUCKY' Bhandup 
Phone: 884381 


IS 


FERROUS UNIT : 

Pokhran Road 
Thana, Maharashtra 
Cable: 'MALLEABLE' Thana 
Phone : 593851 


Telex : ISARC 011-2384 


1. NON-FERROUS UNIT: 

(i) Non-Ferrous Alloys & Castings 

(ii) Copper/Brass/Bronze/Nickel Sliver Sheets, Strips & Colls 

2. FERROUS UNIT: 

Malleable Iron, Spheroidal Graphite Iron and Special Steel Castings. 

Supplied as per ISS, BSS, ASTM Specifications and Party’s specific requirements. 
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Nationalised banks & cooperative credit 


Foubtbbn majob commercial banks were 
nationalised on July 19, 1969 with the 
prime objective of making them instru¬ 
ments of socio-economic change. They 
are meant to serve the priority sectors. 
Agriculture being the top priority sector 
in India, the rede of the commercial banks 
was meant to be extended to the rural 
economy (as against their urban bias). 

Consequently, the commercial banks 
began lending money both directly and 
indirectly to agricultural and allied activi¬ 
ties. The major indirect participation of 
the commercial banka is through the co¬ 
operative primary agricultural credit socie¬ 
ties. It is considered that this type of 
coordination and cooperation between 
commercial banks and cooperatives will 
improve the working conditions of the 
cooperatives in quantitative as well as 
qualitative terms. On the other hand, 
commercial banks are also to be benefited 
by the presence of the rural based organi¬ 
sations (i.e. t the cooperatives) in dealing 
with the farmers about whom commer¬ 
cial banks knew little. 

•nhanend involvemsnt 

By June 1970* the commercial banks 
had adopted about 901 societies covering 
274,000 members from 3,497 villages in 
seven states. Their share was only about 
0.63 per cent of the total active societies, 
0.66 per cent of the total villages served 
and 0.93 per cent of the total members 
covered by the primary credit societies. 
By July 1973 they were able to take up 
about 2,164 societies covering 7,896 
villages and 410,000 members. And 
thus they extended their operations to 
about 1.40 per cent of the active societies; 
1.46 per cent of the villages and 1.22 
per cent of the members covered by the 
primaries. On the whole they had more 

* The data were obtained from the Statistical 
Statements Relating to the Cooperative Move¬ 
ment in India, Part I, Credit Societies, 
Reserve Bank of India, (for various yean). 

t The words ‘general trend’ were used with refe¬ 
rence to the ‘AU-societies group’. 

tt Tho words 'bank-financed societies’ were used 
in the plara of cooperative primary agricul¬ 
tural credit socioties financed by commer¬ 
cial banka. 


than doubled their involvement in the 
course of just four years. 

The main objectives of this study are 
two-fold: 

(1) Comparison of performance of the 
societies financed by the commercial banks 
with the general trend; and 

(2) Comparison of the impact of the 
involvement of the commercial banks in 
cooperative credit between various sta¬ 
tes. 

methodology usod 

This is an all-India level study based 
on samples drawn from two states. And 
this study is entirely based on secon¬ 
dary data. Computations are made in 
respect of two groups of societies separa¬ 
tely, namely (1) all societies and (2) socie¬ 
ties financed by the commercial banks. 
Six indicators are taken into considera¬ 
tion for judging the performance of the 
societies in both the groups. They are 
(1) area and membership coverage, (2) 
financial position, (3) operations, (4) 
managerial aspects, (5) profit and loss 
position and (6) audit classification. 

This type of study at this stage suffers 
from two main defects. They are (1) in¬ 
adequacy of data and (2) delay in data 
publication. 

For reasons administrative, much of 
the data available for the societies in 
general are not available in respect of 
the societies covered by the commercial 
banks. To bring out a few sample de¬ 
fects, (a) there is no information regard¬ 
ing the participation in share capital and 
deposits, agency-wise, (b) there is no 
information regarding loans outstanding 
and overdues, period-wise. 

Nationalised banks have been inexis¬ 
tence for six years only. Therefore, it 
might be too early to pronounce any¬ 
thing decisively in this matter. Added to 
this, the data publication is delayed by 
two years i.e. the latest report (circulated 
copy) is two years old. 

There is no appreciable difference, ex¬ 
cept in the case of Karnataka between 
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the general trendf and the trend of the 
bank-financed societiestt, in respect of 
the per society villages covered (see Table 
I). Madhya Pradesh accounts for a large 
number of villages per society in both 
the cases. Haryana is almost ideally 
developed. It represents more or less 
‘one village, one society* model. 

There are great deviations in respect of 
the per society membership in states like 
Andhra Pradesh and Uttar Pradesh. For 
example, in Andhra Pradesh the general 
position is only 125 members per society 
while in the case of the bank financed 
societies it is as high as 841 members for 
the year 1969-70. 

Ia respect of the number of borrowing 
members, it appears that the bank finan¬ 
ced societies have large figures on the 
rolls. Per society borrowers strength is 
high in the case of the bank-financed over 
the all-socities position except in the state 
of Karnataka. Speaking in terms of the 
ratio of borrowers to the total members, 
Haryana ranks first followed by Andhra 
Pradesh. Karnataka presents a poor 
show in this aspect, especially in the bank 
financed societies group where it had 
only about 27.1 per cent borrowing mem- 
ben as against 76.6 per cent borrowing 
members in Haryana for the year 1970-71. 

some differences 

.’’As presented in Table U (A/B), there 
are some differences between the general 4 
trend and the trend shown by the bank- 
financed societies in resect of the per 
society working capital. In the case of 
the bank financed societies Haryana 
showed the highest overall per society 
working capital followed by Madhya 
Pradesh whereas ia the case of the 
general trend Madhya Pradesh presented 
the highest trend. Similarly, the bank 
financed societies havehigher amounts 
of per society share capital in all states. 

In regard to the deposit mobilisation, 
it appears that Madhya Pradesh has the 
highest per society deposits in general case 
whereas Andhra Pradesh stands first in 
the case of the bank-financed societies. 
As observed from the same table, the 
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highest ever achieved per society deposit 
level was 6,100 in Andha Pradesh for the 
year 1969-70. Comparing the share of 
deposits in the working capital, once 
again Andhra Pradesh topped the list. It 
was as high as 24 per cent in 1969-70 
in regard to the bank financed societies 
and 7.3 per cent in respect of the general 
level for the same period. 

But it appears from the same table that 
the part of share capital is much higher 
than that of the deposits in the working 
capital of the societies in both the groups. 
In this respect Uttar Pradesh stands first 
in both the groups by drawing a higher 
percentage of its working capital through 
shares subscribed. 

In terms of per society reserves Karna¬ 


taka has larger amounts in both the groups 
whereas in terms of reserves shown as a 
ratio of the working capital, Andhra 
Pradesh has higher percentage of reseives 
backing the working capital in the bank- 
financed group. 

heavy dependence 

It is also revealed that there is a havy 
dependence on borrowings in almost 
all societies. This dependence is very 
high in the case of all societies group 
compared to the societies financed by the 
commercial banks. Interestingly enough 
the per society borrowings which were as 
high as 80,500 in 1969-70 were reduced 
just to 8,200 in Haryana, in the bank 
financed group by 1972-73. In all 
societies group Madhya Pradesh showed 

Table I 


higher tranks of dependence on borrow* 

It la evident from Table HI (A/ft) 
the per society advances are higher in 
respect of the. bank-financed societies 
compared to. the. general trend and 
Haryana stands first inthfe aspect in the 
former group. Though marked diffe¬ 
rences are not found regarding recovery 
position between these two groups, the 
bank-financed societies have higher 
amounts of per society recoveries, es¬ 
pecially in Haryana. 

Regarding the per society loans out¬ 
standing, if appears that the bank finan¬ 
ced societies carried higher amounts com¬ 
pared to the general trend (Madhya 
Pradesh is the only exception in this re¬ 
gard). Similarly, excluding the societies 


Area and Membership Coverage 


Primary credit societies financed by the commercial banks All societies 


State/year 

No. of 
societies 

Per 

society 

villages 

Per 

society 

members 

Per 

society 

borrowers 

' % of ' 
borrowers 
to 

members 

No. of 
societies 

. 

Per 

society 

villages 

Per 

society 

members 

Per % of 

society borrowers 
borrowers to 

members 

Andhra Pradesh 

1969-70 

170 

1.47 

841 

447 

53.1 

14916 

1.69 

125 

60 

47.5 

1970-71 

422 

2.13 

107 

69 

64.4 

— 

— 

— 

— . 

-- 

1971-72 

674 

1.23 

83 

48 

57.1 


-, 

-- 


-- 

1972-73 

531 

1.60 

121 

73 

60.9 

14950 

1.76 

153 

67 

44.0 

Haryana 

1969-70 

233 

1.08 

129 

77 

60.0 

6178 

1.07 

96 

52 

55.0 

1970-71 

235 

1.09 

128 

98 

76.6 

—V 

— 

— 

— 


1971-72 

267 

1.09 

146 

97 

66.7 

—* 


— 

— - 

— 

1972-73 

285 

1.12 

144 

102 

70.7 

6246 

1.06 

116 

66 

57.3 

Karnataka 

1969-70 

188 

4.58 

218 

58 

26.8 

8722 

2.86 

232 

113 

48.4 

1970-71 

449 

4.78 

189 

51 

27.1 

■-« 


— 

— 

— 

1971-72 

542 

5.26 

247 

111 

44.8 ‘ 

— 

— 

— 

-■ 

-. 

1972<£73 

845 

4.26 

217 

73 

33.9 

8290 

2.95 

347 

87 

35.2 

Madhya Pradesh 

1969-70 

289 

7.27 

180 

56 

55.8 

9986 

7.45 

177 

67 

37.6 

1970-71 

305 

6.79 

177 

98 

55.6 

— 

— 

— 

— 

— 

1971-72 

305 

6.79 

177 

98 

55.6 

— 

— 

— 


-, 

1972-73 

309 

7.06 

184 

100 

54.4 

9873 

7.53 

223 

90 

40.4 

Uttar Pradesh 

1969-70 

18 

1.00 

111 

56 

50.0 

26572 

4.24 

201 

71 

35.6 

1970-71 

67 

6.30 

403 

194 

48.2 


—. 


-. 

— 

1971-72 

147 

3.70 

272 

75 

27.5 

— 

— 

— 


— 

1972-73 

170 

3.34 

329 

112 

33.9 

23524 

4.79 

260 

98 

37.8 
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Table II (A) 


Fluodd Position of Primary Credit Societies Financed by the Commercial Banks 


State/Year 

• 



Per society (Rs ’000) 




Percentage of 


Working 

capital 

Share Reserves Deposits Borrowings 
capital 

(3) in (2) 

(4) in(2) 

(5) in (2) 

(6) in (2) 

_ _ ___.-.-. 

(I) 


(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

(8) 

(9) 

(10) 

Andhra Pradesh 



• 








1969-70 


25.4 

5.0 

1.0 

6.1 

11.7 

19.7 

4.1 

24.0 

45.8 

1970-71 


62,1 

7.1 

2.9 

4.7 

26.6 

11.6 

4.7 

7.6 

43.0 

1971*72 


35.2 

6.6 

2.6 

3.1 

26.4 

18.8 

7.4 

8.9 

25.0 

1972-73 


64 4 

9.5 

3.2 

3.8 

48.0 

14.7 

4.9 

5.9 

74.5 

Harydna 











1969-70 


60.8 

10 9 

0.5 

2.1 

80.5 

18.0 

0 7 

3,4 

132.5 

1970-71 


79.8 

27.3 

1.8 

2.2 

51.0 

34.2 

2.3 

2.4 

63.9 

1971-72 


93.9 

19.6 

2.2 

2.2 

77.0 

21.0 

2.4 

2.4 

82.0 

1972-73 


94 5 

21.2 

2 1 

2.2 

8.2 

22,4 

2.3 

2.3 

8.6 

Karnataka 











1969-70 


59.1 

8.9 

11.6 

0 9 

27 7 

15.0 

2.0 

1.6 

46.9 

1970-71 


56.3 

13.3 

2.4 

1.0 

36 9 

23.7 

4.3 

1.8 

64.1 

1971-72 


76.9 

13.8 

3.1 

0.8 

46.5 

17.9 

4.1 

1.1 

60.5 

1972-73 


72.2 

14.3 

2.6 

0.7 

42 2 

19.8 

3.5 

1.0 

58.4 j 

Madhva Pradesh 








‘ 



1969-70 


70.2 

9.1 

3.3 

2 9 

50.8 

12 9 

4.7 

4.1 

72.3 j 

1970-71 


77.0 

10.6 

3.3 

3.1 

31.7 

13.8 

4.3 

4.0 

41.1 

1971-72 


88.2 

17.9 

3.5 

3.8 

42.7 

20.2 

4.0 

4.3 

48.4 ! 

1972-73 


97.7 

20.2 

3.9 

4.8 

40.5 

20.7 

4.1 

4.9 

41.9 i 

Uttar Pradesh 











1969-70 


16 9 

3 3 

O 5 

0.2 

27.4 

19.3 

3.0 

1.3 

162.0 j 

1970-71 


64.2 

17.8 

2 6 

2.3 

31.4 

27.8 

4. 1 

3.6 

48.9 

1971-72 


37,3 

8.7 

1.9 

1.0 

18.6 

23 4 

5.1 

2.7 

49.9 

1972-73 

, , , . i 


48 6 

15.3 

2.2 

5.3 

18.4 

31.5 

4.6 

10.8 

37.8 





Table 11(B) 








• 

Financial Position 

of All Societies 








Per society (Rs '000) 



Percentage of 


St ate/Year 


-. — 

-- — 

— ---— - 


- -- 

-- _. 

— . 

--— . 

. . . . . 



Working 

Share 

Reserves Deposits 

Borrowings 

(3) in(2) 

(4) in(2) 

(5) in (2) 

(6) in (2) 



capital 

capital. 








0) 


(2) 

(3) 

(4) 

(5) 

(6) 

V) 

(8) 

(9) 

(H» 

Andhra Pradesh 



* 








1969-70 


31 1 

5.8 

2 2 

2 3 

20 8 

18 8 

7.0 

7.3 

66.9 

1972-73 


50 4 

7.5 

3 0 

2 8 

27.7 

15 0 

6 0 

5.6 

55 2 

HaryOna 











1969-70 


34.0 

5.5 

0.4 

1.2 

26.9 

16 0 

1.0 

3.7 

79.3 

1972-73 


54.0 

10.0 

0.6 

1.4 

36 7 

8.6 

1.0 

2 5 

68.2 

Karnataka 











1969-70 


68.4 

14.1 

5.4 

3.6 

45.2 

20,7 

7.9 

5.3 

66.1 

1972-73 


120.1 

20.6 

8.0 

4.7 

70.9 

17.2 

6 6 

3.9 

59.0 

Madhya Pradesh 











1969-70 


91.0 

13.8 

5.2 

3.7 

68.2 

15.1 

5.7 

4.1 

75.0 

1972-73 


146.0 

21.7 

7.6 

5.3 

94.8 

14.9 

5 2 

3.6 

* 65.1 

Uttar Pradesh 











1969-70 


37.1 

7.9 

2.1 

1.8 

25.4 

21.2 

5.6 

4.8 

68.4 

1972-73 


70.0 

12.3 

2.7 

2.2 

41.7 

17.7 

3.9 

3.2 

59.9 
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Table 111(A) * » 

Operatioac of Primary Credit Societies Financed by the Commercial Banka 




Per society (Rs '000) 


Overdues as 

Recoveries as 

Statc/Ycar 





% to loans 

%to 






Advances 

Recoveries 

Loan 

Overdues 

outstanding 

advances 




outstanding 


« > 

Andhra Pradesh 







1969-70 

27.0 

9.4 

17.6 

» 5.8 

32.7 

34.7 

1970-71 

42.8 

17.4 

32.5 

• 28.7 

88.4 

40.7 

1971-72 

32.8 

21.2 

31.8 

22.5 

70.6 

64.6 

1972-73 

47.7 

41.7 

58.5 

37.9 

64.8 

87.5 

Haryana 







1969-70 

48.2 

41.7 

51.2 

ii.t 

21.6 

86.5 

1970-71 

49.1 

44.3 

55.7 

6.7 

12.0 

90.1 

1971-72 

70.4 

50.2 

59.3 

26.0 

33.1 

71.2 

1972-73 

77.3 

67.1 

77,8 

8.1 

10.5 

86.8 

Karnataka 







1969-70 

27.1 

8.3 

37.3 

12.6 

33.8 

30.5 

1970-71 

35.1 

17.6 

38.0 

11.2 

29.5 

50.2 

1971-72 

49.9 

26.2 

47.5 

12.3 

25.9 

52.6 

1972-73 

46.0 

38.0 

62.4 

20.8 

33.3 

82.6 

Madhya Pradesh 

• 






1969-70 

24.5 

22.0 

54.5 

31.6 

57.9 

89.6 

1970-71 

29.9 

20.9 

61.6 

33.5 

54.4 

70.1 

1971-72 

31.4 

27.0 

65.9 

35.5 

53.9 

86.1 

1972-73 

22.5 

15.8 

69.9 

38.8 

55.5 

70.2 

Uttar Pradesh 







1969-70 

13.9 

11.2 

14.1 

3.9 

27.6 

70.4 

1970-71 

31.4 

31.3 

48.4 

31.3 

64.6 

99.6 

.1971-72 

20.6 

16.6 

31.3 

15.2 

48.8 

80.5 

1972-73 

26.2 

16.1 

37.2 

32.0 

86.2 

61.4 




Table III (B) 






Operations of all Societies 

* 





Per society (Rs ’000) 


Overdues as 

RecDveries as 

Slate/Year 





% to loans 

% to 

Advances 

Recoveries 

Loans 

Overdues 


outstanding 

advances 




outstanding 



Andhra Pradesh 







1969-70 

17.8 

14.9 

23.6 

10.1 

42.8 

83.9 

1972-73 

21.1 

17.5 

32 5 

18.2 

56.1 

82.6 

Haryana 







i969-70 

24.3 

19.8 

27.9 

9.3 

33.4 

81.4 

1972-73 

42.0 

35.8 

39.7 

18.6 

47.0 

85.0 

Karnataka 







1969-70 

35.4 

32.2 

50.3 

23.6 

46.9 

90.8 

1972-73 

56.7 

46.4 

80.5 

37.2 

46.2 

82.3 

Madhya Pradesh 







1969-70 

46.6 

36.2 

73.4 

29.0 

39.5 

77.7 

1972-73 

60.9 

54.3 

102 6 

48.4 

47.2 

84.3 

Uttar Pradesh 







1969-70 

23.4 

19.3 

30.3 

10.4 

34.4 

82.9 

1972-73 

30.4 

22.8 

46.3 

22.7 

49.0 

75.0 
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in Haryana and Karnataka, per #oefety 
ovafdtt*<fep^»a to higher in bank finan¬ 
ced grew* Spe&kkig in terms of ovcr- 
ducs as a percentage to the loans out- 
stattduig; again excluding Haryana and 
Karnataka; the bank-financed societies 
group presetted higher ratios compared 
to the all-societies group. 


by Uttar Pradesh showed * larger number 
or societies run by the honorary secreta¬ 
ries.. 


It is derived from Table IV that the 
bank-financed group has a larger percent¬ 
age of societies managed by the paid 
secretaries compared to the all-societies 
group. Madhya Pradesh followed by 
Karnataka has a higher percentage of 
societies managed by the paid secretaries. 
Contrastingly* Andhra Pradesh followed 


profitable societies 

As presented in Table V, the bank- 
financed societies group* except in Uttar 
Pradesh, has a large percentage of socie¬ 
ties enjoying profits compared to its 
counterpart. In general* Madhya Pra¬ 
desh has a large number of societies en¬ 
joying profits. Contrastingly, Karna¬ 
taka has a large percentage of societies 
incurring losses. Further, the bank-finan¬ 
ced societies have higher amounts of per 


society profits and lower amounts of per 
society losses compared to the general 
trend. 

As presented in Table VI both the 
groups of societies failed to bring a con¬ 
siderable percentage of societies into *A* 
category of audit classification. Karna¬ 
taka has a large percentage of societies 
under ‘B' category in both the groups 
while Madhya Pradesh has a large per¬ 
centage of societies under ‘C* category in 
both the groups. 

On the whole, the bank-financed group 
has more concentration of societies in 
‘B’ and ‘C* categories compared to the 


Table IV 

Managerial Aspects of Primary Credit Societies 


State/Year 

Primary credit societies financed by the 
commercial banks 

All societies 


% of societies having 

% of societies having 



Full time paid Part time paid Honorary 

secretaries secretaries secretaries 

JF!ull time paid Part time paid 

secretaries secretaries 

Honorary 

secretaries 


Andhra Pradesh 


1969-70 

9.4 

0.6 

90.0 

3.2 

4.9 

91.9 

1970-71 

39.4 

37.3 

23.3 

— 

— 

— 

1971-72 

18-7 

19.6 

64.7 

— 

— 

—. 

1972-73 

36.7 

24.5 

39.1 

5.6 

12.8 

81.6 

Haryana 

1969-70 

44.2 

55.8 

Nil 

13.1 

67.5 

19.4 

1970-71 

71.5 

28.5 

Nil 

— 

— 

— 

1971-72 

66.7 

33.3 

Nil 

— 



1972-73 

63.6 

34.3 

Nil 

17.8 

74.3 

7.9 

Karnataka 

1969-70 

72.3 

i.i 

26.6 

54.4 

10.5 

35.1 

1970-71 

78.6 

5.1 

16.3 

— 

— 

— 

1971-72 

88.0 

4.8 

7.2 

— 

— 

-- 

1972-73 

81.5 

3.4. 

15.1 

70.3 

8.4 

21.3 

Madhya Pradesh 

1969-70 

88.2 

8.6 

5.2 

80.3 

19.0 

0.1 

1970-71 

91.8 

8.2 

Nil 

— 

—. 

— 

1971-72 

87.9 

12.1 

Nil 

— 

—. 

— 

1972-73 

89.3 

10.7 

Nil 

82.0 

17.8 

0.2 

Uttar Pradesh . 

1969-70 

5.6 

11.2 

83.2 

10.9 

58.3 

30.8 

1970-71 

47.8 

26.9 

25.3 

— 

—• 

r—• 

1971-72 

8.2 

40.8 

51.0 

— 

— 

— 

1972-73 

30.6 

19.4 

50.0 

17.7 

27.7 

54.6 
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Ask and you shad receive 



in the Land off Promise. 


GIIC has responded 
so swiftly and 
dynamically to the needs 
of industry and 
entrepreneurs, that on an 
average, one industry 
was established every 
working day! 


The fear that haunts every eager 
entrepreneur is: How long will 
the formalities take ? Will I get 
entangled in a web of red tape ? 
When you come to Gujarat, , 
there's no such problem. The ' 
3 Gujarat Corporations GIDC, 
GIIC.GSFC are the most 
dynamic team of Corporations 
anywhere, working in 
complete coordination and 
Jrarmony ^ 

CIIC, specifically, can help you 
fill an investment gap. 

If the promoter’s equity or base 
term loan of Rs. 15 lakhs for ■ 
proprietary/partnership 
companies, or Rs. 30 lakhs for 
limited companies provided 
by GSFC. does not reach the 
required heights, GIIC provides 
ti.j necessary fillip. 

How ? Either by underwriting 
or directly subscribing to capital 
Issues. Guaranteeing loans or 
advances from financial institu¬ 
tions and banks. Providing 


longterm loans. Guaranteeing 
deferred payment of machinery 
egainst a nominal 1% guarantee 
charge. Or participating with 
financial institutions like I OBI, 
IFCl and ICICI to mobilise fundi 
to meat your needs. 



Interested ? Then don't waste a 
second... 


Come to Gujarat, 
the Land of Promise 
...and Performance! 


For further details on how we 
can help you. mail the coupon 
to: 


Gujarat Induetrial Inves tm e n t 
Corporation Ltd. 

Natraj Chambers, Ashram Road, 
Ahmedabad 380009. 


• Placae tend me an Information Form • 
| Mama----.—-* 


! 


Nituri 'flf Mudry^rop^Exiiting j 
_ Ihave soen'your advertisement in 
{ (Ntin* of PvMteMionj' *‘*(D#te) 

5 ahiipit iciyiSA* . ___ 

liaueoaMiaMOoaao^nooooai 


iretMustrlftl 


GIDC 


6,,c SSSl&ss«j- 


nOCP Oujsret State Financial Corporation 

GSFC - 

GSIC 8JSSSM# 



**The wheels that gear 
induetrial growth in Gujarat** 
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all-socletiesgroup, It appears from the 
sapts table that Andhra Pradesh has a 
large number of societies drawn from 
category ’D" to category ‘C’ in the bank 
financed group. 

The overall influence of commercial 
binks is observed in the large percentage 
of societies getting profits in almost all 
the states and also the larger amounts 
of per society profits. It is mainly through 
this factor tnat the commercial banks have 
succeeded in bringing many of the credit 
societies upward in the audit classifica¬ 
tion ladder. This impact is distinctly 
seen In Haryana and Andhra Pradesh 
where a large number of societies are 


shifted from *0’ to *B’ class in the fbrmer 
and ‘D’ to r C’ class in the latter. 

It is, further, inferred from the above 
study that the impact of the link between 
the credit cooperatives and the commer¬ 
cial banks is most uneven between states 
and between years. Though they brought 
quantitative changes, as in the case of 
working capital, and loans advanced in 
almost all the states, they failed to bring 
about qualitative changes in many of the 
states, understudy. 

The only state that is being influenced 
in almost all aspects is Haryana with 
Karnataka as the distant follower. And 
it is a well-known fact that Haryana 
could develop even otherwise. In other 


states the impact is only partial. For 
example in Andhra Pradesh, commer¬ 
cial banks influenced the cooperatives in 
regard to deposit mobilisation. And 
in Madhya Pradesh, the commercial 
banks influenced the managerial aspects 
in the cooperatives (about 90 per cent of 
the societies are run by the paid secreta¬ 
ries). 


It is further proved that the commer¬ 
cial banks failed in bringing about many 
qualitative changes in credit coopera¬ 
tives. In particular, they have not suc¬ 
ceeded in reducing the ever-increasing 
figures in the ‘loans outstanding’ ana 
‘overdues* portfolios. Quite opposite to 
the general assumptions, it is observed 


Table V 

Profit and Loss Position of Primary Credit Societies 


Primary credit societies financed by the 

commercial banks All societies 



% of societies 

Per Society 

% 

of Societies 


Per society 

Statc/Year 

Getting 

profits 

Incurring 

losses 

Without Profit 
profit (Rs ’000) 
and loss 

Loss 
(Rs ’000) 

Getting 

profits 

Incurring 

losses 

Without 
profit 
and loss 

Profit 
(Rs ’000) 

I.OSS 

(Rs ’000) 

Andhra Pradesh 
1969-70 

61.2 

34.1 

4.7 

0.7 

1.0 

57.7 

34.9 

7.4 

0.9 

1.4 

1970-71 

58 5 

31.3 

10.2 

4.6 

1.3 

— 


-- 

— 

—* 

1971-72 

51.2 

35.3 

13.5 

2.6 

1.9 

— 


— 


-- 

1972-73 

57.8 

31.6 

10.5 

4.4 

2.1 

57.7 

38.5 

3.8 

2.5 

2.7 

Haryana 

1969-70 

75 5 

24.5 

— 

1.2 

1.6 

64.4 

31.5 

4.1 

0.8 

2.1 

1970-71 

74 0 

26.0 

-- 

2 2 

1.4 

— 

— 

-- 

— 

— 

1971-72 

78,3 

21.7 

-, 

2 7 

2.6 

— « 


..... 


— 

1972-73 

82.1 

16.8 

1.1 

2.2 

1.7 

65.0 

32,7 

2 3 

1.5 

0.4 

Karnataka 

1969-70 

55.3 

40.4 

4.3 

1.3 

1.1 

81.5 

35.2 

13.3 

2.7 

1.5 

1970-71 

51 0 

40.3 

7.8 

1.9 

1.4 

— 


— 


— 

1971-72 

60.0 

36.7 

3.3 * 

1.7 

1.3 

-- 


— 


— 

1972-73 

46.3 

41.7 

12.0 

2.2 

2 0 

49.2 

41.0 

9.8 

3.6 

2.6 

Madhya Pradesh 

1969-70 

88.6 

10.7 

— 

2.1 

2.4 

83.7 

14.4 

1.9 

2.5 

2.6 

1970-71 

84.9 

15.1 

— 

2.6 

1.9 

-* 

— 

—- 

— 


1971-72 

87.6 

12.1 

-. 

4.1 

1.3 

-. 

— 

— 

— 

— 

1972-73 

90.2 

9.7 

— 

3.4 

1.9 

82.7 

16.4 

0.9 

3.7 

4.0 

Uttar Pradesh 

1969-70 

88.9 

11.1 

— 

1.5 

— 

82.0 

8.0 

10.0 

0.9 

0.3 

1970-71 

76.1 

9.0 

14.9 

1.8 

— 

— 

— 

— 

— 

“ 

1971-72 

65.3 

8.8 

25.9 

2.3 

1.1 

— 

— 

— 

— 

— 

1972-73 

51.2 

4.1 

44.7 

8.5 

0.1 

79.0 

8.0 

13.0 

1.1 

0.5 
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that overdues position is much higher 
in the bank-financed societies compared 
to the general trend. 

[t is too early to pronounce any policy 
oriented suggestions. There is much 
room for cooperation between com¬ 
mercial banks and credit cooperatives. 
At this juncture this link is to be further 
strengthened because of the following 
reasons: 

(l) The cooperatives in the agricul¬ 
tural sector are able to get more funds 
from the commercial banks whieh is not 
otherwise possible; 

(<2) Since commercial banks have 
invested their money through the co¬ 


operatives, it becomes their responsibi¬ 
lity to tone up the administration of the 
latter, failing which the business of the 
commercial banks itself will be at stake; 
and 

. (3) ‘Serving the common man’ and 
‘genuine need’ arc the slogans of the day. 
In India, at least for some decades to 
come, the farmer will be the common 
man and farming will be the genuine need. 
Therefore, no Institution, much less, the 
commercial banks, should be kept out¬ 
side the premises of the Indian farmer. 

Finally, since the failures observed in 
respect of the bank-financed societies arc 
the common failures of the cooperative 
movement, remedial steps have to be 


Table VI 

Audit Classification 


taken prcnptly ard implemented vigo¬ 
rously fti; there can te no alternative to 
the link between cooperatives and 
commercial banks. In this jtgard com¬ 
mercial banks may take steps In the 
following directions: 

(1) Let the loans be giantcd on expec¬ 
ted yield as security in place of [and; 

(2) Let the loans be granted based on 
the viability of the farming operations 
rather than on the borrowing power of 
the farmer; 

(3) Let there be effective supervision 
over every loan granted; and 

(4) Let some of the expert officials be 
deputed to the cooperatives to tone up 
their administration. 


Primary credit societies financed by the 

commercial banks AH societies* 

State/Year ------ —-——— ---— ... ,___ , 

% of societies classified as % of societies % of societies classified as % of societies 



A 

B 

c 

D 

K Audited 
not 

classified 

Not 

audited 

A 

B 

C 

D E 

Audited 

not 

classified 

Not 

audited 

Andhra Pradesh 

1969-70 

0.6 


72 4 

4.1 

22 9 


0.5 

2,9 

52.3 

17 0 — 

21.9 

23.0 

1970-71 

— 

3 6 

73.9 

2.8 

8.7 

16 0 

_ _ 

._, 

_ _ 

_ , _ 



1971-72 

— 

1.2 

73.3 

6.2 

— 7 6 

11.7 

. 

_, 

_, 

... -, . - . - 

__ 


1972-73 

— 

2.1 

73.1 

1.5 

2 6 5.3 

15.4 

0.2 

2.8 

52.0 

18.5 — 

17.9 

32.1 


Haryana 


1969-70 

2 1 

16 3 

81.6 

— 


..... 

-, 

1.1 

9.8 

80.0 

0.4 

... . 

8.7 

_ 

1970-71 

1.7 

20.4 

77.9 





__ 

__ 

__ 




_ 

1971-72 


31.1 

68 9 


— 

.—„ 


— 

_, 


_ , 

__ 

_ 


1972-73 

1.1 

14.0 

84.9 

— 

— 

— 

— 

0.7 

7.2 

89.9 

0.4 

3.2 

— 


Karnataka 

1969-70 

1.1 

42 0 

46.3 

. .. 



10.6 

5.1 

26.4 

51.5 

12.7 

0.2 

1.0 

9.7 

1970-71 

2.7 

42 5 

45.9 

—■ 

—. 

—, 

8.9 

—, 

__ 

__ 

__ 




1971-72 

2.0 

38.3 

48.4 

— 

— 

1.8 

9.4 


__ 

_. 

_ . 

__ 

. ^ 

_ 

1972-73 

0.5 

33.0 

38.5 


— 

0.4 

25.6 

4.5 

28.9 

56.2 

8.7 

— 

0.7 

1.3 

Madhyd Prude di 

1969-70 

- - 

1.7 

97.9 



. , 

0.4 

0.6 

4.1 

8.5 

5.0 


1.8 

1.3 

1970-71 

— 

0.6 

94.4 

0.3 

— 

1.6 

3.1 

—, 

—. 

— 

_, 

, 


1971-72 


1.0 

95.1 

1.3 

—. 

2.6 


— „ 

—. 

.... 

_ 

__ 

_ 


1972-73 


0 6 

98.4 

1.0 

— 

— 

— 

0.3 

3.7 

88.6 

4.2 


0.8 

2.9 

Uttar Pradesh 

1969-70 

— 

— 

100.0 

—- 



._. 

_ 

0.9 

80.0 

13.6 



4.6 

1970-71 


1.5 

28.5 

—- 

—. 

-. 

... 





__ 

___ 


1971-72 

— 


95.9 

2.0 

—. 

— 

2.0 

— 

__ 

. . 

- - , 

. , 



1972-73 

— 

— 

83.5 

— 


-- 

16.5 

— 

0.5 

85.7 

8.8 

— 

0.2 

To 


•■’The data include audit classification for grain banks also. 

276 


FB0RVA&Y 13, 1976 


EASTERN ECONOMIST 





POINT OF VIEW 


Industrial growth in Western U.C. Gupta 

Trans-Yamuna UP 


Thb Bundilkhand plain, often termed as 
the Trans-Yamuna plain, is a distinct geo¬ 
graphical region. While dividing the 
state of Uttar Pradesh into physical enti¬ 
ties, Dr R.N. Dube and Prof. B.S. Negi 
have regarded the Western Trans-Yamuna 
Tract a complete physiographic unit it¬ 
self of this state. The present study is 
confined to only four districts of Uttar 
Pradesh viz. Jhansi, Jalaun, Hamirpur 
and Banda, which were formerly known 
as British Bundelkhand. The area ex¬ 
tends over 29464 km. from 24 0 1T to 
26°27* latitudes and 78°10’ to 8l°34’ 
longitudes and had a total population of 
4.28 million in 1971. 

Although the tract is rich in raw mate¬ 
rials, it is backward in industrial deve¬ 
lopment, due to paucity of the means of 
transport and communication, enterprise, 
technical assistance and skilled labour. 
Except for a few large and medium-scale 
units e.g. the Baidaya Nath Ayurvedic 
Industry, Indian Hume Pipe Company and 
spirit making industries—the others are 
small-scale ones based on local resources. 
The latter are the food industry, textile 
industry, leather industry, metal works, 
forest industry, stone works, etc. The 
tract has better prospects for flour mills, 
dal mills and oil mills, card-board and 
paper works, timber and wood cutting, 
lac industry, Kattha and biri making in¬ 
dustries. Paint and varnish, glass work, 
insectidices and pesticides have also 
good scope for development. 

well-known role 

The role of the industrial sector is well 
known as the backbone of the regional 
economy. Lack of enterprise, paucity of 
technical knowledge, and deficient trans¬ 
port and market facilities have stood in 
the way of the industrial growth in the 
Western Trans-Yamuna Tract for the 
last several centuries. 

The foundation of industrialisation was 
laid during the Chandela period when 
several masonary sugar crushers were 
installed in the A Mar’ and ‘Kabar’ soil 
areas of the tract. 1 In the olden days 
the region wa4 an important centre of 
the ‘AT dyeing and printing industry, 8 
patronised by the local rulers for the pro¬ 
duction of the artistic ‘dhotis’, ‘chunaries’ 
and printed ‘turbans’. It is reported in 
the history of the Jhansi city, under the 
Bundela chiefs that a large industry exls- 

tAvcnw BooHomvr 


ted for smelting iron ore. In 1874 there 
were S3 furnaces at work.* Since the time 
of Raja Sabha Singh Bundela 4 diamond 
cutting and polishing was also an impor¬ 
tant avocation. Stone quarrying, cutting 
and polishing were prominent occupa¬ 
tions and they are still in vogue at several 
places. Mainly it was agates, jaspars, 
moss stones, water stones, onyxes, ame¬ 
thysts and soap stones, found in the beds 
of the Ken river, 5 that were cut and poli¬ 
shed. 

long tradition 

It is evident that the art industry in the 
tract has hadjlong traditional background, 
although during the British period it 
dwindled considerably. That was so 
because with the introduction of the rail¬ 
ways (1883-89) foreign manufactured 
goods flooded the market, eclipsing the 
rural crafts. Not only were a large num¬ 
ber of weavers and artisans thrown out 
of employment, but many small units 
closed down. The first and second 
World Wars, however, created a scarcity 
of goods and thereby gave new impetus to 
the local industries of the tract, parti¬ 
cularly the village and cottage ones. 

On the whole, the Western Trans- 
Yumuna Tract is industrially backward, 
although it is rich in raw materials and 
has considerable surplus agricultural pro¬ 
duce. But when wc compare the num¬ 
ber of people engaged in industries in 
1971 with that in 1961, we can infer that 
a favourable change has set in the outlook 
of the people. The spread of education 
has made technical knowledge and skills 
available, but even at present only 6.38 
per cent of the regional population is 
engaged in industries. Out of which 6.07 
per cent in household industries and only 
0.31 per cent in manufacturing works. 

In the tract a large scale unit of manu¬ 
facturing Ayurvedic medicines, the Baidya 
Nath Ayurvedic Industry, is in Jhansi, 
while a number of other units of small 
scale, based on the local resources occur 
in the tract. The majority of them being 
still in the domestic avocational stage, as 
the production is carried out by the arti¬ 
san families as a side business to agri¬ 
culture. The tools used are old fashioned, 
and the raw materials are obtained locally 
from agriculture, animals, forest and 
mines. Nevertheless, a great deal of the 
raw materials is exported to other in¬ 


dustrial centres, due to the low standard 
of living and the lack of industrial vision, 
while the sophisticated requirements of 
the townsfolk necessitate the import in 
large quantities of manufactured goods 
from ctttsfde the tract. 

In 1956, the UP government conducted 
an industrial survey of the tract with a 
view to planning and developing the local 
industries in the region. Unfortunately 
it was neither implemented nor followed 
in any further. The tract has suffered 
even after Independence, a culpable 
neglect on the part of the government, 
as no worthwhile industrial progress has 
been initiated yet in spite of the fact that 
a large sector of the population is enga¬ 
ged in primary activities,. 

The total number of the registered units 
(924) in 1971-72 (Table I) shows an ap¬ 
preciable incieasc over that in 1965-66. 
The number of daily workers in 1971-72 
were 1157 and they turned out production 
worth Rs 18,650,000 6 . A rural development 
scheme is being executed at Mau-Rani- 
pur (Jhansi) under which a loan of Rs 
11.43 lakhs is distributed among the 479 
village units, and Rs 3.9 lakhs to 427 
small units. At present there are about 
309 units in the tract employing 1060 
persons. 

indigenous medicines 

It was in 1948 that the Baidyanath 
Ayurvedic Industry was established in 
Jhansi. It produces indigenous medi¬ 
cines every year worth about Rs 20 lakhs 
and transport them to almost all the parts 
of the country through railway and roads. 
The power is obtained from the Matatila 
dam, and the chemicals and other raw 
materials imported from Kanpur, Agra, 
Lucknow, Delhi, Calcutta and other pla¬ 
ces. The central location of the Jhansi 
city and the availability of local herbs and 
drugs are important factors in its develop¬ 
ment. 

Small scale and cottage industries 
in the tract, comprising household, vil¬ 
lage and cottage concerns can be classi¬ 
fied into seven main categories on the 
basis of materials used—Agro-based, live¬ 
stock forest-based, mineral-based, metal- 
based, chemicals-basedand miscellaneous. 

Agro-bascd industries are based on 
agricultural products; e.g. rice, dal or 
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complements! 
EC's quest for 
MquMgoMI 


For tho first time In Indio 
BHEL'o lotoot ontorprioo: 
tho Oil Rigs Division will 
msnufscturs Dlsssl 
Elsetrle Oil Drilling Rigs, 
ospobls of drilling up to o 
depth of fOQO mstrso. Deep 
down to tho com of tbs 
north. And o lot dsspsr 
thonth# oil rigs Imported 
so for, wtdeh only reeehed 
o dspth of 4100 mstrss. 

Thanks to ths activs 
encouragement and assistan 
of ths Oil and Natural Gas 
Commission, BHEL movss 
closer to its goat of providing 
'a total service for energy'. Th 
time, in contrast to its earlier 
pursuits, BHEL diversifies tc 
support ONGC's search for 
oil—the world's most vital 
source of energy. And, the 
greatest drain on India's 
foreign exchange. 

In the beginning, the Oil Rig- 
Division will, in technical 
collaboration with U.S. Steel 
Engineers and Consultants 
Inc., manufacture on-shore 


Diesel Electric Rigs of two 
kinds. One, capable of drilling 
to a depth of 3500metres, am,' 
the other, upto 6000 metres. 
Already, orders are on hand 
from ONGC for the supply 
of 7 Rigs, worth over Rs. 40 
crores. BHEL is confident of 
completing this order by 197;. 

Manufacturing without 
any capital outlay 
The greatest advantage of tt 
Oil Rigs Division will be its 
ability to see the entire 
manufacturing process through. 
without any fresh capital 
investment. All along the way. 
BHEL will utilise the services 
of its own plants and other 
organisations of the 
Ministry of Hea«ry Industry 
The mechsnical fabrication of 
the rigs will be taken care of at 
BHEL Hyderabad, electricals at 
BHEL Bhopal, and the pumps 
will be produced at Bharat 
Pumps and Compressors 
Limited, Allahabad. 

A considerable amount on 
coital outlay has bssn avoided 
through careful planning. 


Moving towards a tote! 
service for energy 
Right now, the Oil Rigs 
Division is manned by around 
100 people, moat of them 
technical experts and 
engineers. 

Soon, BHEL will also 
manufacture off-shore drilling 
equipment. 

Yes. plans are under way. And 
many plans are in the making. 
For who is to tall what lies 
ahead in India's quest for 
Oil 7 In the move towards e 
total service for energy 7 In 
BHEL a journey to the centre 
of the earth 7 


Murat Htsvy Hsctrfcab Limited 

Oil Rigs Division,12th Floor, Hindustan Times Hl; a* 
18-20 Kasturba Gandhi Marg New Delhi 110 001 
Raglatarad Offica: 18-20 Kasturba Gandhi Marg 
Nsw Dalhi 110 001 


EASTERN ECONOMIST 


rawjAiY 13, 1976 




flour mi%oil mills, batteries, gur-making, 
paper mmag, and printing and publish* 
mg pUmi, ate. There are 153 such units 
(Table 1) in the tract. Out of these, 
Jhansi district has 44, Banda district 
. 42, Jalaun district 39 and Hamir- 
■ pur district 29. Seventy one of them are 
registered with the Industry department, 
and 82 working under Village and Khadi 
Udyog department. The majority of 
them are concentrated in the towns, teh- 
sils and the district headquarters, but a 
few occur in the urban centres. 

The cultivation of rice is concentrated 
in the Banda district, Atarra being one of 
the biggest mcaxdis of rice in UP with nume¬ 
rous rice mills both on cottage and small 
scale. The first rice mill in the tract 
was established in Atarra in 1942 and it 
gave considerable impetus to the develop¬ 
ment of industries in the rural area. 


Rice mUliare also located in Banda 
and In Khurhand, Hie main factors 
responsible for the location are the abun¬ 
dance of paddy, requisite raw materials, 
availability of capital, large market, 
transportation facilities, cheap labour, 
etc. 

In Banda rice production goes hand 
in hand with outer types of mills, 
and the majority of the hullers are 
connected with the flour, dal and oil 
mills. Khurhand, the other centre of rice 
mills, is situated by the side of the Jhansi- 
Manikpur railway branch line, and in 
it four mills are functioning in (he rural 
areas, with a production capacity of 
24,206 (Arwa) and 107,219 (Sela) quintals 
of rice. 

In Baberu, Kara ini and Karwi several 
centres occur in which huller machines 


are scattered about and labour is em¬ 
ployed on dally wages. Their production 
of rice has local importance. 

Hour Mills: The Western Trans- 
Yamuna Tract is a surplus producing 
area of food and non-food crops, from 
where most of the wheat, gram, and 
oilseeds are transported although a 
limited quantity of the products are 
utilised in the local flour mills, dal 
mills, oil pressing mills and others. 

Atta (Flour) Mills: They are widely 
distributed over the region, and are 
run by electric power, as well as by 
steam, and managed in many cases 
as household industry by members 
of the family. Their market Is limited 
to the locality where they exist. 


Table I 

Number of Registered Industrial Units in the Western Trans-Yamnna Tract 

(1971-72) 


Distrct Under In¬ 
dustries 
Depart¬ 
ment 

Under Vil¬ 
lage Khadi 
Udyog 

Total 

Agro-based industries 



Banda 

17 

24 

41 

Hamirpur 

6 

23 

29 

Jalaun 

25 

14 

39 

Jhansi 

23 

21 

44 

Total 

71 

82 

153 

Animal-based industries 

Banda 

6 

13 

19 

Hamirpur 

10 

17 

27 

Jalaun 

15 

14 

29 

Jhansi 

10 

26 

36 

Total 

41 

70 

111 

Forest-based Industries 

Banda 

15 

12 

27 

Hamirpur 

29 

9 

38 

Jalaun 

12 

4 

16 

Jhansi 

10 

20 

30 

Total 

66 

45 

111 

Metal-based Industries 

Banda 

* 36 

4 

40 

Hamirpur 

70 

l 

71 

Jalaun 

89 

2 

91 

Jhansi 

128 

8 

136 

Total 

323 

15 

338 


District 

Under In- Under Vil- 
dustries lage Khadi 
Depart- Udyog 

rnent 

Total 

Chemical-based industries 

Banda 

8 

3 

11 

Hamirpur 

35 

6 

41 

Jalaun 

32 

4 

36 

Jhansi 

37 

4 

41 

Total 

112 

17 

129 

Mineral-based industries 

Banda 

8 

3 

11 

Hamirpur 

9 

1 

10 

Jalaun 

6 

2 

8 

Jhansi 

30 

3 

33 

Total 

» 

53 

9 

62 

Miscellaneous industries [ 

s 

Banda 

1 

1 

2 

Jalaun 

4 

2 

6 

Jhansi 

9 

3 

12 

Total 

14 

6 

20 

Grand-Total 680 

244 

924 

Source i Data collected from 

The 

Dis- 


trict Industry Offices Banda, Hamirpur, 
Jalaun, Jhansi. 


Dal Mills: Pulses grow in abundance in 
the tract and consequently five dal mills 
are functioning efficiently in combination 
with flour, rice and oil mills, two of them 
are located at Atarra, one in Jhansi and 
two at Kalpi. 

Oil Pressing: In the rural area oil pres¬ 
sing is generally the special vocation of a 
‘Teli’ family, who crushes the oilseeds 
with a wooden expeller ‘Ghanies driven 
by bullocks, but now electric crushers are 
becoming popular wherever electricity 
is available. The first oil-pre ying 
mill was established in Karwi in the 
first quarter of the present century. 
It possesses 32 rotary ’Ghanies’ run by 
steam engine. Seven oil mills occur in 
the Jalaun district, five in the Jhansi 
district and a number of smaller units 
elsewhere in the tract. Due to lack of 
large units, a large quantity of surplus 
oilseeds is sent out of the tract. 


Gar Making: In the areas irrigated by 
the Ken and the Betwa canals sugarcane 
is grown but in very limited acreage. The 
main areas are located in the Banda dis¬ 
trict, Hamirpur district and the Jalaun 
district. It is one of the oldest industries 
of the tract. At present Gut making is 
[ done at Belbai (Banda) and Mauranipur 
^centres. At some places gur and khand- 
* sari are prepared by the local indigenous 
methods. 

Cotton Textiles: This is the oldest indus¬ 
try of the region. About 200 years ago, 
designed and stamped clothes were pre¬ 
pared by nomadic artisans called kurtas 
and cotton grown in large quantities in 
the black cotton region. It is* recorded 
that there were several ginning factories 
at Karwi Kulpahar and Mahoba (Hamir¬ 
pur), Jhansi and Jalaun districts. Most 
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of the ginned cotton was transported to 
Bombay and. Kanpur centres. In the 
spinning and weaving works, about 4.5 
lakhs o? workers were engaged in 1922*, 
but since then they have continually faced 
a' crisis on account of the increasing 
non-availability of raw materials, as pres¬ 
sure ofp ?puiytion has brought more and 
ptoyb acreage under cultivation for food 
cr 9 ps.br utilised it for residential purposes. 

The handloom industry still continues 
to be important in the tract. About four 
lakhs depend on it for livelihood. Fifty- 
bite .units of dyeing and printing works 
occur in the Jhansi district, with 300 
Workers; their raw materials are impor¬ 
ted from Kanpur, Agra and Bombay. 
"These industries are run by the local 
weavers, such as Koris and julahas, and 
mainly produce coarse cloths which meet 
the local needs, with the help of the hand- 
looms. The artisans at MahOba, Kalpi, 
Banda and Mauranipur prepare durris, 
carpets and coarse cloth. In the Jalaun 
district two registered units are busy in 
carpets weaving, with an invested capital 
of Rs 10,000. In Jhansi, two units are 
preparing hosiery while others are knit¬ 
ting and cotton mills. 

Silk industry: The silk and carpet in¬ 
dustries of Jhansi are still famous and 
they meet a great demand in the external 
market. In several villages of the Jhansi 
district the borders of Chanderi and 
Mrheshwari saris and dhotis were woven 
artistically with the help of silk and gol¬ 
den threads* .but in the British period, the 
production of silk fabrics was affected 
adversely. 

A swadeshi silk and ribbon industry was 
established in 1932 at Jhansi, with an in¬ 
vestment Of Rs 1.76 lakhs. In it 30 wor¬ 
kers are busy, producing annually hosiery 
and ribbon worth two lakhs of rupees. 

Livestock Industries: The tract is rich 
in animal material for industrial use. 
Surplus raw materials such as hides, 
skins, bones, wool. etc. are transported 
largely to Agra, Kanpur and Bombay 
centres. There are 111 livestock based 
units viz. woollen industry, bone indus¬ 
try, leather tanning and leather industry. 
Out of these 41 units are registered with 
the Industry Department, and 70 units 
are working under Village and Khadi 
Udyog Department. The highest number 
of these units is in Jhansi (36), Jalaun 
(27) and Himirpur (29) districts. The 
lowest number (13) is in the Banda district 
(Table 0. 

WooUen industry: There are five units 
of woolfen, industry in the Jhansi district 


and four in the Jalaun district. Tlfelocal 
shepherds (gadarlayg ), who tend sheep 
auif goats, weave coarse blanket! fbr loop! 
use; but the rural units export the raw 
materials to Kanpur, Mirzapur and Agra, 
Kalpi is the biggest centre of woollen 
industry in the tract, where most of the 
household women and children are busy 
in spinning and weaving sweaters, 
mufflers and blankets. Other important 
‘•T centres are Mauranipur and Jhansi. 

In order to protect the handloom in¬ 
dustry in the tract, the siatc government 
has established several organisations 
which supply the yarn and sell the finished 
product in the market. Moreover the UP. 
government has opened training-cum- 
production centres at Mauranipur, Chir- 

f aon, Lalitpur, Rath, Cbarkhari, Karwi, 
landa and Kalpi. Out of these the 
Mauranipur centre is one of the five in¬ 
dustrial training centres of the UP govern¬ 
ment, established in 1962-1963. 

Leather industry: The Western Trans- 
Yamuna Tract is very rich in raw 
materials for the leather industry, and 
exports, huge quantities of surplus 
hides, skins and such tanning materials 
as Babul dhava and fruits of Ghont 
tree to Bombay, Kanpur and Agra. 
Both in rural and urban areas the 
leather work is done mostly by cha- 
mars (Kuril). It is the largest rural in¬ 
dustry and employs about 35000 workers, 
but it is now facing competition by the 
modern leather works. 

At present leather tanning and leather 
works (e.g. shoes, chappals and suit-case 
making) are being organised on coopera¬ 
tive basis. The number of employed wor¬ 
kers is the highest in the Jhansi district 
(4,200), which is followed successively 
by Jalaun district (225), Hamirpur 
district (150) and Banda district (120). 
It is unfortunate that the traditional 
wasteful techniques and methods are still 
practised in leather tanning and the pro¬ 
duct is only suitable for ‘deshi’ footwear. 

In the rural areas (mpehis or Icurils) pre¬ 
pare footwear, largely used by the field 
workers, but now these artisans face com¬ 
petition with the factory made feather 
goods and plastic footwears. A unit of 
chrome leather products is running in 
Jhansi, with an investment of Rs 10,000. 

Forest-based industries: In spite of the 
scrub and stunted trees the plateau ana 
of the tract is rich in timber, but as the 
local consumption is very limited, it is 
transported to other centres: However, 
a small section of the population, is enga¬ 
ged in minor forest-based industries e.g. 


tyri making, Kptlui making, tend 
bjaumew pno v ease' teodto, -tel weeks, 
Ayurvedic medicines and fibre industries 
(resfia udyog), 

Tjje total nvufiber of forest based in¬ 
dustries ib % tract b ill, of whfeh 66 
are under the Industry Department, and 
45 under the Village Khadi Udyog 
Department. Curiously, Hpmupur 
district, although it is pot rich in 
forest resources, claims the highest jipr 
ber of such units (38), Jhansi District 
stand second (30), and Band* Q3 )*nd the 
Jalaun district (16) are third and fourth 
respecityely. 

Wood Works: Out of the total popu¬ 
lation about 80 per cent at* engaged in 
wood works; i.e. iii such industries as 
carpentry, saw mills, bamboo cane works, 
wood cutting, wooden furniture, etc. 
In the rural areas carpenters are em¬ 
ployed in wood work and thus fulfil such 
local needs as preparing and repairing 
implements, carts, cots, windows and fur¬ 
niture. In Chitrakut in addition to saw 
mills, people are engaged in manufactur¬ 
ing wooden toys. The demand for ply¬ 
wood and fabricated house materials is 
increasing day by day in the tract. 

Biri making: As tendu leaves are availa¬ 
ble in plenty in the Banda and Jhansi 
forest, they are exported in large quanti¬ 
ties to Jabalpur, Allahabad, Satna, Bom¬ 
bay and Indore as raw material for biri 
industry. A few biri making units how¬ 
ever are also in the tract—Jhansi, 
Chirgaon, Lalitpur, Mahroni, and Mandc- 
pur employing thousands of workers. 

Katha making (Catechu): The Khair 
tree is abundant in the tract, and trom its 
wood Katba is extracted by soaking and 
boiling by an age-old method. In its 
preparation Khairwar families are emplo¬ 
yed seasonally on a contract basis. 

Reed, Bamboo and Cane Works; Baq- 
ket-making-both from reed and bamboo 
is an extensive industry of the tract ip 
which the low castes mainly are engaged. 
They are adept in making hand fane, 
baskets, mats, chiks, etc. Besides these 
articles bamboo and reeds are used as 
thatching material. 

Metal-based industries.: Metal based 
industries are numerous, especially in 
the Jhansi district. The total number 
of units is 338, out of which 323 a*p 
registered under the Industry D e pwt> 
ment and only 15 are supervised by thg 
Village Khadi Udyog Department. 
Jhansi district has the highest number 
of units (136), Jalaun district 011); 
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Hamb-pUr district (71) and Banda district 
(40). In the urban centres fahty large 
engineering works, steel works, metal 
works, motor works, cycle works,, radio* 
electric works, box manufacturing works, 
etc. are -present; but in rural areas metal 
work « done by local artisans—black 
smith, gold smith, copper smiths etc. 
They manufacture ordinary crude articles 
of domestic use, agricultural implements 
and common hardwares; in most cases 
on As basis of payment in kind—a cer¬ 
tain amount of crop at the harvest time, 
hiatal based industries may be discussed 
under two beads: iron and steel industry 
and boast industry. 

bon and Steel industry: In 1874 a large 
iron industry was established by ‘lohars’ 
in the Jhansi district, but it could not 
compete with the modern type. 

At Srinagar (fifcmtrpur) there is an 
important muss dolls ana toys industry, 
which has a long traditional background, 
hut in the course of time these articles 
have become old fashioned and their 
export has become insignificant. Brass 
utensda were hitherto (wing turned out 
mainly by the thtuhers (local smiths), 
but at present the factory-made utensils 
are becoming more popular. There are 
eight registered units in Srinagar, with 
an investment of Rs 10 lakhs. Three 
units ate working in the Jhansi distiict 
in which Jakhaura is an impoitant 
centre for manufacturing brass arti¬ 
cles. In the fourth five-year Plan two 
brass work schemes had been proposed 
for the Jhansi district—at Chiigaon and 
Birdha. 

Bolides those units, the UP government 
intended to set up a few community pro¬ 
jects lit the tract in the fourth five-year 
nan—viz, steel trunk, lock, cycle chain, 
wheel and iron foundry industries at 
Jhansi, Oral and Banda. 

Chemical and other industries: Most 
of the chemical industries are located in 
the ufhen centres, viz. paint, varnish, soap 
candle, Aynrwalc pharmacy, plastic, 
rubber works, pen, scented oil, tobacco 
and other chemical works. They require 
skilled labour and their market lies more 
in the town amts than in villages. They 
need efficient transport and delivery faci¬ 
lities, and the capital needed in thd invest¬ 
ment mainly lies in the urban areas. 

There are 129 such units in the tract out 
of which 112 units are registered under 
the Industry Department and 17 under the 
Village and Khadi Udyog Department. 
Mmx of raw materials for them comes 
from Bombay, Kanpur, Calcutta and 


Agra and the products are transported 
to various places in the region and to 
other important markets of the country. 

Paint and Varnish: It is one of the most 
important industries of the tract due to 
the local abundance of the raw materials. 
Jhansi. is the biggest centre in this region 
with five units at foil work. 

Soap Industry is poorly developed 
so far. It has sufficient scope for growth, 
particularly because the requirements of 
the region are largely met from outside. 
Only a dozen soap making units are work¬ 
ing—Oovind soap factory of Hamirpur 
has been functioning since 19S0. It 
produces one quintal af soap per week. 

Four units are preparing Aurvedic medi¬ 
cines and they are located at Jhansi, 
Lalitpur, Orai, and Lulpahar. 

Paper Industry which is a century old, 
is situated at Kalpi, the biggest centre of 
paper production in the region. At pre¬ 
sent nine paper and six printing units are 
functioning in the Jalaun district, while 
the Jhansi district has two paper, two 
newsprint and one paper and straw board 
industries, which are successfully running. 
In 1967 three such units were established 
at Jhansi, Kalpi and Jalaun. 

At Atarra in the Banda district rice bran 
oil is manufactured by one unit, which 
has capacity to produce worth Rs. 1$ 
lakhs per annum and employs about 20 
persons. 

Scented Tobacco is being manufactured 
by two units, located at Mauranipur and 
Banda town, with the annual production 
worth, Rs 80,000 and Rs 60,000 respec¬ 
tively. Another unit of Tansen Pastilles 
is situated at Jhansi, manufacturing goods 
worth about Rs 75,000 per annum. 

Pan industry of Mahoba has a long¬ 
standing prestige and h especially favour¬ 
ed by iU location near the railway track 
and by other trade facilities. It earns 
about Rs 16* lakhs from export to 
other parts of the country. Ifctel 
cultivation has been in the hands of Baris 
and Tamolis for centuries. If pan is utili¬ 
sed for extraction of the pan essence, it 
would be more paying to the Tamolis 
than the pan trade itself. It gives employ¬ 
ment to many women who depend 
directly on it for their livelihood. 

Mlneral-based-industiies: Stone quarry¬ 
ing, cutting and polishing are important 
industries of the tract, as an excellent 
building material stone is supplied to 
various {daces outside the region. The 


highly ornamented temples, forts, and 
palatial buildings bear testimony to the 
quality of this stone. Extensive quarries 
occur at Karwi, Manikpur and Lalitpur. 
About 25 units of stone crushers are in 
Banda and Hamirpur districts, with 
numerous workers employed in them. 

Out of 62 units based on mineral re¬ 
sources working in the tract, 53 are func¬ 
tioning under the Industry Department 
and nine units are under the Village Khadi 
Udyog Department. More than half of 
these units (33) are located in Jhansi 
district and of the remaining 11 in Banda 
district, 10 in Hamirpur district and 
eight in Jalaun district. 

Precious stones and the soft stones 
found in the Ken river bed are brought 
from long distance to Banda, where they 
are cut, polished, and made into much 
valuable articles as rings, links, studs, 
pen holders, snuff boxes etc. At present 
two such units are working and polish¬ 
ing. 

China clay, fire clay and felspar occur 
abundantly in the Banda and Jhan«i dis¬ 
tricts, but they are used in limitea quanti¬ 
ties in a few local units, while the majoi 
part is exported to Mirzapur pottery 
centres. The pottery industry if properly 
financed and organised has great potentia¬ 
lities in the Jhansi and Karwi areas. 

Miscellaneous industries: Out of 20 units 
of this category, six are multipurpose 
units, including industrial cooperative 
societies, trusts mandals, etc. mainly 
located in Jhansi, Oral and Kalpi. There 
are foe factories and cold storage units 
which also come under the miscellaneous 
category, being based on water resources. 
They are working at Orai, Jhansi and 
Banda. The remaining six units regis¬ 
tered under the Village Khadi Udyog 
Department are unspecified. 

proapocts 

Although the tract is conspiciously rich 
in agricultural products, forest wealth 
and minerals and has great potentialities 
for the industrial growth, it has so far 
been dependent primarily on agriculture. 
Almost all the industrial units are poor, 
underdeveloped and on a small scale adop¬ 
ted mainly to meet local demand. A 
large section of the population—83.5 
per cent—is engaged in agricultural acti¬ 
vities. While the industrial, manufactur¬ 
ing and construction works account only 
for 6.95 per cent. 

Thus there is considerable scope for 
Industrial development of the tract in 
view of the abundance of raw materials. 
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The newly developed road network and 
the greater availability of electricity give 
ample scope for the development of cot* 
tage industries and medium scale Indus* 
tries. The village and cottage industries 
wherever present need to be modernised 
and old-fashioned' tools replaced with 
improved equipment and methods. To 
enhance the efficiency of the workers* 
adequate training in skills should be. 
arranged. 


broad categories 

Prospects for the industrial develop* 
ment of the tract may be considered under]] 
two broad categories: (a) Industries basedg 
.on raw materials locally available—which > 
may bc-furthcr divided into four divisions, 
(i) Agro-bascd, (ii) Live-stock, (iii) Forest- 
based, (iv) Mineral-based; (b) Industry 
which would require materials from out¬ 
side of the tract. 

‘ Agro-based industries which depend 
on products of the fields and the farms 
have great prospects in the tract. 

Suji and Maida mills, dal mills, oil mills 
can be started on a large scale at Banda, 
Oral, Atarra, Bharwasumerpur, and 
Mauranipur. Sugar industries can be 
established in the areas irrigated by the 
Ken and Betwa canals. A unit of 
corn, rice, Jowar, and wheat flakes can 
be founded at Orai and Banda. This 
industry although recent in origin, is 
likely to be very popular because of the 
changing dietetic habits of the well-to-do 
families. In the rice producing areas rice- 
bran mills and rice flour mills can func¬ 
tion successfully at Atarra and Banda. 
Rice oil can be utilised also in the 
production of soap, wax candles, wax 
toys and card board. A straw board and 
card board unit may be set up at Atarra, 
where raw materials for it are available in 
large quantity. A dehydration plant is an 
urgent necessity at Mauranipur, because 
vegetables are grown there extensively. 
Paddy husk is suitable for production 
of card board, activated charcoal and 
fertilisers, and a unit each may be set 
up at Atarra and Banda. 

Livestock-based industries: Besides the 
foregoing units, development of the dairy 
industry, tanning industry, bone-meal 
and leather works have also great scope 
in the tract, as the large livestock popula¬ 
tion will provide sufficient basis for them. 
For the bone-meal units the suitable sites 
are Kalpi, Banda and Mauranipur, as 
well as Jhansi, which can be developed 
for manufacturing this and other articles 
based on livestock products. 

Forest-baaed tadoshte: Out of the 
existing forest-based industries, paper 


and pulp can be extended to a considera¬ 
ble extent, because bamboo, grass and 
paddy straw are easily and profusely avail¬ 
able In the tract. More such units can 
be started at Banda, Mahoba and Jhansi. 

' Lac industry can be successfully 
started as lac can be collected from the 
deciduous forests and the climate is suit¬ 
able for rearing the lac insects on the 
\Ghont, Musum, Pipal and Palas trees 
which abound in the forests. 

An Ayurvedic pharmacy unit is likely 
to flourish in Chitrakut and Lalitpur 
where herbs are abundantly available. 

Mineral-based industries: Soft stones 
and clay soils occur extensively in the 
tract. They can form a basis for the 
development of the pottery industry and 
for construction of stone vessels, toys, 
dishes, buttons and other useful articles. 
The huge quantity of red, yellow and 
white ochre deposits can be utilised in 
paint and varnish industry, to be set up 
near the Karwi. A large amount of 
silica sand is found near Bargarh and it 
offers prospects for the glass and silica 
refinery plant. Jhansi district has 
huge Pyrophylllte deposits, which can 
serve as a base for an insecticides 
and pesticides industrial unit. This 
mineral can be used also in the prepara¬ 


tion of caxamics, insulators, paints, dip- 
temper an<jJire .bricks. 

* 

Industries that do not have local 
resources have little prospect due to lack 
of minerals and other necessary rauf 
materials, absence of local or neighbour¬ 
ing markets, paucity of skilled labour 
and technical knowledge and sty capital. 
All these, can be so expensive as 
to be almost prohibitive. The only 
possibility seems for metal and chemical 
based units, which might perhaps succeed 
on the basis of imported raw materials. 
Skilled labourers, are producing such 
articles for local consumption, for ex¬ 
ample domestic appliances, cycle parts, 
nails, screws, agricultural implements, 
hardware, water pipes, sanitary fitting, 
tyre retreading etc. 

RvfmntM 

1. District Gazetteer, Jhansi, 1967, p. 144. 

2. District Gazetteer, Jalaun, 1909, p. 48. 

3. District Gazetteer, Jhansi, 1967, p. 23. 

4. Imperial Gazetteer, Vol. XtX, 1883, p.403. 

5. Report on the industrial Survey of Banda 
District of the United Provinces, Allahabad, 
1923, p. 9. 

6. Prasati Samiksha, 1970-71, U.P. Directorate 
of Industries, Kanpur, 1971. 

7. Information collected from the District 
Industry Office, Jhansi. 

8. Report of the Industrial Survey of (he 
Banda, Hamirpnr, Jhansi and Jalaun Districts. 

9. District Gazetteer, p. 133. 


Eastern Economist Annual Number 1976 
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Economics ot alcoholism — 

Heneaay 


I 

Company Programme lor 
Problem Drinkers 

This report examines the economic justi¬ 
fication of establishing company pro¬ 
grammes to detect and treat problem 
drinking employees. It gives as examples 
two American companies which have 
successfully carried out programmes to 
deal with the problem and have realised 
significant costs savings as a result. 
Trends already evident in Australia seem 
to correlate with the best of the American 
industry progtamme, and if continued 
will make an important contribution to 
the battle against addiction. 

Australia's population exceeds 13 mil¬ 
lion and at least 300,000 are alcoholics. 
Less than one per cent of young people 
inject drugs; this represents approximately 
5,000 young persons between 14 and 21 
years. By contrast, more than 180,000 
of the same age group drink daily or on 
most weekends. 

staggering problem 

These arc cold figures which may mean 
little to us. When translated into fami¬ 
liar terms, however, they have more im¬ 
pact. American and Canadian authori¬ 
ties namely the Addiction Research 
Foundation, Toronto, and the National 
Institute on Alcohol Abuse and Addic¬ 
tions, advise that in any work-force of 
100 men, there will be between three and 
five with alcoholic problems affecting 
their work with complement repercus¬ 
sion on efficiency, accuracy, personnel 
morale and profitability. In contrast 
to public image and expectations, most 
alcoholics are not on “skid row*’, they 
are in the work-force and spread through 
alt employee levels from the boardroom 
down. 

Another myth is that there are two 
distinct groups of drinkers, the social 
drinker and the alcoholic, and that the 
progression from one to the other is imme¬ 
diate and definable. In fact, the pro¬ 
gression from social drinking to heavy, 
compulsive, alcoholic drinking is usually 
gradual, taking 10 to 15 years through 
phases of heavy social drinking to pro¬ 
blem drinking, to early, middle and late 
stage alcoholism. Industry is in a uni¬ 


que position constructively to help the 
person who is in danger of alcoholism. 

A problem drinker is one who may be 
an early or middle stage alcoholic. He 
is dependent upon alcohol and is losing 
his ability to control it. Problem drink¬ 
ing is the excessive, continuous or re¬ 
current drinking to a degree that it inter¬ 
feres with an employee’s efficient per¬ 
formance. A problem drinker is an 
employee whose repeated over-indul¬ 
gence in alcoholic beverages sharply re¬ 
duces his or her effectiveness and depend¬ 
ability. 

behaviour pattern 

There are a number of manifestations 
of problem drinking. Family strains 
are usually apparent, the individual’s 
behaviour changes frequently and is in¬ 
consistent, and so are his moods. The 
effects on family members are severe— 
the anxious, depressed neurotic wives, 
disturbed and sometimes delinquent chil¬ 
dren—-and these effects frequently create 
a vicious circle of family anxiety, which 
in turn may lead to further drinking. 

Alcohol moves from being used as a 
social lubricant to being used as a medi¬ 
cine, to maintain emotional equilibrium, 
to reduce tension. As dependence on 
the drug develops, farther symptoms be¬ 
come visible—the onset of memory 
blackouts, increasing inability to control 
drinking and farther behaviour and 
emotional changes. 

The on-the-job signs and symptoms 
are present although they may not always 
be recognised. The changes that may 
occur to ‘.‘the nice bloke who drinks too 
much” are not dramatic but gradually 
emerge over a period of time. The 
signs are absenteeism, loss of abilities, 
destructive personality changes, behaviour 
deterioration and reports of family strains. 

The problem drinker is usually a skilled 
person with a family, experienced in 
the work-force and liked by his work¬ 
mates. Changes in behaviour, such as 
memory lapses on the job. tremors in the 
hands, loss of concentration, and changes 
in drinking habits are noticeable. 

The person whose drinking rate in¬ 
creases, who spends increasing amounts 
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on drink, who starts to drink alone, 
whose breath smells of alcohol in the 
morning or of breath-purifiers during 
the day, he who disappears during the 
days for periods, whose visits to the toi¬ 
let are frequent and protracted, whose 
lunch times are extended, is the one 
whose behaviour suggests that alcohol 
may be interfering with his normal level 
of functioning. 

The symptoms outlined do not them¬ 
selves indicate that a person is an alco¬ 
holic or has a drinking problem. A 
combination of some of them does add 
up to a sfrong possibility that the person 
is having some difficulties and that the 
use of alcohol may be associated. 

The key issue is, however, the asses¬ 
sment of the individual through his work 
performance , not through his drinking . A 
witch-hunt for alcoholics is counter¬ 
productive and only creates unnecessary 
resentment and destroys the programme. 
The cooperation of management and 
unions is essential. Problem drinkers 
should not be protected, but should be 
encouraged to seek treatment and this 
policy should apply to all company em¬ 
ployees—no double standard. 

II 

Work Assessment 

The detection and treatment of the 
problem drinker is difficult but can be 
overcome if careful approaches are made. 
Perhaps one of the greatest difficulties 
confronting people in authority is not 
the real or imagined (mostly imagined) 
opposition of the unions to a programme 
against problem drinking, but an inabi¬ 
lity objectively to assess work perfor¬ 
mance. 

The substitution of knowledge for manual 
skill as the productive resource in work 
is completely changing our society . 

When 90 per cent of the work-force 
earned their living by using their hands, 
assessment of work performance was* 
easy. Now that manual workers repre¬ 
sent approximately 25 per cent*of the 
work-force and knowledge workers the 
rest, appraisal is more difficult. Know* 
ledge has emerged from the textbooks to 
become part of technology. The result 
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in the United States is that there are now 
more computer programmers than there 
are steel-workers. 

M mage meat now has the task of reco¬ 
gnising the need to shift assessment from 

S uantitative criteria to qualitative, in 
le realisation that units per hour are 
difficult to apply to the abstract. The 
focus obviously must change and is chan¬ 
ging from production to people. The 
quality and state of being of the person 
who is the knowledge worker, and who 
now comprises the majority within the 
public sector, determines the degree of 
his or her knowledge production. 

Those in supervisory positions need 
to be human barometers. They need 
to know when there is outside inter¬ 
ference affecting the quality of work 
output. Some of the symptoms of inter¬ 
ference include absenteeism, loss of abili¬ 
ties, sickness, destructive personality 
changes, deteriorating behaviour and 
family strains, and may also include 
spasmodic work pace, falsification of 
work records, going to sleep on the job, 
putting off jobs until tomorrow, neglect 
of detail, a tendency to blame others, a 
tendency to become increasingly disillu¬ 
sioned with the job and unexplained dis¬ 
appearances from the place of work. Nor 
is management immune from these pro¬ 
blems. That is why it is important for 
any company to adopt an all-embracing 
policy , one which applies from top manage¬ 
ment down . 

Ill 


in conjunction with the Oldsmobile Divi¬ 
sion of General Motors, Michigan, some 
interesting figures emerge. The study 
was a before-and-after comparison of 
the bahaviour of 117 hourly workers 
who had participated in the company’s 
alcoholism and drug abuse programme. 
Comparisons were made of lost man 
hours, sickness and accident benefits 
paid, grievances brought against the 
management by employees, on-the-job 
accidents, formal leaves of absence, and 
disciplinary actions taken against em¬ 
ployees by management. 

Those studied were selected from 
some 600 employees who had been refer¬ 
red to the programme because of deterio¬ 
rating job performance. The only cri¬ 
terion for selection was active participa¬ 
tion in the programme, which ranged 
from five days to ten weeks, depending 
on the treatment used and the severity 
of the individual problem. 

The control group consisted of 24 
employees who did not participate in the 
programme, but who had come to the 
attention of management and were known 
to have drug or alcohol problems. The 
time span studied was from one year 
prior to the participation date until one 
year afterwards, where possible. These 
studied who did not have one full year 
prior to involvement in the programme 
were studied for the comparable period 
after involvement. All members of the 
control group had one full year of both 
pre-and post-programme involvement. 

Lost man-hours were computed on 


the basis of a 40-hour week. Any sub¬ 
ject who showed less than 40 hours in a 
payroll we£k, excluding vacations and 
paid absence allowances, was recorded 
as having lost that many man-hours. 
(Man-hours lost by the basic study group 
during rehabilitation were not counted, 
to keep the study group and the control 
group as similar as po$sible) v 

Sickness and accident benefits were 
calculated on a dollars-paid-out basis on 
claims which were filed through the com¬ 
pany’s insurance department. These 
benefits included those for accidents and 
sickness on and off the job. 

Leaves of absence were compiled as 
leaves resulting from injuries or sickness, 
on or off the job, and are directly tied to 
sickness and accident benefits. 

Grievances recorded in this study were 
formal, written signed statements which 
must be decided by labour-management 
arbitration, and did not include verbal 
complaints. 

Disciplinary actions were totalled from 
management action against an employee 
for alleged violation of shop rules. These 
varied from a written warning with no 
time off to as much as a month’s suspen¬ 
sion without pay or indefinite suspen¬ 
sion and/or loss of job. 

Accidents were recorded as in-plant 
accidents reported to the Safety Depart- 
mant. Outside accidents were not re¬ 
corded because of the difficulty of getting 
the facts. Table I allows the cost im- 


Economic Justification 

There are many reasons why manage¬ 
ments and unions should collaborate on 
problem drinking. An obvious one— 
humanitarian, helping an individual to 
overcome serious, progressive conditions 
that will ultimately seriously harm him¬ 
self, his family and some members of 
society, especially if he becomes involved 
in an accident, on or off the job. Un¬ 
doubtedly, the single greatest cost saving 
to a company is the rehabilitation of 
the problem drinker back to full pro¬ 
ductivity. Putting it simply, they are 
costly to replace: they have skills and ex¬ 
perience, which are of value of the com¬ 
pany. 

A number of companies in Australia 
have already adopted policies to detect 
problem drinkers on the basis of deterio¬ 
rating work performance and construc¬ 
tively offering them help. Seven Vic¬ 
torian companies have adopted policies, 
ten are drawing up policies and at least 
another twelve are investigating. 

In a study on Alander and Campbell 


Table I 

Cost Impact of the Programme 


Total study group Alcohol group Drug group Control group 
(N-117) (N-101) (N-16) (N-24) 


Lost man hours 

56,940 

29,647 

47,182 

24,185 

9,758 

5,462 

9,440 

10,350 

S&A benefits 
Leaves of ab¬ 

$38,381 

$25,661 

$33,339 

$23,861 

$5,052 

$1,800 $12,196 $20,420 

sence 

125 

59 

112 

49 

13 

10 

18 

30 

Grievances 

41 

9 

26 

6 

16 

4 

12 

10 

Discipline 

122 

41 

103 

38 

20 

10 

6 

31 

Accidents 

54 

10 

51 

9 

6 

1 

5 

1 


Table II 



Cost Savings of the Programme 

(Percent change) 


Total study group 

Alcohol group 

Drug group 

Control group 


(N-117) 

(N-101) 

(N-16) 

(N-24) 

Lost man hours 

-48% 

-49% 

-43% 

-9% 

S&A benefits 
Leaves of ab¬ 

-33% 

-29% 

-64% 

+60% 

sence 

-53% 

-56% 

-74% 


Grievances 

-79% 

-78% 

-75% 

Discipline 

-67% 

-63% 

-50% 

+190% 

Accidents 

-82% 

-82% 

-83% 

-80% 
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ppot of the programme to begin to 
emerge using an hourly rate of $8.00. 
For example, in the total study group, 
pre-programme figures show $463,520 in 
lost wages for the individuals involved. 
For the post-programme period, this 
figure was $237,176 for the same group. 

The hours lost reflect a much larger 
loss to management, not only in terms of 
lost production but also in monies paid 
out to substitute employees. 

The figures on accidents, grievances 
and disci 1 inary actions also reflect sub¬ 
stantial cost reductions after programme 
involvement (see Table II). 

Tabic II also shows that one of the out¬ 
standing cost savings was not in dollars 
and cents but in accidents. There was 
a reduction of 48 per cent, for example, 
in lost man hours in the alcohol and drug 
group compared with those measured 
as a control, and their lost man hours 
had increased by nine per cent. Simi¬ 
larly m sickness and accident benefits, 
on the one hand, there was a drop of 33 
per cent, on the other, an increase of 60 
per cent. In the accident area, however, 
there was an overall reduction of 82 per 
cent in the alcohol and drug group and 
m the control group there was also a 
reduction of 80 per cent. This raises a 
question as to how many accidents arise 
from alcohol or drugs. 

IV 

Treatment Secures Savings 

Treatment costs were taken from in¬ 
surance data which noted recovery 
charges for treatment of alcohol and 
drug rehabilitation programmes in out¬ 
side facilities, (see Table III). 

Table III 

Rehabilitation Costs 


Dollars expended 

Alcohol related 11,114.00 

Drug related 1,201.00 

Total study group 12,315.00 

Taking the treatment cost for the total 
study group it is evident that even in 
terms of lost man-hours alone the pro¬ 
gramme effects enormous savings. 

Cost measurements have been made 
withm the United States Postal Service. 
In a survey covering a time period of 
13 accounting periods prior to the intro¬ 
duction of a Programme for Alcoholic 
Recovery, compared with 13 accounting 
periods after the introduction of the pro¬ 
gramme, and using only the criteria of 
Nick leave and leave without pay, absen¬ 


teeism was reduced from 325 hours per 
year per person to 22 per year per per¬ 
son. 

The corresponding cost factor was 
$2,112 compared with $143: a direct sav¬ 
ing of almost $2,000 per person. That 
figure does not reflect the cost.impact m 
terms of lost productivity, the use and 
cost of health benefits, less of time due 
to disciplinary action, training and turn¬ 
over of employees and accident rates. 

The United States Postal Service’s pro¬ 
jection for the full operation of its pro¬ 
gramme by the end of fiscal year 1973-74 
is shown in Tabic IV. 

Table IV 

Projected Operations Cost in the 
US Postal Services 1973-74 


Full time counsellors 
covering 34,000 446 

Cost of programme 

operation $5,600,000 

Successful partici¬ 
pants (27 person 
case load per coun¬ 
sellor 12,582 

Reduced cost loss 
per successful par¬ 
ticipant $3,000 

Cost benefit (gross) $37,746,000 

Cost benefit (nett) $32,146,000 

These cost savings occur in programme 
that arc actually operating, not that exist 
on paper only. Dr Drexel Sheahan, 
Administrator of the County of Santa 
Barbara Alcoholism Programmes, Cali¬ 
fornia, saidl in January this year: ‘I esti¬ 
mate that a well-implemented employee 
alcoholism programme could identify 
two to three per cent of its total work¬ 
force as problem drinkcis within two 
years”, and “—implementing the alco¬ 
hol programme is profitable to the corn- 
many, while ignoring the problem is 
costly in increasingly impaired perfor¬ 
mance of the employee,” 

Australian companies have not had 
adequate time yet to evaluate the succes¬ 
ses or failures of alcoholism programmes. 
In an informal telephone survey of five 
Victorian companies which have deve¬ 
loped programmes, some of which have 
not yet been in operation for a year, it 
was ascertained that 113 employees had 
been treated for alcoholic problems. Tor 
78 per cent of these there has been a con¬ 
sistent improvement in job performance. 

Not too much notice should be taken 
of this figure at this stage, but the trend 
is there and this trend coorrelates with 


the best of the American irdustry pro¬ 
grammes. If this trend continues and 
it can be demonstrated that alcoholism 
programmes arc worthwhile in Austra¬ 
lia, a most significant contribution will 
be made to the battle egainst addiction. 

humanitarian problem 

Organisations which work towards 
management-union cooperation in esta¬ 
blishing programmes aimed at the early 
detection and treatment of problem drin¬ 
king employees arc embarking on a 
sound humanitarian and ecoromic ven¬ 
ture if the programme is carried out 
effectively Problem drinking often re¬ 
presents the early stages of manifesting 
alcoholism, a progressive condition 
which, if tackled at an early stage, can 
be treated with a considerable degree of 
success than at later stages. 

All employees need to understand that 
problem drinking is regarded as a treat¬ 
able condition and that they arc subject 
to the usual rigours of work assessment. 
Should supervisors, however, not be 
able adequately to assess work perfor¬ 
mance, then that is a management pro¬ 
blem, not an alcohol problem. 

Anyone interested in detailed study of 
the problems of alcoholism in industry 
should procure copies of: (1) “Drug 
Dependence: the Scere in Victoria”. 
Report of the Study Group of the Victo¬ 
rian Foundation on Alee holism and Drug 
Dependence, Melbourne, 1974 (2) K.C. 
Stone, “The Role of the Unions”, in 
Report on Alcoholism and Drug Depen¬ 
dence in Industry: A Management- 
Union Conference, VFAIJD, Melbourne, 
1973. (3) J Moon, “Community Atti¬ 
tudes to Alcohohms in Industry”, Drugs, 
Man and Society, VFADD, Melbourne, 

1973. (4) P.F. Drucker, “Rise of the 
Knowledge Worker”, Bntanmca Book 
of the Year, tncyclopacdia Bntannica 
Inc. Chicago, 1973. (5) R A’andcr and 
T. Campbell, “Study Fsaluates Oldsmo- 
bde Program”, Labour Management 
Alcoholism Journal N C A , New York, 

1974, Pp 35-38. (6) “Cost Impact Study of 
PAR on “S/L-LWOP”, Internal Memo¬ 
randum, US Postal Service, June 3, 
1974, Washington DC. USA (7) D. 
Sheahan. “Industrial A’cohol Program: 
Arc They Sound Investments?” 8th Le¬ 
onard Ball Oration, VFADD, 1975. 

Sources and acknowledgements: The 

foregoing report is summarised from the 
latest issue of the Monthly Butletm of 
the National Bank of Australasia , 271 
Collins St., Melborune, Victoria, Aus¬ 
tralia, but the Bank is not responsible for 
my wording. 
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WINDOW OH THE WORLD 

Level of living in eastern Europe 


The success of Soviet-supported forces 
in Angola and of Soviet-backed Syrian 
intervention in Lebanon have reminded 
the world that a major power that needs 
to buy grain every year in order to live 
is by no means diminished in its politi¬ 
cal and military initiatives by that mis¬ 
fortune. The slow, halting economic 
recovery in the USA does not disguise 
the fact that Washington remains tnc 
major motive centre in world politics. 
The contentious character of members’ 
policies within the European Communi¬ 
ty does not obscure the great bargaining 
advantage enjoyed by the Common 
Market in business dealings with the far 
more tightly integrated east European 
Comecon area. 

These anomalies between economic posi¬ 
tions md political facts illustrate an al¬ 
tered world balance. The Soviet Union, 
an anomalous country in any case, has 
low living standards and productivity as 
compared with the United States but 
succeeds in reducing the edge of advan¬ 
tage which the USA had over it by deter¬ 
mined allocation of priorities. It leads 
heavily in armed forces and other strate¬ 
gic advantages and holds its own in space 
technology. The odd contrast is that, 
while the Soviet Union is able to dis¬ 
count the inferiority of its industrial 
structure compared with that of the USA 
and to gain advantages at Washington’s 
expense it is unable to offer west Europe 
anything significant that it wants to buy 
and is obliged to pile up what would nor¬ 
mally be crippling debts to buy from 
west Europe what it urgently needs. 

self-assured Soviets 

Its gradual acumulation of advantages 
against the USA in the Middle East 
and Africa and its overtaking of initia¬ 
tive in the SALT talks gives the Soviet 
Union a seif assurance which attracts an 
international attention which increases 
in contrast to the growing lack of esteem 
in which the United States is held. 
While this situation is unlikely, any more 
than any other situation, to remain per¬ 
manent it is having a distinct effect on 
what may bs called the morale of inter¬ 
national and national trading. 

The great lesson given by the Soviet 
Union, a poverty and hunger-stricken 
uncertain amalgam of east European and 
Asian republics some fifty years ago, is 
the value of determination and the ques¬ 


tionable value of ethics. With debts 
in the west growing steadily from $26 
to $29 billion an equally steadily in¬ 
creasing imbalance of trade with west 
Europe—an imbalance that has increased 
by nearly $20 billion in the last five years 
—the members of Comecon are still re¬ 
garded as worthwhile customers to be 
sought for by the combines, firms and 
traders of free market west Europe. 

mounting debts 

At least three highly specialized agen¬ 
cies function in west Europe to discover 
opportunities for trade with and coopera¬ 
tion in the eastern socialist states. 
Many banks, especially from the USA, 
have specialist staff—many of them for¬ 
mer citizens of east Europe—to keep 
daily in touch with developments for 
business which will yield, at best, rela¬ 
tively low profit and often only after 
several years of waiting. Last year alone 
the east’s commercial debt to the west in 
Europe grew by at least $7 billion. Of 
this only $2 billion lay to the account 
of the massive Soviet Union, the other 
$ 5 billion was accumulated by small 
east European states whose payment 
potential is considerably less than that 
of the USSR. During the last five-year 
plan period (1972-1975) the eastern debt 
westwards built to up $ 15 billion, more 
than the value of east Europe’s entire 
trade with the west in either of the last 
two years of that five-year plan. If the 
accumulating negative balance against 
the German Democratic Republic in 
its “internal” trade with the West 
Germany is added to the cast’s debt west¬ 
wards the growth in eastern debt in the 
last five years is almost $29 billion. 

This growing debt is too much for even 
the greatest of the Comecon states to 
ignore. While the smaller states of 
east Europe are planning, optimistically, 
to increase their exports westwards by 
20 per cent a year in the new plan period 
(1976 to 1980) and to reduce imports by 
10 per cent the Moscow Narodny Bank 
somewhat airily sees the whole debt pro¬ 
blem as solved by 1980. These plans 
and forecasts are regarded sceptically in 
the west where the east is credited with 
the capacity of reducing its rate of 
growth in debt by one billion dollars in 
the new five-year plan as a maximum per¬ 
formance. 

While there must be some allowance 
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for the poor harvests last year in the 
Soviet Union, Poland and Rumania it is 
significant that the unusually low figure 
of 4.3 per cent as a growth rate for Soviet 
industry in the new plan is to be achieved 
only by severe rationalising and economy. 
Growth, if achieved, will be largely the 
result of spending less rather than earn¬ 
ing more. 

Hungary has raised retail prices 
this year in order to reduce the 
buying-capacity of the population. Sugar 
is half again as expensive in Hungary as 
last year. Those buying petrol or doing 
any building are being made to realize 
that these are luxuries. Poland, also 
is to have a lower growth rate and wage 
increases are falling from 40 per cent to 
16 per cent. In Rumania, with the 
lowest standard of living in east Europe, 
there is already a severe shortage of es¬ 
sential food, with long queues before 
grocers’ and butchers’ shops. Despite 
the continual official urging for more 
production, slack working and loss of 
working time arc constant complaints. 
Prague’s “Rude Pravo” reported recent¬ 
ly that a total of 20 million working days 
were lost in Czechoslovakia during 
1975. 

demanding consumers 

At the same time, the east European 
consumers—not least in the Soviet Union 
—are becoming more demanding and 
more sensitive to what their morey buy. 

The sentiment is so strong that even the 
Soviet press has been obliged to open its 
columns to consumers’ complaints. The 
Soviet citizen complains that really good 
quality food is available—at double the ^ 
official price--in the “free” market and /| 
asks why it should not be available also 
in the government shops. The price of 
alcohol has been doubled in an attempt 
to keep purchases to essentials; anything 
like luxury articles or long-wearing goods 
are as expensive to the Muscovite as to 
the Londoner. Rents have been raised 
so that every Soviet citizen has to spend 
at least one-fifth of his income to keep a 
roof over his family’s head. 

The persistence of a comparatively low 
standard of living, insufficient output 
from factories and farms and of work- 
avoidance in east Europe emphasizes the 
lop-sidedness of its achievements induced 
by an unyielding priorities system. The 
steadily growing backlog of commercial 
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debt-oasts doubt on east Europe’s real 
value as a trading partner, especially to 
an economic system based on free move* 
ment of cash and credits based on con* 
fidence. 

The west’s political need to maintain 
as foil employment as possible has 
been east Europe’s economic bonus. 
To same extent, also, east Europe gains 
by standing aside with an artificially valu* 


ed currency from the current world 
efforts through the IMF to meet the 
world’s monetary problems. It stands as 
aloof as possible from world oil price 
problems, though taking maximum ad¬ 
vantage in selling its own oil, and takes 
no part in the latest effort to negotiate 
a "new world economic order” in the 
multi-sided conference in Paris convened 
again on February 11. 


How far this aloofness combined with 
widespread indebtedness can be main¬ 
tained in a world seeking to move steadily 
closer together must be problematical. 
What appears to be clear, judging from 
its own consistent efforts to trade and 
seek industrial cooperation, is that the 
east realizes it cannot live alone, however 
much it tries in matters of world econo¬ 
mic cooperation to stand permanently 
on the sidelines. 


International fund for farm —— 

i § 

Thomas Eichler development 


The agreement reached in Rome on 
February 6, 1976, to establish an Inter¬ 
national Fund for Agricultural Develop¬ 
ment (IFAD) is one of the major steps 
taken so far in carrying out the directives 
of the World Food Conference, held in 
1974. Seventy-five industrialized, deve¬ 
loping and oil-producing countries un¬ 
animously agreed on the details of the 
ftmd after ten days of intens ive d iscuss ions. 
The nations were acting to carry out reso¬ 
lution 13 of the World Food Conference, 
which says: “An International Fund for 
Agricultural Development should be esta¬ 
blished immediately to finance agricultural 
development projects primarily for food 
production in the developing countries.” 

The conference called for the creation 
of the fund because of the recognition that 
the final solution of the world food pro¬ 
blem lies not in incieasina food aid to 
needy countries, but in helping those 
countries to satisfy their own food needs. 
The charter agreed to in Rome provides 
that the fund will be an agency of the 
United Nations, working through the 
appropriate existing UN agencies, and 
when possible, through local institutions 
in the developing countries as well. The 
document also declares that ftmd money 
will go primarily to the poorest 
countries. 

OPEC's commitment 

A major development in the Rome talks 
was the commitment by the Organiza¬ 
tion of Petroleum-Exporting Countries 
to make a considerable cotribution to 
the new fund out of its own development 
ftmd. The financial goal of the backers 
of IFAD is a ftmd of $ 1,000 million. 
Industrialized countries are expected 
to contribute about $ 500 million 
and it is believed that the OPEC will 


countribute the other half, based on 
previous statements by individual oil- 
producing countries. 

The US Congress has already authori¬ 
zed a contribution of $200 million for the 
new fund, provided that the total 
does reach SI,000 million and the 
contributions arc eaually balanced bet¬ 
ween the OPEC and the industrial nations 
of the Organization for Economic Co¬ 
operation and Development (OECD). 
One of the difficulties resolved in the 
latest Rome negotiations on IFAD was 
the question of voting rights. Develop¬ 
ing nations wanted equal, single votes 
for each country. But both the indus¬ 
trialized and the oil-producing countries 
who are contributing the money insisted 
on weighted voting to give them a mea¬ 
sure of control over how fund money 
will be spent. 

voting procedure 

The charter agreed to on February 
6 provides for weighted votes on 
financial matters and equal voting on 
other issues. The charter now is to be 
sent to the Secretary General of the UN 
alohg with the request that he convene a 
conference to establish the new fund 
officially and to accept specific money 
pledges from all donor countries. 

In a related development at United 
Nations headquarters in New York, the 
United States announced that it will 
make a $ 188 million contribution for 
the operation of the UN’s World Food 
Programme in 1977-78. The programme, 
which is separate from the IFAD and has 
been in operation since 1963, accepts food 
and cash contributions from countries 
around the world and sends the food to 
areas of need. It is the world’s largest 
multilateral food aid institution, and 
its chief goal has been to promote econo¬ 


mic and social development through the 
supply of food to people working on 
development projects. The US contribu¬ 
tion will include S 155 million in com¬ 
modities, $30 million in shipping services 
and $3 million m cash. Tnc pledge re¬ 
present 25 per cent of the programme’s 
$ 750 million target for the two-year 
period, and is a 34 per cent increase over 
the US pledge for the previous two years. 

food for poaco 

The contribution comes out of the bud¬ 
get of the US Food for Peace Programme, 
and as such is subject to Congressional 
appropriation, the availability of com¬ 
modities, and to the condition that the 
US contribution cannot exceed approxi¬ 
mately 25 per cent of the total contribu¬ 
tion of all governments. This contribu¬ 
tion to the World Food Programme is 
only a small part of the total US fbod aid, 
or “Food for Peace” programme. For 
example, the projected budget fot this 
programme in the single year beginning 
next October is $ 1,250 million. Plans 
call for the shipment of 6.2 million ton¬ 
nes of commodities under the US pro¬ 
gramme during that period. 

Assistant Secretary of Agriculture 
E. Richard Bell announced the US pledge 
to the World Food Programme in a meet¬ 
ing at UN headquarters. Said Mr Bell: 
•The current US food assistance pro¬ 
gramme places great stress on the need to 
help the neediest people in the poorest 
countries. These people, often in hard- 
to-reach rural areas, are the ones most 
likely to be left out of the development 
process. We suggest that the world 
food programme, as well, might focus 
neater attention on the most«needy. 
While we realize that these groups are 
the most difficult to reach, this fact must 
not drter us.” 
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One of the charges 

levelled against the Karunanidhi minis- 
try is that, under its dispensation, DMK 
men felt completely free to interfere with 
the administration by pressurizing offi¬ 
cials at all levels. This complaint is sub¬ 
stantially true and the now defunct DMK 
government certainly deserves to be con¬ 
demned on this account. But then, it 
must be admitted in all fairness that mem¬ 
bers of the party in power, whether in 
Tamil Nadu or elsewhere, trying to exer¬ 
cise undue influence on government offi¬ 
cials has been a norm of conduct with 
politicians in our country. It has been 
only during rare periods under the autho¬ 
rity of even rarer men that those belong¬ 
ing to a ruling political party have been 
discouraged from making illegitimate use 
of their political position to obtain pre¬ 
ferential treatment from government offi¬ 
cials for themselves or for those whom 
they favour. When Rajaji was chief 
minister, he not only forbade his party- 
men to approach government officials with 
improper demands or requests, but also 
saw to it that his edict stuck. The i igid 
standards he set then could not be main¬ 
tained even by Kamaraj although it must 
be said to the credit of the latter that 
he went to great lengths to encourage 
government officials to resist unwarran¬ 
ted pressures from his partymen. Such 
exceptional instances apart, politicians 
tottering in the corridors of power have 
always considered it their prerogative 
to have government officials do their 
bidding. 

Incidentally, in the seme 

editions of local newspapers in which 
the Tamil Nadu governor's report to the 
centre on the functioning, or rather the 
malfunctioning, of the DMK ministry 
was published, there was also a report of 
a meeting of the Congress parliamentary 
party at which one of the speakers made 
the amazing suggestion that, for the effec¬ 
tive implementation of the 20-point pro¬ 
gramme, it would be necessary to ensure 
that the administrative machinery should 
be completely subordinated to the party 
cadre. He ciowned his suggestion with the 
additional recommendation that “MPs 
and MLAs should be picked up as com¬ 


missioners or administrators’*-—whatever 
that might mean. It may be argued that 
there is a difference between politicians 
interfering with government officials for 
illegitimate purposes and political wor¬ 
kers being associated with the adminis¬ 
tration for the more effective implemen¬ 
tation of programmes for the benefit of 
the people. This contention is not as 
innocent as it sounds. It should be borne 
in mind that little Caesars are easy to 
breed but difficult to choke off. There is 
therefore everything to be said for dis¬ 
couraging politicians from fouling the 
waters of the administration—and this 
applies as much to men of other political 
parties as it is thought to do to men of 
the DMK. 

This brings me to the 

rather extraordinary role which Mr 
Sanjay Gandhi seems to be playing now¬ 
adays. In several public statements he 
has been referring to the good work that 
has been or is being done in the capital 
by way of clearance of slums, removal of 
jhug^is and jhompris and unauthorized 
constructions generally accompanied by 
arrangements for the resettlement of the 
affected families. He has also been claim¬ 
ing, directly or by implication, that the 
capital owes all this to his initiative or 
intervention. This may well be true, but 
then the question arises what precisely 
his official position may be in this exer¬ 
cise. 

Quite a few of us besides Mr Sanjay 
Gandhi may be as keen as he is on having 
Delhi cleaned up, but it is not given to all 
of us to give orders to the Delhi adminis¬ 
tration or its various functionaries and 
see them carried out. Mr. Gandhi ap¬ 
parently is in this privileged position. I 
for one do not grudge him this authority 
since I sincerely feel that my fellow-citi¬ 
zens and myself are benefiting from his 
zeal. Nevertheless, I do wish the situa¬ 
tion is ‘regularized’ as they say in certain 
cases of human relationships. In fact, 
it would not be a bad idea for Mr Sanjay 
Gandhi to take over the Delhi administra¬ 
tion for a period as “emergency adminis¬ 
trator.” Our constitutional framework 
has become flexible enough to admit of 
such administrative innovations. The 


country will certainly benefit from such 
an arrangement and so also Mr GandlU 
since it would contribute to his gaining 
regular administrative experience. 

The Hindu has no 

doubt been called names during its fairly 
long life but I do not think that jt has ever 
been called the ‘Thunderer’ of Madras, 
This is in spite of the fact that there cer¬ 
tainly were occasions when The Hindu 
did thunder. I remember, for instance, 
the crusade which it carried on with such 
vigour and verve against Rajaji’s Debt 
Relief Act in the thirties. Those were 
days when this ‘national’ newspaper was 
not shy of revealing that it had only one 
constituency, namely the mirasdars of 
Tanjore. I do not expect the present-day 
mandarins of Kasturi Buildings to 
thank me for reminding them of that parti¬ 
cular page in the copy-book of their illus¬ 
trious House. Nevertheless, facts are 
sacred—or at least they are still supposed 
to be to some if not all breeds of news¬ 
papermen. 

Having thundered against Rajaji’s Debt 
Relief Act some forty years ago The 
Hindu , apparently, has been waiting for 
the next opportunity to write a thunder¬ 
ing editorial. That hour struck for it 
with the issue of the Proclamation im¬ 
posing president’s rule on Tamil Nadu. 
Showing that it too could be valorous 
when valour happened to travel hand in 
hand with prudence. The Hindu wrote a 
mighty editorial blasting the DMK 
ministry for all its lapses of the last nine 
years. I confess that, unlike Queen 
Victoria, I was extremely amused, for I 
could not remember a single occasion in 
all the years of DMK rule when The Hindu 
had uttered so much as a whispered word 
against the administration of the state by 
that party or the public conduct or activi¬ 
ties of its members. On the contrary The 
Hindu had not only been following faith¬ 
fully the maxim of letting sleeping dogs 
lie, but also painstakingly fanning som¬ 
nolent canines so that they might not be 
disturbed in their sleep by hovering flies. 
The truth is that there is all the difference 
between a great newspaper and one that 
simply settles for being safe and pros¬ 
perous. 


MOVING 

FINGER 


Two separate national 

memorial committees with Mrs Indira 
Gandhi as their common head have been 
set up for Kamaraj and L.N. Mishra. It 
may be assumed that the memorials will 
not take the form of statues whioh are 
abruptly in disfavour in high places. 
All the same it is desirable that the public 
should be given in advance an idea of how 
much money is intended to be collected 
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and how thg foods when collected are pto- 
posed to be utilised. Companies an re¬ 
quired to issue prospectuses when they in¬ 
vite public subscriptions for their capital. 

1 A similar procedure will not be out of 
place when funds are sought to be collected 
for public or other purposes. 

Kamaraj at the time of 

his death, was a politician out 
of office, but he was still a national 
figure. L.N. Mishra, so cruelly 
assassinated in his prime, was a func¬ 
tioning minister of the central govern¬ 
ment. I had considerable affection for 
Mishra as a genial and large-hearted 
human being, but I must point out that 
he was not a national figure. These 
points about Kamaraj and Mishra do 
cause some confusion about the precise 
character of the memorial committees. 
The Kamaraj committee seeks to establish 
a memorial or memorials for a man 
whose best memorial must be his self¬ 
less service in the cause of his country 
and its people. Kamaraj, moreover, has 
already been abundantly commemo¬ 
rated—by statues besides other forms of 
memorials. As for Mishra, he was a well¬ 
loved partyman to whom the party owes 
much. Some of this debt is being dis¬ 
charged by the facilities and amenities 
which the government has rightly allowed 
to his widow. If his party desires to do 
more to discharge its debt to him, it has 
every right to do so. The question how¬ 
ever arises whether it is at all proper for 
central ministers to act as conveners of 
such fund-collecting committees. If I 
am not mistaken, there is a convention 
that politicians holding office should keep 
away from such engagements. 

Mr T.A. Pal is the convener for the 
Kamaraj memorial committee and Mr 
Bans! Lai for the Mishra memorial com¬ 
mittee. I am prepared to lay a bet that 
the Bansi Lai committee will be able to 
collect more money more quickly than 
the Pai committee. For the benefit of 
those who may be rash enough to take 
this bet I would point out—although this 
would be against my interest—that the 
Mishra memorial committee has the 
added advantage of having Mr Rajnl 
Patel as one of its members. 

The late Gujarmal Modi 

was truly a phenomenon in the industria¬ 
lization of our country. Within a rela¬ 
tively brief period he built up with his 
own two hands an industrial complex, 
rich in depth and diversification, result- 
oriented and welfare-inclined. That he 
did so in a part of the country which had 
been lagging behind other regions in 
industrialization emphasized his work 
and worth as a pioneer. This eminent 


industrialist has built well and built for 
the future. This alone should be 
honour enough for him and his name is 
not in need of being remembered with 
the aid of honorifics bestowed on him by 
governments of the day. 

It is true, however, that he himself 
persisted in the rather curious habit of 
using along with his name the title of 
Rai Bahadur given by the British govern¬ 
ment in India and the Republic Day 
award of Padma Bhushan which went to 
him in 1968. But this does not sufficient¬ 
ly explain why the- Rashtrapati Bhavan 
secretariat should have spoken of "Padma 
Bhushan Gujarmal Modi” in the presi¬ 
dent's message of condolence or the vice- 
president's staff should have talked of 
"Rai Bahadur Seth Gujarmal Modi” in 
Mr Jatti’s condolence message. I find 
that Mr Y.B. Chavan, Mr K. Brahma- 
nanda Reddi and some other governmental 
worthies have also erred in this manner. 
For their benefit particularly I would like 
to recall that government titles of pre¬ 
independence days were abolished when 
our country became independent. As 
for Republic Day awards, there is an 
express condition attached to them that 
they are not to be used as honorifics. 

Mr D.K. Borooah, I am glad to say, 
scores a point; his condolence message 
simply mentioned “Shri Gujarmal 
Modi.” May his—I do not mean Mr 
Borooah’s , for I am sure he has many 
more years of useful service to perform 
for his party and his country—may the 
late Gujarmal Modi's memory be for ever 
green in the minds of his countrymen 
and in the hearts of the people of the 
Modi Industrial world which ne so lov¬ 
ingly created. 

How history doth cheat 

usl Great events take place under one’s 
nose without one being any the wiser for 
it. For instance, we have been living 
through a "dynamic decade” without 
many of us at all knowing anything 
about it. As a result, the govern¬ 
ment in New Delhi has to put itself 
out to draw our attention to what 
we have been missing. Again, to how 
many of us was January 21 last any¬ 
thing more than just another day? All 
the same it was very much more than one 
more date in the calendar. Indeed, an 
Air France advertisement has hailed it as 
"Day l of Mach 2.” The British Air¬ 
ways has proclaimed, "The Future Begins 
Toaay.” 

What is the event that is supposed to 
have made January 21 so important histo¬ 
rically? This, to quote British Airways 
again, is the "start of the supersonic era” 
or, in other words, the inauguration of 
the Concorde commercial supersonic 


flights. On that day a Concorde took 
off from Paris at lunchtime and was in 
Rio de Jeneiro in time for tea. Another 
Concorde, taking off at 11.30 a.m. from 
London’s Heathrow airport, covered some 
3,500 miles in under four hours, one hour 
48 minutes of them super sonic and arrived 
in Bahrain more than two hours quicker 
than the fastest subsonic jet. 

Pitching expertly into a sales talk, Dr 
Frank Preston, principal medical officer 
of British Airways, claims that travel by 
Concorde could be just what the doctor 
ordered for the busy and stress-prone exe¬ 
cutive. According to him, supersonic 
travel offers three major advantages over 
subsonic: it reduces travelling time dra¬ 
matically so leading to less disorientation 
of the body; since cabin pressure is equal 
to an altitude of 5,000 feet, as against 
7,000 feet on a subsonic jet, there is less 
reduction in oxygen levels which makes 
breathing easier; and the fact that Con¬ 
corde flies at higher altitudes—up to 
60,000 feet—compared with subsonic jets, 
means less turbulence in flight with a less 
tiring effect on passengers. 'No wonder 
the US government has granted landing 
rights for Concorde flights on a 16-montn 
trial basis despite so much hostile lobby¬ 
ing by domestic interests. The Americans 
arc notorious for wanting to pamper 
their business executives. 

Early in January it was 

reported in the press in the UK that the 
Shah of Iran had “cancelled his booking 
for next Winter Olympics in Innsbruck. 1 ’ 
This however had nothing to do with 
Iran or its government having fallen on 
lean days due to declining oil revenues. 
The Shah changed his mind, it appears, 
because of considerations of security 
following the kidnapping of OPEC minis¬ 
ters in Vienna in December last year. 
Iran’s oily affluence, however, is not what 
it was. The Iranian government’s latest 
budget, presented at the beginning of this 
month, decloses a deficit of $ 2.4 billion 
with spending plans of $45 billion and 
revenues of only $42.6 billion. This is 
the first time in six years that the country 
has run a budget deficit. Official spokes¬ 
men in Tehran have not been slow to dec¬ 
lare that, if oil revenues continue to fall, 
Iran will have to revise its foreign aid 
policy. 

Speaking of British press reports, The 
Guardian (London) had a gem of a cap¬ 
tion in one of its recent issues: “Bhutto 
takes the Gandhian 
path.” Although the 
year is young, I 
make bold to suggest 
that this is and will 
be the best newspaper 
headline of 1976. 
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TRADE 

WINDS 


Raw Material For 
Plastic Goods 

The ministry of Industry and 
Civil Supplies has taken steps 
to ensure the supply of essen¬ 
tial raw materials to small scale 
industries producing plas¬ 
tic processed goods such as 
woven sacks, plastic film, plas¬ 
tic buckets, fishing nets and 
industrial components. The 
decision was taken earlier at 
a meeting of large-scale manu¬ 
facturers of high-density poly¬ 
ethylene (HDPE) and low-den¬ 
sity polyethylene (LDPE) con¬ 
vened by the ministry. HDPE 
and (LDPE) are the two essen¬ 
tial raw materials for the plas¬ 
tic goods industry. Arrange¬ 
ments have also been made to 
import these raw materials in 
order to ensure adequate pipe¬ 
line stocks during the next few 
months. Small-scale units in 
the backward districts will 
particularly benefit as a result 
of the steps taken by the 
government. There are about 
4,000 units in the small-scale 
sector manufacturing plastic 
goods of various types. A 
large number of these arc 
located in rural areas and 
backward districts. The minis¬ 
try has decided that facilities 
of bank guarantees would be 
extended to these units in or¬ 
der to prevent locking up of 
capital of the small units in the 
rural and backward areas in 
despatch of supplies by the 
manufacturers. 

Special Handloom 
Rebate 

With a view to enable clca- 
lance of accumulated hand- 
loom products, the govern¬ 
ment announced in December 
1975 a special scheme of rebate 
at the rate of 20 per cent on all 
retail sales of handloom pro¬ 
ducts till the end of January, 


1976. As per the scheme, the, 
central government will con¬ 
tribute ten per cent of this 
special 20 per cent rebate sub¬ 
ject to a matching contribution 
of 10 per cent by the state 
governments. Almost all the 
state governments have in¬ 
troduced the scheme from the 
middle of December, 1975. 
The government has now deci¬ 
ded that the special scheme of 
rebate may continue till the 
end of February, 1976 on the 
same terms and conditions in 
order to clear the accumula¬ 
ted handloom stocks to the 
maximum extent and therebv 
further help the poor harnf- 
loom weavers in the decentra¬ 
lised sector. All the state 
governments have been advi¬ 
sed suitably to extend the 
scheme upto the end of Feb¬ 
ruary, 1976. 

Shipping Team for Iran 

A shipping delegation will 
leave for Iran shortly to 
explore the possibilities of ex¬ 
pediting the process of export 
shipments and the delivery of 
consignments to that country. 
Admiral S.M. Nanda, chair¬ 
man of the Shipping Corpora¬ 
tion of India stated recently 
that the delegation might also 
discuss the possibility of re¬ 
servation of a berth at Iranian 
ports for members of shipping 
conferences that serve trade 
routes from the cast and west 
coasts of India to the West 
Asian (Gulf) ports. The deten¬ 
tion of vessels carrying Indian 
exports to Iran, particularly 
to Khorramshahr port, has 
now become a cause of con¬ 
cern for want of an allocation 
of a berth, aships have to wait 
for more than 180 days. Ship¬ 
ping companies had to pay 
congestion surcharge to the 
ports there. The inordinate 
delay in getting berths compel¬ 


led them to levy such a sur^ 
charge. Huge quantities of 
export goods were being sent 
to Iran by shippers from 
Europe by road because of 
congestion at Iranian ports. 

Passenger Car Industry 
to Diversify 

In view of the decreasing 
demands of passenger cars and 
the consequent problems faced 
by the car industry, the govern¬ 
ment has decided that under¬ 
takings engaged in the manu¬ 
facture of passenger-cars can 
now diversify their production 
within the group of industries 
falling under Schedule 7(5) 
namely, “Automobiles (motor¬ 
cars, buses, trucks, motor¬ 
cycles, scooters and the like)" 
and also the industries falling 
under Schedule 8, namely, 
“Industrial Machinery’* and 
Schedule 9, namely, “Machine 
Tools”. This diversification 
will be permitted within the 
overall licensed capacity of 
the undertakings on the basis 
of a special procedure. The 
passenger-car industry will 
not be permitted to diver¬ 
sify their production to those 
items which are reserved for 
development in the small-scale 
sector. 

All types of passenger- 
car undertakings can avail 
of this facility. For this pur¬ 
pose, the undertakings will not 
have to go through the usual 
procedure for industrial ap¬ 
proval. The Joint Secretary in 
the Department of Heavy In¬ 
dustry has been authorised to 
receive applications for such 
diversification and to accord 
necessary approval. Applica¬ 
tions for such diversification 
will be dealt with speedily and 
the final disposal will be com¬ 
municated to the party within 
a period of two months. Those 
undertakings which are in¬ 
terested in availing of this 
facility of diversification are 
required to submit 5 copies 
of their applications in 'Form 
IL’ to the Joint Secretary in 
the Department of Heavy In¬ 
dustry. > 

This decisions has been 
taken by the government in 
pursuance of its policy to per* 


tnit fuller limitation of exist¬ 
ing installed capacities in 
various industries. The go¬ 
vernment have already taken j 
number of steps and announ^ 
ccd special procedures Tor 
according diversification facili¬ 
ties to industrial undertakings 
engaged in the manufacture of 
industrial machinery, machine- 
tools, electrical equipment, 
and steel castings, etc. <• 

Natural Rubber Price* 

Mr Vishwanath Pratap 
Singh, deputy minister of 
Commerce stated in the Lok 
Sabha that the price of natural 
rubber had been showing a*> 
downward trend since the 
middle of 1975. The price at 
one stage touched a figure of 
Rs 665 per quintal against an 
average price of around Rs 
800 per quintal till July 1975. 
A series of meetings were held 
in the Commerce ministry 
with the growers of rubber, 
representatives of tyre manu¬ 
facturers and other consumers 
of rubber. It was found that 
the prices were sagging because., 
of the inability of the xnanu-^ 
facturing industry to maintain! 
their rubber stocks for two and* 
half months which they were 
generally supposed to do. 
An appeal was, therefore, made 
to the industry to maintain the 
normal stock in order to give 
relief to the growers who were 
forced to hold abnormally 
high stocks. The tight credit 
conditions in the country pre¬ 
vented the manufacturers from 
holding such stocks. They 
already had a high inventory 
of finished goods held in stock 
by them. '*4 

Surplus Rubber 

The deputy minister after 
a meeting with the Industrial 
Adviser, Directorate General 
of Technical Development and 
the Chairman, Rubber Board/1 
agreed that taking into con¬ 
sideration the anticipated con¬ 
sumption of rubber during 
1975-76 by the industry, there 
would be some surplus of 
natural rubber after providing 
for the required buffer stock: 
in the country for four months * 
requirements. The government 
was seriously considering a 
solution to the problem of low 
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price created by the surplus 
rubber and also the inability 
of the manufacturing industry 
to increase their offtake. 

Madhya Gang* Canal 
Project 

The Planning Commission 
has accepted the Madhya 
Ganga Canal Project in Uttar 
Pradesh. The scheme is esti¬ 
mated to cost Rs 660 million. 
The project envisages the con¬ 
struction of a barrage across 
the river Ganga at Raohghat 
near Bijpor, just downstream 
of the confluence of the Solan i 
river. A canal with a head 
discharge of 8280 cusccs is 
proposed to be taken off from 
the right bank of the barrage. 
It would be 115 km. long and 
join the Upper-Ganga canal 
at 176 km. near Dehra regu¬ 
lator which is the off taking 
point of the Mat Branch. 
Theicafter a 114 km. long 
channel is proposed to be 
constructed parallel to the 
existing Mat Branch to pro¬ 
vide additional supplies for 
paddy irrigation of 1,78,000 
hectares in the upper-Ganga 
canal system in areas which 
are at present tubewell areas 
and grow Jowar, bajra and 
maize. 

Conditional Supplies 

The additional khanf sup¬ 
plies ate proposed to be dis¬ 
tributed among Anupshahr 
Branch 900 cusecs, Jahangira- 
bad Branch 2270 cusecs, Mat 
Branch 2085 cusecs. Parallel 
Mat Branch 1955 cusccs, 
Amarpur Duty 460 cusccs. 
Channels of Upper Ganga 
Canal below Denra Regulator 
330 cusecs. The intensity of 
irrigation in the upper Ganga 
canal system is proposed to 
be enchanced from 55.6 per 
cent to 68.5 per cent. The 
canal is proposed to run for 
125 days between June and 
October every year. Its catch¬ 
ment area would be 1.3 mil¬ 
lion hectares and provide addi¬ 
tional irrigation for 1,78,000 
hectares for rice.' 

Foreign Collaborations 

During 1975, 59-Indo-Ger- 
man collaborations have been 
sanctioned by the govern¬ 
ment. Germany is leading 
amongst the collaborators. 


tlie second position is held by 
USA with 55 now sanctioned 
agreements, followed by UK 
with 54, Japan with 23 and 
France with 13. In 1974, 
USA was leading with 79 new 
agreements, follows by Ger¬ 
many with 71, UK with 59, 
Switzerland with 33 and Japan 
with 28. Between 1957 and 
1975 most of the Indo-Forcign 
collaborations have been sanc¬ 
tioned for UK with 1108 
agreements, followed by USA 
with 866, Germany with 780 
and Japan with 432. At pre¬ 
sent, about 360 Indo-German 
collaborations arc working. 
The others have in the mean¬ 
time ceased to exist, or have 
never reached the stage of 
production due to various rea¬ 
sons. 

Output of Non-Ferrous 
Metals 

Production of Aluminium, 
Copper, Zinc, Lead and Gold 
recorded a sizeable increase 
during the postemergcncy per¬ 
iod, due to improved industrial 
relations. During July-Dec- 
ember 1975, the production of 
aluminium metal during the 
period was 97,274 tonnes as 
against 69,147 tonnes durmg 
January to June 1975 record¬ 
ing an increase of 28,127ton¬ 
nes or 41 per cent. The in¬ 
crease as compared to the pro¬ 
duction in July-December 

1974 was 44 per cent. The pro¬ 
duction of aluminium metal 
during 1975 was 166,421 ton¬ 
nes as against 128,913 tonnes 
m 1974 recording an increase 
of 30 per cent in production. 
The production during the cur¬ 
rent fiscal year 1975-76 is esti¬ 
mated to be 185,000 tonnes as 
against the last year’s figures 
of 126,551 tonnes. 

The production of copper 
metal during July-December, 

1975 was 10,208 tonnes of 
blister copper and 7,434 
tonnes of wire bar. The 
production of blister copper 
during the calender year 
1975 was 22,947 tonnes* as 
against 12,505 tonnes in the 
previous year and of wire bar 
12,289 tonnes in 1975 against 
8,473 tonnef in 1974 record¬ 
ing an increase of 76 per cent 
in the production of blister 
copper and 45 per cent in wire 
bar. The estimated produc¬ 


tion of blister copper during 
1975-76 is expected to be 21,000 
tonnes and of wise bar 14,000 
tonnes as against the actuals 
of 15,801 tonnes of blister 
copper and 8,530 tonnes of 
wire bar durmg 1974-75. The 
figures will show that the pro¬ 
duction in July-December 1975 
of blister copper was about 
double than the production in 
the corresponding period last 
year. 

Higher Frodnctton 

Similar progress was made 
in production of zinc and lead. 
The production of zinc during 
July-December 1975 was 
14,132 tonnes as aga mst 11,584 
tonnes during January-June 
1975 and 11,031 tonnes in July- 
December, 1974. The produc¬ 
tion of lead during July- 
December 1975 was 2,569 
tonnes as against 2,191 tonnes 
during the corresponding pe¬ 
riod last year. The produc¬ 
tion of zinc during 1975 was 
about 25,716 tonnes against 
21,103 tonnes in 1974. The 
corresponding figures for 1975 
for lead was 4,769 tonnes as 
against 3,986 tonnes in 1974. 
The production durmg the cur¬ 
rent fiscal year is expected to 
be 5,500 tonnes of lead against 
4,109 tonnes tn the previous 
fiscal year. The production 


of zinc is expected to be 29,000 
tonnes during 1975-76 as 
aga mst 21, 978 tonnes m 1974- 
75. Durmg July-December 
1975 the production of Gold 
was 15,50,643 grammes as 
against 12,54,221 grammes 
during January-June 1975 and 
15,47,665 grammes during 
July-December, 1974. The pro¬ 
duction durmg the current 
fiscal year is estimated to be 
over 2.9 million grammes as 
against about 3 million 
grammes m the previous fiscal 
year. The fall m production 
is due to strike in BGML from 
March 31, 1975 to May 15, 
1975. 

TIIC 

The total assistance sanc¬ 
tioned by the Tamil Nadu 1 In¬ 
dustrial Investment Corpora¬ 
tion Ltd., during the 21 months 
period ended December 31, 
1975 m respect of 931 applica¬ 
tions had amounted to Rs 
32.60 crores, as against only 
Rs 64.61 crorcs sanctioned m 
respect of 951 cases in the en¬ 
tire previous period of 25 years 
ended March 31, 1974. The 
number of sanctions accorded 
during the 21 months were 
almost the same as m the pre¬ 
vious 25 years, whereas the 
assistance sanctioned formed 
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over 50 pet cent. Likewise, 
disbursements during the 21 
months period were of the high 
order of Rs 17.58 crores, as 
against only Rs 56.33 crores 
during the 25 years period. 
The assistance sanctioned was 
spread over all the districts 
of Tamil Nadu as also 
Pondicherry. The outstand¬ 
ing assistance stood at Rs 
45.93 crores, as against Rs 
31.41croresasMarch31,1974. 
Assistance to units in the in¬ 
dustrially less developed areas 
had also shown a remarkable 
increase during the period, in 
that it had amounted to Rs 
16.98 crores in respect of 403 
applications, as against only Rs 
21.24 crores in respect of 317 
applications in the entire pre¬ 
vious period. The amount of 
assistance to backward areas 
had amounted to 52 per cent 
of the total sanctions during 
the period under review. 

Assistance sanctioned to 
small-scale sector during the 
period of 21 months had 
amounted to Rs 11.28 crores 
in respect of 757 applications, 
which compared to only Rs 
7.61 crores in respect of 395 
applications in the entire pre¬ 
vious period. Assistance un¬ 
der a foreign exchange lmc of 
credit to the extent of Rs 18 
crores extended by the Inter¬ 
national Development Asso¬ 
ciation to all the SFCs in the 
country had amounted to Rs 
6.86 crores upto December 
31, 1975, comprising of rupee 
assistance of Rs 3.60 crores 
and foreign exchange assis¬ 
tance of Rs 3.26 crores. 

Fertilizer Output 

During the six-month period 
ended January 1976 produc¬ 
tion of nitrogen at the six 
operating units of the Fertilizer 
Corporation of India (FCD 
reached 191,000 tonnes which 
was 20 per cent higheivthan the 
production in the correspond¬ 
ing period last year. With 
three of its units at Namrup, 
Nangal and Trombay main¬ 
taining the trend of higher 
pioduction performance FCI*s 
1975-76 nitrogen production 
is expected to touch 360,000 
tonnes by the year-end in 
March next. The Namrup, 
Nangal gad Trombay units, 


each of wbich reached new 
production highs in January, 
will have ended the 1975-76 
year with utilisation of 95 to 
100 per cent of the rgtcd£capa- 
' Cities. 

The total nutrients of NPK 
produced at Trombay in Jan¬ 
uary was 14,876 tonnes, which 
was another new record the 
previous best in monthly pro¬ 
duction being 14,190 tonnes. 
The production of nitogen 
in August 1974-January 1975 
period exceeded by 45,000 
tonnes and 112 per cent of the 
rated capacity was made. With 
the Gorakhpur expansion 
plants, started up about two 
months ago, being stabilised 
in a remarkable short period 
of time the production of 
that unit has shown significant 
improvement. 9,300 tonnes of 
Nitrogen, representing 85 per 
cent utilisation of the rated 
capacity, were produced in 
January, but for the interrup¬ 
tion in power supply Gorakh¬ 
pur’s production would have 
been higher. 

World Steel Output 

World steel production in 
1975 dropped to 651.8 million 
tonnes from 709.9 million ton¬ 
nes in 1974 and 697.3 million 
tonnes in 1973, according to 
the preliminary figures com¬ 
piled by the International 
Iron and Steel Institute. This 
is a decrease of 58.1 million 
tonnes or 8.2 per cent over 
the previous year. As in 1974, 
the USSR., with 142 million 
tonnes, ranks first among the 
steel producing countries, fol¬ 
lowed by the USA 105.97 
million tonnes, Japan 102.21 
million tonnes, West Germany 
40.42 million tonnes, China 
30 million tonnes Italy 
21.85 million tonnes, France 
21.52 million tonnes and 
UK 19.93 million tonnes. 
The nine EEC countries pro¬ 
duced an aggregate of 125.32 
million tonnes. Of last year’s 
world total, the 27 member 
countries recorded in IISI’s 
monthly statistical release pro¬ 
duced 414.05 million tonnes, 
showing a drop of 14.5 per 
cent on 1974’& figure of 484.31 
million tonnes. Their share 
in the world total slipped from 
68.2 per cent in 1974 to 63.5 


Per cent, while the share o t 
the Comecon countries, China 
and the Democratic Republic 
of Korea went up from 30.3 
per cent to 34.9 per cent. 

N«w Project In Gujarat 

Projects involving an invest¬ 
ment of Rs 3.65 crores 
have been sanctioned assistance 
of Rs 50 lakhs by Gujarat 
Industrial Investment Corpor¬ 
ation (GIIC) in the recent 
meeting of the Board of Direc¬ 
tors presided over by Chairman, 
Mr R.D. Shah. A chemical 
project with investment of Rs 
1.62 crores in the backward 
district of Broach will manu¬ 
facture 3,000 tonnes of acetic 
acid per annum. The product 
will find ready use in textile 
printing, manufacture of sol¬ 
vents, buffer salts, acetabplas- 
tics and a number of other 
chemicals besides Vinyl Ace¬ 
tate Monomer. This project 
with direct employment poten¬ 
tial for more than 60 persons 
is being set up with excellent 
Indigenous know-how and 
easy supply of principal raw 
materials produced elsewhere 
by promoters themselves. 

Engineering Projects 

An engineering project is be¬ 
ing set up with investment of 
Rs 2.03 crores will produce 
hydraulic equipment annually 
worth above Rs 1.50 crores. 
It will produce vane pumps, 
gear pumps, axial piston 
pumps, pressure relief valves, 
directional control valve and 
accumulators. The unit has 
technical and financial colla¬ 
boration from West Germany. 
The bulk of the present require¬ 
ment of hydraulic equipment is 
being met through imports 
and the project would help 
satisfy the flowing demand 
for these systems and com¬ 
ponents locally. In setting 
up the project, imports would 
constitute about 40 per cent of 
raw materials and components 
cost in the first year of pro¬ 
duction, declining to 15 per 
cent in the third year of pro¬ 
duction. The gross foreign 
exchange saving to be effected 
by the project in a normal year 
would be more than Rs 1.50 
crores. The project would 


grovkie direct employment to 
about 150 persons. 

The Corporation has also 
decided to take possession of 
the land earmarked for QBC 
projects at Palej in Broach 
District and petrochemical 
complex in Baioda. These 
will accommodate the poly¬ 
methyl methacrylate project, 
cyanide salts project, carbon 
black project and the tyre pro¬ 
ject of GIIC. So far a total of 
1011 persons have been trained 
under the Entrepreneurship 
Development Programme of 
which 451 have already started 
their industries and more 204 
units are likely to come up 
very soon in view of the pro¬ 
ject reports under preparation 
or already submitted to financial 
institutions. It is notable 
that 244 units have been 
set up with own investment 
from the trained entrepreneurs. 

Rourkela Steal Plant 

The year 1976 has augured 
well for Rourkela Steel Plant 
which has attained the rated 
capacity in saleable steel pro¬ 
duction and despatches in 
January 1976. The plant pro¬ 
duced 1,02,377 tonnes and 
despatches were 1,04,232 ton¬ 
nes. With this, the Increasing 
trend in capacity utilisation 
which began in July 1975, 
has come to cent per cent 
in January 1976. Its pro¬ 
duction record also betters 
the previous best of 100,719 
tonnes made recently. 

The Rourkela Steel Plant 
made record production for the 
seventh month in succession 
in saleable steel. In addition 
to the saleable steel the pro¬ 
duction of CAN fertiliser, hot 
metal, ingot steel, ingot steel 
rolling plate, ammonia and 
nittic acid and a number of 
by products also made a new 
monthly record in production 
during the same month. The 
production of CAN fertiliser 
was 33,141 tonnes as agaiftst 
the previous best record of 
30,628 tonnes made in Octo¬ 
ber last year. In the case of 
hot metal, the production was 
1,32,109 tonnes as compared 
to the previous best of 1,28,640 
tonnes in March 1975. This 
production was 99 per cent 
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of the rated capacity. The 
previous nest monthly pro¬ 
duction of 1,20,043 tonnes in 
ingot steel in October 1975 
.was exceeded with the pro¬ 
duction of 126,097 tonnes. 
This was 84 per cent of the 
rated capacity. The ingot 
steel reached a new height with 
1,30,299 tonnes as compared 
to the previous best of 1,25,017 
tonnes made only last month, 
utilising 87 per cent of the 
installed capacity. 

Air India 

Air India made a net pro¬ 
fit of Rs three crores during 
the first ten months of the 
current financial year, the 
Managing Director, Mr K.K. 
Unni, stated recently. Inau¬ 
gurating a new booking office 
of the airlines in Cochin, he 
said Air India’s total revenue 
during 1975-76 was Rs 193 
:rores, which was 32 p«.r cent 
more than that during tbe 
previous year. Mr Unni said 
while the government had ini¬ 
tially invested Rs 61 crorcs 
in the Corporation, Air India 
ted ploughed back Rs 90 cro- 
*es towards its capital. He 
>aid Air India would increase 
rom eight to eleven, the week¬ 
ly flight to and from the Gulf 
:ountries from April next. 

Switchgeirs for 
Yugoslavia 

With an order for nine 
notor control centres for 
Jugoslavia, Larsen and Tou- 
?ro Limited has achieved a 
striking breakthrough for its 
ailormade switchgear in the 
European market. The com¬ 
pany is supplying the equip- 
nent through Engineering Pro- 
ects India Limited, a govem- 
nent of India undertaking, 
-arsen and Toubro’s motor 
control centres will be instai- 
cd in a large coke oven and 
>y-product plant to be set up 
n Yugoslavia. The motor 
ontrol centres incorporate 
-&T’s own proven compo¬ 
nents like moulded case cir- 
uii breakers and contractors. 
? or the past several years the 
ompany has been exporting 
wide range of its switchgear— 
noth standard and tailor- 
nade—to countries in AfH- 
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ca. Middle East and Southeast 
Asia. 

Names In the News 

Mr Parks Chrestman, Mana¬ 
ging Director of Goodyear 
India will be soon leaving 
India to take up an assignment 
with Goodyear International 
Corporation. Mr Chrestman 
came to India in 1967 as Good- 


yeyw*s Sales Director, and he 
took over as Managing Direc¬ 
tor in 1971. He also served 
as< the Chairman of the Auto¬ 
motive Tyre Industry of India 
during 1975-76. 

Mr P.K. Kaul, US, has 
taken over as Chief Controller 
of Imports and Exports. Ear¬ 
lier, Mr Kaul had been joint 


Secretary in the union Depart¬ 
ment of Mines since Sep¬ 
tember, 1975. 

Mr Keshnb Mahindra, 

Chairman of Union Carbide 
India Limited has announced 
the appointment of Mr James 
Bates Law as Managing Direc¬ 
tor of Union Carbide India 
Limited. 


NATION ON THE MOVE 


Towards 
reduction of 
inequality 


The income-tax exemp¬ 
tion limit has been 
raised to Rs. 8,000 (it 
was Rs. 6,000); this 
brings relief to 7 lakh 
tax-payers. Side by 
side, new assessees 
have been discovered; 
last year 1.33 lakh per¬ 
sons were served 
notice for payment of 
income-tax. 

Today there is ample 
encouragement for per¬ 
sonal saving (savings 
up to Rs. 4,000 a year 
are totally tax-free) and 
there is punishment for 
those who seek to 
cheat the State. 


IRON WILL AND 
HARO WORK SHALL 
SUSTAIN US 

aavp wim 
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COMPANY 

AFFAIRS 


Khtndelwal Ferro 
Alloys 

Despite a setback in its work¬ 
ing, Khandelwal Ferro Alloys 
have enhanced the equity divi¬ 
dend to 12 per cent for 1975 as 
against seven per cent paid in 
1974. The immediate payment 
will be three per cent. The 
balance of nine per cent 
will be paid on deferred 
basis. The company’s turn¬ 
over dropped by 13.5 per 
cent from Rs 17.77 crores to 
Rs 15.37 crores while gross 
profit receded by 19.6 per cent 
to Rs 1.27 crores from Rs 
1.58 crores in 1974. After 
providing for sales-tax liabi¬ 
lity in respect of exports of 
ferro manganese, the company 
has provided Rs 23.08 lakhs to 
depreciation reserve as against 
Rs 29.46 lakhs in the preced¬ 
ing year, while the allocation 
to development lebate reserve 
was raised from Rs 0.09 lakh 
to Rs 1.15 lakhs. Taxation 
absorbed Rs 41.95 lakhs as 
againit Rs 75.73 lakhs pre¬ 
viously. 

Fall in Production 

The sct-back in pertor- 
nunce was partly due to 
the fall in the production of 
ferro manganese following in¬ 
creased power cuts imposed by 
the M3EB. Restrictions on 
the export of ferro manganese 
also affected the company's 
performance. The export of 
steel tubes was adversely affec¬ 
ted by a sharp fall in world 
prices and the absence of ade¬ 
quate export assistance. Late 
in the year the government 
granted a compensatory cash 
support of 10 per cent, but 
that help was neutralised by 
the non-refundable taxes. 

The domestic demand for 
ferro manganese is likely to 
rise significantly with the co¬ 
missioning of the Bokharo 
steel plant but the world pri¬ 


ces have dropped and aie ex¬ 
pected to remain at the current 
low levels for some time. The 
deteriorating power supply 
in Maharashtra has also 
been causing concern, the 
manufacture of ferro man¬ 
ganese being a power 
intensive industry. The sup¬ 
ply position in respect of raw 
materials for the tube mill has 
improved and consequently 
a larger quantity of pipes will 
be available for exports. By 
and large the company hopes 
to maintain its peifoimance 
during the current year if the 
governments policies are more 
helpful. 

Gujarat State 
Fertilizers 

Gujarat State Fertilizers 
Company Ltd, is a joint ven- 
true launched by the Gujarat 
government. It was in April 
1965 that the government of 
Gujarat pioneered this unique 
project by investing Rs 5.88 
crores in the equity and pre¬ 
ference share capital of this 
company. The remaining in¬ 
vestment of 51 per cent in the 
share capital was made by the 
financial institutions, the far¬ 
mers and the people of Gujarat. 
It is significant that with a 
capital base of Rs 12 crores and 
the loan assistance from the 
financial institutions, the com¬ 
pany was able to complete its 
first phase and second phase 
plants valued at Rs 63 cro¬ 
res within the project cost. 
The company, thcxeafter,took 
up the project of setting up the 
caprolactam facility at a cost 
of Rs 35 crores. The bulk of 
the finances necessary for this 
project were generated by the 
company from its own opera¬ 
tions. 

The company has maintain¬ 
ed a reasonable rate of divi¬ 
dend, beginning with eight per 
cent in 1969-70 to 20 per cent 


in 1972-73, the highest equity 
dividend paid by it. In the 
subsequent two years, the com¬ 
pany has paid dividend at the 
rate of 12 per cent, the maxi¬ 
mum permissible under the 
government's current restric¬ 
tions. The company’s per¬ 
formance in terms of profit 
was excellent in the year 1974- 
75. The board of directors 
declared during 1974-75 bonus 
shares in the ratio of one share 
for every three equity shares 
held by the shareholders. 
GSFC has been able to return 
to the government of Gujarat 
its share of investment in the 
form of dividend to the tune of 
Rs 4.85 crores. It works out 
to as high a return as <82 per 
cent of its investment in the 
company. In addition, the 
company has given to the 
state government bonus shares 
worth Rs 7.35 crores at the 
present market value against 
the original equity share hold¬ 
ings of Rs 4.41 crores. The 
state government’s investment 
in GSFC now stands appre¬ 
ciated by over 500 per cent. 
The share holdings of the state 
government could be over Rs 
30 crores at the prrsent market 
value. 

Voltes 

The year ended August 31, 
1975 was an exceptionally di¬ 
fficult year for Voltas Limi¬ 
ted as it was for large segments 
of the Indian economy. Al¬ 
though total sales at Rs 179.77 
crores were 6.8 per cent higher 
than in the previous year, the 
company’s overall profitability 
position was seriously affected 
by two major factors, namely, 
enormous increase in interest 
payments from Rs 172.09 lakhs 
in the previous year to Rs 
401.65 lakhs as a result of 
higher rates and larger borrow¬ 
ings and also due to the steep 
fall in demand for own-manu¬ 


factured products such as fork¬ 
lift trucks and air-condition¬ 
ing equipment. Considering 
the very difficult conditions 
prevailing throughout most of, 
the year, the company’s per- 19 
formance was indeed satis¬ 
factory demonstrating thereby 
its basic strength and the ad¬ 
vantage of diversified activi¬ 
ties. Even though some of 
the problems of 1974-75 con-, 
tinued to affect the company’s 
operations during the current 
year, the directors consider the 
long-term prospects to be 
bright. 

The distribution by the com¬ 
pany of several products such 
as tractors and excavators is 1 
likely to be partly or entirely 
discontinued during the cur¬ 
rent year. At the same time 
the company is commencing 
distribution of new items 
particularly in the fields of 
chemicals and consumer 
products. 

New Measures 

With a view to expanding 
the company’s activities and 
improving its profitability, a 
number of measures have been 
taken which arc expected to 
yield positive results and 
strcngtlicn the company’s posi¬ 
tion. Increased emphasis is 
being given to active parti¬ 
cipation in rural development 
by expanding the sales of 
pumps and by undertaking the 
distribution of agro-chemicals, 
particularly pesticides. The 
company has been entrusted 
with the distribution of a high- 
grade pesticide, called Pho- 
salone, which proved excep¬ 
tionally effective on a variety 
of corps. c 

Phosalone is to be manu¬ 
factured by Volrho Limited 
in which an investment of 
Rs 1.04 crores by the com¬ 
pany is being recommended 
to the shareholders. Volrho 
Limited has already commen¬ 
ced the manufacture of for¬ 
mulations; the plant for the 
technical material is expected 
to be completed in about two 
years. For the distribution of 
Phosalone as well as other 
agro-chemicals a first-class 
technical sales organisation is 
being established. 

The company continues to 
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make significant investment In 
its research activities. A range 
of new and improved products 
for the mining industry and 
for the industrial refrigeration 
eveloped and tested by the 
Research and Development 
Division, should make an in¬ 
creasing contribution to pro¬ 
fitability. With the full sup¬ 
port of the governments of 
several states, the company 
has commenced activities in 
the field of preservation and 
distribution of food products 
particularly of marine origin. 
To supplement the company’s 
activities in the control of air 
and gas pollution a proposal 
has been made to the govern¬ 
ment of India for the design 
and manufacture of equipment 
for the treatment of mdusti ial 
effluents. Distribution of auto¬ 
matic looms to be produced 
by Lakshmi Automatic Loom 
Works Limited is expected to 
be entrusted to the company. 

Chloride India 

Despite difficult general 
business conditions the year 
ended August 31, 1975 was 
yet another year of successful 
operations for Chloride India 
Limited. Sales during the year 
under review improved by 29 
per cent to Rs 28.13 crorcs 
from Rs 21.81 crorcs in the 
previous year while profit be¬ 
fore tax too went up by 14.5 
percent to Rs 4.09 crores from 
Rs 3.57 crores, a new record 
for the company. A signifi¬ 
cant development of the year 
under review was the expan¬ 
ded production and sales of 
industrial batteries from the 
company’s Shamnagar fac- 
»tory. These include products 
of national importance such 
as train lighting cells for the 
railways and stand-by power 
batteries for application in 
tele-communication including 
microwave systems and power 
generating stations. 

Export of its products con¬ 
tinued to maintain its upward 
march and during the year 
under review, despite a world 
recession in the automobile 
industry the company’s for¬ 
eign exchange earnings impro¬ 
ved significantly to Rs 245 
lakhs from Rs 142 lakhs in 
1973-74, a rise of about 73 


per cent. Orders in hand 
during the current year are 
also encouraging and it is gra¬ 
tifying to note that the com¬ 
pany has made a successful 
break-through in exporting its 
industrial batteries. It is also 
noteworthy that the company 
has recently been awarded a 
trophy by the government of 
India for its outstanding ex¬ 
port performance. 


The company has made con¬ 
siderable progress in setting 
up of its new R & D centre 
on the outskirts of Calcutta. 
The centre is expected to 
start function shortly The 
department of Science and 
Technology of the govern¬ 
ment of India, has already 
recognised the company’s 
R & D activity. The major 
thrust of the company’s R 
&D activities is being direc¬ 
ted towards import substitu¬ 
tion and product and process 
development. The accent, as 
always, is not only on conser¬ 
vation on imported materials 
but also on maintaining and 
improving quality standards. 
The company has always been 
conscious of the need for con¬ 
sumer satisfaction m the con¬ 
text of the exacting demand 
from an accelerating tech¬ 
nology. The company’s R &D 
Centre is thus involved m 
designing and developing 
highly complex batteries for 
special applications. 

Rajasthan Spinning 
Mills Ltd 

Rajasthan Spg. and Wvg. 
Mills Limited nas reported 
fairly encouraging working re¬ 
sult during the year ended 
September 30, 1975. despite 
the fact that the year was a 
bad one for the textile industry 
in general. Sales recorded a 
45 per cent increase to Rs 
15.52 crores from Rs TO.69 
crores in 1973-74. The gross 
profit, before providing for 
depreciation, receded to Rs 
70.15 lakhs from Rs 82.88 
lakhs in the preceding year. 
After allocating Rs 25.59 
lakhs to depreciation reserve 
as against Rs 23.10 lakhs, the 
net profit was still lower at 
Rs 44.56 lakhs as compared 


to Rs 59.78 lakhs in the pre¬ 
vious year. After appropria¬ 
ting Rs 80,000 to development 
rebate reserve as against Rs 
25.50 lakhs in the earlier year, 
the net surplus available for 
appropriations worked out to 
Rs 43.76 lakhs as compared 
to Rs 34.28 lakhs in 1973-74. 
The directors have maintained 
the equity dividend at 7.5 per 
cent which will absorb Rs 6.57 
lakhs. The devidend on prefere¬ 
nce shares at nine per cent will 
claim Rs 54,000, the same as 
in 1973-74. The provision for 
redemption reserve was main¬ 
tained at rupees one lakhs, 
while the balance of Rs 
35.64lakhs was transferred to 
general reserve as against Rs 
26.17 lakhs a year ago. 

Bonus Shares 

The company is in a position 
to issue nine bonus shares 
for existing 10 shares, provi¬ 
ded the institutions did not 
exercise their option to convert 
out of their loan an amount 
of Rs 40.80 lakhs into 3.4 lakh 
equity shares at a premium 
of rupees two per share. The 
company has already requested 
the institutions to take a deci¬ 
sion. But if the institution 
decide to convert the equity, 
the company proposes to issue 
three bonus shares for the ex¬ 
isting 10 shares, subject to 
the permission of the institu¬ 
tions and the authorities. 

The company is actively 
pursuing several expansion 
plans such as the doubling of 
the spindleage on synthetic 
yarn in its Kharigram unit, 
installation of 32 looms at the 
Kharigram unit, renovation 
of its existing first mill at 
Bhilwara and the project for 
diversification in yarn quality. 
The above schemes are esti¬ 
mated to cost Rs 4.60 crorcs 
for which the company has 
applied for loans to financial 
institutions. 

Meanwhile, a new venture, 
Hindustan Electro-Graphites 
Limited, promoted jointly by 
Rajasthan Spg. and Wvg. Mills 
and Pechiney Ugine Kuhl- 
mann, a leading multi-national 
French firm, is setting up a 
project at Mandideep, a town 
in the industrially backward 


district of Raisen in Madhya 
Pradesh. This Rs 14-crore 
project, it is claimed, will be 
the largest manufacturer of 
graphite electrodes and ano¬ 
des in the country. A large 
ancillary complex is expected 
to come around Mandideep. 
Civil construction at plant 
site is in full swing. 

The plant will have an 
installed capacity of 10,000 
tonnes of graphite elec¬ 
trodes and anodes and 
barring unforeseen circum¬ 
stances the company’s pro¬ 
ducts arc likely to be in the 
market by the end of 1976. 
To raise part of the resources 
required for the implementa¬ 
tion of this piojcct, the com¬ 
pany is entering capital mar¬ 
ket with a public issue, con¬ 
sisting of equity shares worth 
Rs 125 lakhs and preference 
capital of Rs 1.04.croies. The 
subscription list lor this fully 
underwritten issue opens on 
February 16 and will close on 
February 26 or earlier but not 
before February 18. 

American Express 

Preliminary consolidated 
net income of American Ex¬ 
press Company increased 5.2 
pci cent in 1975 to a record 
$165.0 million compared with 
$156.8 million in 1974. Earn¬ 
ings per share rose to $2.29 
from $2.18. It was the 28th 
consecutive year in which 
American Express Company 
has reported increases in con¬ 
solidated net income and earn¬ 
ings per share (be fore extra¬ 
ordinary credits in certair 
prior years). 

Consolidated net income in 
the fourth quarter was $38.8 
million, an 8.7 per cent gain 
over the $35.7 million earned 
in the previous year’s period. 
This was the largest percent¬ 
age quarterly increase in the 
year. Earnings per share in 
the quarter rose to $0.54 from 
$0.50. The results for 1975 
demonstrate the company’s 
ability to sustain growth in a 
period of worldwide ccbnomic 
uncertainty. A strong contribu¬ 
tion by Travel and Financial 
Services (other than lrsuiance) 
more than offset decreased 
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earnings of the insurance sub¬ 
sidiaries. 

For the year, net income of 
Travel and Financial Services 
(other than Insurance) rose 
25.5 per cent to $103.6 million 
from $82.5 million in 1974. 
In the fourth quarter, net in¬ 
come of these seivices gained 
25.2 per cent to $23.8 mil¬ 
lion, compared to $19.0 mil¬ 
lion in the same period a year 
ago. Travel-Related Services 
showed continuous strong 
growth throughout the year, 
with notable gains in the fourth 
quarter and these are continu¬ 
ing into the early weeks of 
1976. Travellers cheque sales 
had the largest dollar increase 
in history with gains in all cur¬ 
rencies, indicating once again 
the high priority placed on 
vacation trips by people every¬ 
where. Year-end travellers 
cheque outstandings rose to 
a record $1.43 billion. This 
amount reflects unusually high 
sales in December. 

Uni Oeritend 

Uni Diritcnd Precision 
Castings have established a 
highly sophisticated foundry 
for the manufacture of Invest¬ 
ment Castings in India in 
collaboration with Deritend 
Precision Castings Ltd, UK. 
With over 30 years experience 
in the field, Deritend offer 
their expertise and sophisti¬ 
cated technology for the manu¬ 
facture of Investment Castings 
at Uni Deritend. The exten¬ 
sive production facilities at 
Uni Deritend will enable the 
company to meet the demand 
for precision components by 
the various manufacturing in¬ 
dustries in the country. The 
key personnel of Uni Deii- 
tend have received training in 
the various fu*lds of manu¬ 
facture at the factories of Deri¬ 
tend in UK. 

Investment Castings find a 
wide range of applications in 
the minufacture of engine 
parts, components for air¬ 
craft, parts for defence equip¬ 
ment, items for turbine engine, 
components for agriculture, 
food processing and other 
mishi aery etc. Intricate parts 
made by Investment Casting 
process are vital for the manu¬ 


facture of medical and scienti¬ 
fic instruments, office equip¬ 
ment, digital and mechanical 
computers and a variety of 
other machines. 

Uni Deritend has the know¬ 
how and is capable of emerg¬ 
ing as a pioneer in the highly 
sophisticated field of Invest¬ 
ment Casting. 

Hindustan Sanitaryware 

Hindustan Sanitaryware and 
Industries Limited has been 
able to secure an order recent¬ 
ly from Aden, valued at 
nearly Rs 10 lakhs, against 
global competition. This is 
the largest single order of ex¬ 
port for sanitaryware, placed 
so far with an Indian manu¬ 
facturer. The party, National 
Company for Foreign Trade, 
Aden (government organisa¬ 
tion) called for a global ten¬ 
der. During the last few 
years, Hindustan Sanitaryware 
has been exporting its quality 
products in increasing quan¬ 
tity to different countries, 
particularly in middle east 
and east Africa, thereby earn¬ 
ing valuable foreign exchange 
for India. 

For two consecutive years, 
—1973-74 and 1974-75—Hin¬ 
dustan Sanitaryware was awar¬ 
ded the export badge and a 
certificate of merit by the 
Chemicals and Allied Products 
Export Promotion Council for 
its remarkable export perfor¬ 
mance. 

News and Notes 

A leading Tokyo hospital is 
installing Japan’s first com¬ 
puterized X-ray system cap¬ 
able of scanning the entire 
human body, ana five addi¬ 
tional units will be installed 
in other medical centres 
throughout the country under 
a government sponsored pro¬ 
gramme. This equipment has 
b^en developed by the inter¬ 
nationally renowned firm of 
Pfizer in US. Called the 
ACTA-Scanner, the system is 
now being installed in the 
575-bed Kanta Teishin Hos¬ 
pital in Tokyo. The other five 
units will be delivered though 
early spring of 1976. ACTA- 
Scanners have been useful 


In the diagnosis of many 
varieties of brain tumours, 
lung cancer, chest masses, 
foreign materials in the lung, 
kidney tumours, cancer of the 
pancreas, and different types 
of strokes. 

New Issues 

Aravall! Svachalit Vahan 
Limited, a company promoted 
by Rajasthan State Industrial 
and Mineral Development 
Corporation Limited, has set 
up a plant at Alwar for the 
manufacture of two-wheeler 
scooters with a licensed capa¬ 
city of 24,000 scooters per 
year. The company will be 
making 6,000 scooters during 
the first year of production 
and will be reaching full capa¬ 
city in the fourth year. The 
technical know-how for the 
scooter has been provided 
by M/s. Kirloskar Consul¬ 
tants Ltd., one of the leading 
consultancy firms of the coun¬ 
try. The proto-type has been 
approved by the Vehicle Re¬ 
search and Development Esta¬ 
blishment of ministry of De¬ 
fence at Ahmednagar and trial 
production has already started. 
The first batch of 100 scooters 
will come out by the end of 
this month. The total cost 
of the project is Rs 2.82 cro- 
res which has been financed 
by equity share capital of 
Rs 1 crore, a term loan of 
Rs 1.67 crores and cash sub¬ 


sidy of Rs 0.15 crore. Out of 
the one crore equity, the 
RIMDC has subscribed for 
equity shares of Rs 50 lakhs 
and the state government has 
purchased equity shares worth - 
Rs 10 lakhs. The company is 
entering the iparket on 
February 18, 1976 with public 
issue of 400,000 equity shares 
of Rs 10 each and the entire 
amount of Rs 40 lakhs is un¬ 
derwritten by the all India 
financial institutions. 

The main plus points of the 
Aravali scooter are its 
stability, durability, depend- 
a bility and low maintenance 
cost. The entire emphasis 
is on high quality and efficient 
after-sales-service. 

The company is expected to 
break even in the second year 
of its operations when produc¬ 
tion will be of the order of 
10,000 units. The production 
is expected to go up to 17,000 
units in the third year and 
further up to 24,000 units in 
the following year. 

During the third year of its 
working, the company hopes 
to earn a profit of Rs 27 lakhs' 
after providing for deprecia¬ 
tion and interest charges. The 
management is confident that 
the company will be in a posi¬ 
tion to declare a reasonable 
dividend in the fifth year of 
its commencement of its pro¬ 
duction. 


Dividends 

(Per cent) 


Equity dividend 
declared for 


Name of the company 

Year ended 

Current 

year 

-; - > 

Previous 

year 

Higher Dividend 




Porrits end Spencer 




(Asia) 

Sep. 30, 1975 

16.0 

11.0 

Kusura Products 

March 31,1975 

18.0 

12.0 

Coonoor Tea 

Sep. 30, 1975 

20.0 

12.0 - 

Sarvaraya Sugars 

Sep. 30, 1975 

14.0 

12.0 

Sane Dividend 


- 


Oreaves Cotton 

June 30, 1975 

12.0 

12.0 

Oriental Power Cables 

May 31, 1975 

Nil 

Nil 

Precision Bearings India 

Aug. 31, 1975 

12.0 

12 .0 

Reduced Dividend 



4 

Ravalgaon Sugar 

Sep. 30, 1975 

Nil 
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Mt-US 

MmimmI 

Thb hmt meeting of the Indo- 
US Business Council was held 
in the capital from February 
2 to 4, 1976. In a com¬ 
munique issued at the end 
of the meeting, it was stated 
that the environment for busi¬ 
ness initiative in India was im¬ 
proving, and that foreign busi¬ 
ness participation in the Indian 
economy could play a key role 
in improving the standard of 
living of the people through 
transfer of technology. How¬ 
ever, several aspects of the 
Foreign Exchange Regulation 
Act (FERA) needed clarifi¬ 
cation so as to correct mis¬ 
understandings about its pur¬ 
pose and impact. The commu¬ 
nique suggested that joint ven¬ 
tures in construction and 
manufacturing enterprises in 
third countries could be a pro¬ 
ductive way of combining the 
assets and skills of Indian and 
American business. Full text 
of the communique is given 
below: 

Operating Principles 

The first meeting of the Indo- 
US Business Council was held 
in New Delhi from February 
2-4,. 1976. Mr Harish 
Mahindra was unanimously 
elected chairman, and Mr Or¬ 
ville L. Freeman, co-chair¬ 
man. In addition, the opera- 
ting principles governing the 
relations between the two sec¬ 
tions of the council were adop¬ 
ted. 

The tone for the meeting 
was set by Mr Harish 
Mahindra and Mr Orville L. 


Freeman in their inaugural 
speeches at the opening ses¬ 
sion. A common theme was 
that India and the United 
States need each other, and 
there is vast scope for coopera¬ 
tion on mutually advan¬ 
tageous basis in the fields of 
investment and trade in India 
as well as In the third count¬ 
ries. The participants shared 
the commitment to strengthen 
commercial ties and recognised 
that closer business relation¬ 
ships would play a major role 
in improving overall relations 
between the two countries. 

Frank Exchange 

The council's discussions 
were comprehensive, frank and 
cordial. All the delegates 
agreed that the meeting had 
been very usefcl in clarifying 
current issues, correcting mis¬ 
understanding and exploring 
a variety of new opportuni¬ 
ties for constructive coopera¬ 
tion. 

The council reviewed the 
economic situation in India 
and the United States, the cli¬ 
mate for business initiative in 
India, the opportunities for 
American firms to participate 
in and contribute to India’s 
economic growth, the mutual 
advantages to be gained from 
Indo-American commercial 
collaboration in the two as 
well as third-country markets 
and the ways in which trade 
between the US and India 
could be expanded. 

The economic situation in the 
two countries was thorough¬ 
ly reviewed and the effects of 
worldwide stagflation were 
noted. Both India and the 
US have made progress in com¬ 
bating inflation, and India's 
success in this area has bean 


outstanding. In addition, a 
number of policy measures 
were taken by the government 
of India which should impart 
greater dynamism to the eco¬ 
nomy and open up vast op¬ 
portunities for larger invest¬ 
ment and greater employment. 
The economic recovery in the 
US has been somewhat slow 
and delegates understood the 
nature and extent of the capi¬ 
tal shortage in the US which 
Is constraining investment. 

Favourable Climate 

The environment for busi¬ 
ness initiative in India is 
improving. Delegates viewed 
with opiimism the emerging 
attitude of India to support the 
business enterprises. Recog¬ 
nising the very important role 
which business must play in 
India’s economic development, 
participants concluded that 
efforts must be made to fur¬ 
ther improve the present en¬ 
vironment. 

Concerning foreign business 
participation in India’s growth 
both sides agreed that foreign 
investment in the Indian eco¬ 
nomy could play a key role 
in improving standards of liv¬ 
ing through transfer of tech¬ 
nology. It was recognised 
that business enterprise is the 
principal agent of growth. Co¬ 
operation at the international 
business level would expedite 
that growth by bringing about 
greater harmony and reducing 
differences in the levels of 
technology and development. 
In this sense, foreign invest¬ 
ment involves a social contract 
between foreign enterprises 
and the host countries. 

It was agreed that foreign 
investment had not been made 
in India in sufficient amount 
to accomplish this vital task. 
The US section noted that a 
clear statement of the govern¬ 
ment of India’s policy of en¬ 
couraging foreign investment 
would be very helpfol in crea¬ 
ting confidence and augment¬ 
ing the inflow of capital from 
the US. In addition, both 
governments should move 
promptly to enact, after care- 
fUl consultation with their res¬ 
pective business communities, 
a treaty on avoidance of double 


taxation which would further 
clarify current policies and 
remove uncertainties. Addi¬ 
tional barriers to active for¬ 
eign business contribution to 
India’s growth were identified 
and delegates agreed that im¬ 
provements should be sought. 

It was noted that almost all 
developing countries had adop¬ 
ted regulations to ensure that 
business development con¬ 
forms to socio-economic re¬ 
quirements. Several aspects 
of India’s Foreign Exchange 
Regulation Act (FERA) need 
clarification in oraer to correct 
misunderstandings about the 
Act’s purposes and impact. In 
the implementation of the 
FERA regulations, package 
view had to be taken and a 
flexible approach was called 
for. It was hoped that the 
tax rates in India, which were 
high, would be brought down, 
particularly in • view of the 
withdrawal of some of the in¬ 
centives available to the cor¬ 
porate sector. It was accep¬ 
ted that considerable improve¬ 
ment was possible in regard to 
procedures which usually in¬ 
volved inordinate delays in 
obtaining project approvals. 

Vast Scope 

The prerequisites for fruit¬ 
ful collaboration arrange¬ 
ments, like expanding market 
for products, availability of 
skilled labour, well-developed 
capital market, consultancy 
services, investment banking 
facilities and an adequate rate 
of return, offered vast scope 
for foreign investment in India. 
This investment was most wel¬ 
come, particularly in areas 
where high technology was 
involved, or technological 
gaps existed, and in export 
and core sector industries. 

The scope for US corporate 
enterprises operating in India 
to intensify research and deve¬ 
lopment activity was indica¬ 
ted by the Indian section. 
Purely on cost considerations, 
it would be mutually advanta¬ 
geous foi US enterprises to 
transfer part of their- R&D 
activity to India by setting up 
tequisite facilities, since there 
was a vast reservoir or tcclni- 
cal and scientific n.cipcwer 
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in India, which could be 
utilised for this purpose. Some 
1 steps in this direction have 
b?en tiksn, but the effort need* 
ed to bs expanded. 

In order to further the pro¬ 
cess of constructive review, to 
expand understanding of 
India’s foreign investment re¬ 
gulations in the United States, 
and to explore areas of mutu¬ 
ally advantageous cooperation, 
the two sections agreed to 
form task forces, focussing 
attention on these and simi¬ 
lar issues. 

Oppprtunities for expanding 
India’s foreign trade, in parti¬ 
cular with the United States, 
were thoroughly explored. In¬ 
dia’s successful anti-inflation 
policies have given Indian ex¬ 
ports a competitive advant¬ 
age in world markets which 
should be aggressively deve¬ 
loped. 

There is need to continue 
cooperative endeavours in di¬ 
versifying the Indian export 
pattern and to lay ever-in¬ 
creasing stress and adherence 
to delivery schedules, main¬ 
taining quality control, and 
providing internationally com¬ 
petitive export financing. In 
this context, it was felt that not 
only the United States’ exist¬ 
ing enterprises in India could 
play a growing role, but there 
was scope for considerable in¬ 
crease in investment in export- 
oriented enterprises in India 
for which special facilities were 
being made available. It was 
realised that these needed fur¬ 
ther streamlining. 

GSP Advantages 

The recent implementation 
of the Generalised System of 
Preferences by the United Sta¬ 
tes off;rs a considerable op¬ 
portunity for expanded Indian 
exports. Its advantages 
should be fully circulated to 
potential Indian exporters. 
Benefits of the preference sys¬ 
tem should be expanded in 
terms of products included on 
the list, since India is expec¬ 
ted to place emphasis on ex¬ 
ports of some of the excluded 
items. Further liberalization 
of trade between India and 


the US Is recommended, and 
to this end'' the American 
quota restraint on Indian 
handloom ihiports which do 
not compete with American 
products should be eliminated. 
In addition, every effort must 
be made to improve India's 
opportunities to expand ex¬ 
ports of apparel and ready¬ 
made garments as well as of 
marine products. 


ship, that several misunder- been and development of these 
standings had been corrected, opportunities wfljt Jtutk a 
and most importantly, oppoj> *■ ipajor Contribution tauXpdig's 
tunities for constructive eat- ocqnoipic growth. In the Jar- 
pans ion of Indian and Ameri- therance of these goals, the 
can commercial ties are con- Council agreed to meet at a 
siderablc. The commercial mutually convenient date to 
opportunities in India are continue the creative dialogue 
greater than they have ever established at this meeting. 


Readers’ Roundtable 

President's Rule in Temil Nadu 


The possibilities inherent in 
commercial collaboration bet¬ 
ween India and American 
firms in other countries were 
identified as considerable, and 
both sides felt that more atten¬ 
tion to these opportunities 
would produce very desirable 
results. Joint ventures in 
construction and manufactur¬ 
ing enterprises in third count¬ 
ries would be a productive way 
of combining the particular 
assets and skills of Indian and 
American business to their 
mutual benefit and with a 
positive impact on the econo¬ 
my of the host country. 
India's capacities in setting 
up turn-key projects and pro¬ 
viding consultancy services 
were recognised. 

Joint Ventures 

The level of intermediate 
technology available in India 
was ideally suited for 
some developing countries. 
India has considerable capa¬ 
city for providing technical, 
managerial and other pro¬ 
fessional services as part of 
joint manufacturing and 
marketing programmes. A 
mutual exchange of managerial 
personnel would help enter¬ 
prises to bring about greater 
coordination. There is vast 
scope fore entering into collabo¬ 
ration arrangements ; n the field 
of marketing to give a thrust 
to exports in third countries. 
Banks operating in India and 
in third countries could be 
m de an important source of 
invcstible funds. 


Both delegations agreed that 
the discussions were exceed¬ 
ingly useful in establishing 
mutual confidence and freiend- 

. m 


Sir, I welcome the ap¬ 
pointment of a judicial tri¬ 
bunal to inquire into 
allegations of corruption 
and misuse of power by some 
ministers of the late DMK 
ministry. I wish, however, 
that such enquiry had been 
instituted as and when the 
allegations were first made. I 
have always been of t he opinion 
that there should be a high 
level statutory All-India tri¬ 
bunal which will automatically 
become seized of such allega¬ 
tions and inquire into their 
truth. It is improper and dan¬ 
gerous to allow such allega¬ 
tions to become political wea¬ 
pons of party struggles. 

While inquiry into allega¬ 
tions is justified, it is altogether 
wrong and against reasonable 
interpretation of Article 356 
to dissolve the Tamil Nadu asse¬ 
mbly and dismiss the ministry 
on the basis of such unproved 
allegations. Hitherto, action 
under Article 356 has been 
taken only on two grounds : 
(1) there is a breakdown of 
law and order in the state; 
and (2) it is not possible to 
install a ministry having the 
support of a majority of mem¬ 
bers of the state assembly. As 
neither of these conditions 
obtain in Tamil Nadu, it is 
sought to set up a new condi¬ 
tion, viz. the state ministry 
and legislature are not func¬ 
tioning to the satisfaction of 
thecenlral government. The 
present order dissolving the 
assembly and dismissing the 


ministry has been taken just 
seven weeks before the assem¬ 
bly would have come to an 
end and a general election 
should have been held. It 
would have been open to non- 
DMK candidates to convince 
the electorate of the misdeeds 
and failures of the DMK 
government, and if they succe¬ 
eded, a new assembly with a 
different set of members and a 
new ministry would have come 
into existence within three 
months. 

The criterion now set up 
strikes a fatal blow at the 
principle of federalism and state 
autonomy within prescribed 
limits which is one of the basic 
features of the Indian Consti¬ 
tution. The responsibility of 
the assembly and the ministry 
to the electorate which is the 
objective of that principle and 
state autonomy is now sought 
to be transferred to the dis¬ 
criminatory judgement of the 
ruling party government at 
the centre. 

I have no doubt that this 
new attempt at central control 
of state governments will result 
in the extremely unhealthy cen¬ 
tralisation of political power 
and decision, which, in a vast 
country such as ours, is bound 
to be unstable and give rise 
to widespread discontent 
which cannot be suppressed 
for any length of time. 

Madras. K. Santhanam 
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Mr T.A. Pai has done a public service by pouring cold water on speculation about the 
government adopting a general, reflationary policy. For some time now expectation 
has been growing by feeding on expectations that the forthcoming central budget 
will have nothing but loUipops to distribute all round. Perhaps official propaganda 
has been responsible to some extent for generating this mood of facile optimism. An 
impression has been allowed to build itself that the economic outlook has somehow 
rhang wt immeasura bly for the better in the last six months or so and that some of the 
Hn« f > problems of the economy have been solved while others are well on the way to 
liquidation. The government’s undoubted success in disciplining the price level has 
served to strengthen this impression and helped to spread it lavishly across the coun¬ 
try. The business community, naturally, has been quick to take advantage of this 
rbyny of mood in the nation to campaign for the relaxation or liberalization of the 
government’s economic policies in as many directions as possible. This campaign 
has concentrated on the shape of the budget to come and, in the process, what began 
as advice to budgetary policy-makers has been imperceptibly evolving into an antici¬ 
pation of budgetary decisions—a classic example of the wish being father to the 
thought. Since false hopes have never done good to those who entertain them, Mr 
Pai’a eKttciae in placing budgetary prospects and indeed the economic outlook in 
perspective is greatly to be welcomed. 

I am not suggesting here that the government’s management of the economy will 
not be all the better for a number of relaxations or liberalizations in its budgetary or 
other economic policies. Indeed, if the state of the economy demands anything at all, 
it is the rethinking of the government’s economic policies along bold and imaginative 
lines. At the same time, much harm can and will be done to the tenuous recovery 
which the economy has been staging if people holding responsible positions in govern¬ 
ment, industry, or public life generally, for differing reasons of their own, were to start 
talking or acting as if the business of this country resuming its economic develop¬ 
ment has suddenly become an altogether simple affair or that the government, having 
waved a magic wand once and done a few things, has only to wave it again to accomp¬ 
lish m ™* more. It should therefore be useful to remind ourselves that the core prob¬ 
lems of the country’s economic development are still very much with us A large and 
rising population, inadequacy of savings, and the backlog in investment which has 
been allowed to develop for much of the last ten years are among these core problems 
which should be relevant immediately to the framing of budgetary policies or the 
making of budgetary decisions and, in the intermediate fbture, to the government’s 
general management of the economy. 

Viewed in this context, demand management, whether through changes m fiscal 
policies or adjustments in monetary policies, may serve the country only up to a limited 
extent in ministering to specific areas of depression or stagnate in the economy. 
This would mean that, while there is a sound and strong case for the forthcoming bud¬ 
get providing selective incentives or reliefs, there may be no justification for pumping 
more purchasing power blindly into the economy, whether through higher levels of 
public investment or through indiscriminate encouragement of consumer expenditure 
in the faith that a little more money has never done anybody harm. Asa matter 
of fact, current trends of money supply with the public are proof enough that much 
of the inflationary pressures has merely been swept under the carpet. The dimensions 
of bank financing of the government and the corporate sector certainly need to be 
watched with anxious vigilance in the period ahead. 

Viewed in these terms the scope for pump-priming in the central budget that 
is on its way may be rather more limited than is generally imagined by so many 


people including perhaps the Finance Ittia is apart from the longterm advan* in resjmof 

minister himself. Mr C, Subramaniam tages for dynamic ^owth in tax yields due enthusiastic* ato^iln9e€y w 
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the economy by more public investment some special cases where a significant net with the grounds on which this pica Is 

and yet more public investment. He reduction in the excise tax burden might being made. For instance, Mr T.A. Fai 

should realize that indiscriminate indul- be a sound investment In social welfare has just said that the renovation, rehabili- 


gence in this policy could risk whatever 
gains have been made on the anti-infla¬ 
tionary front. It is true that budgetary 
deficits could be kept deceptively low even 
with higher levels of public expenditure 
including public investment, but this 
might only mean that the burden of 
financing is being shifted to the commer¬ 
cial banking sector, as has indeed been 
the case. The danger in this diversion 
is that bank credit, which is essentially 
meant for quick-yielding productive eco¬ 
nomic activity, might be used for non¬ 
productive purposes or for purposes 
which do not make reasonably quick 
additions to the quantum of goods and 
services in the community. 


as well as in the economy The existing 
excise taxation of cotton textiles needs 
to be looked into from this point of view. 
I am not much impressed with arguments 
for excise tax reductions on so-called 
luxury goods. It is not likely that articles 
such as airconditioners, TV sets or refri¬ 
gerators are going to become substantially 
less expensive with such tax cuts as the 
Finance minister may be able to effect in 
cases of this kind. There is however a 
clear need for reducing the excise duty on 
petrol by a clear third. I am not suggest¬ 
ing this out of any undue concern for 
production levels or profits in the auto¬ 
mobile industry. The transport sector is a 
vital component of the national economy 


tation and acquisition of plant and znaohi* 
nery by manufacturing units must be 
helped and encouraged if industrial capi¬ 
tal is to become optimally productive and 
industrial production competitive and 
socially useful. Moreover, in his speech 
presenting the current year's central bud¬ 
get the Finance minister has virtually 
promised action to replenish the resources 
of capital-intensive industries which are 
particular victims of the inadequacy of 
the depreciation provisions in the tax 
laws in an age of inflation. It follows that 
the desirability of the restoration of the 
development rebate, which appears to 
have found favour with the Marathe 
Committee which has gone into this ques- 


Objectively, a case for substantially 
higher levels of public investment 
in the next financial year has still 
to be made. Especially in view 
of the current political situation, 
rationalization and consolidation in this 
sector might be more in the long-term 
interests of the economy. Incidentally, 
the Finance minister is under pressure to 
step up government purchases of the 
products of industries which have unuti¬ 
lised capacities owing to the vagaries of 
government demand or have been hit by 
recessionary trends in the economy. 
While responsiveness on the part of the 
government to such claims would be justi¬ 
fied, every effort should be made to avoid 
tax-payers* money being used up in sub¬ 
sidizing or bailing out inefficient or high- 
cost production which in some cases 
might be the real reasons for the manufac¬ 
turing units not achieving viability. 

In respect of the demand in the non¬ 


and so far as 1 am concerned, it 
cannot grow fast enough. Restrictions 
placed on its expansion need to be 
reviewed with the utmost care in terms of 
their impact, both indirect and direct, 
on employment and output or invest¬ 
ment levels in the economy. 

In the area of corporate taxation two 
main demands are being canvassed. The 
first is that the basic tax of 55 per cent on 
companies should be reduced in order to 
enable them to retain more of their earn¬ 
ings and thereby improve their prospects 
for growth. I have no great quarrel with 
this proposition but I am not convinced 
that the tax reform suggested here is of 
the highest priority. The immediate 
necessity is to do the more obvious things 
that need to be done to end the slump in 
equities and help share values to recover 
normally. The Dividend Restriction 
Act has teen a gross blunder and it should 
be allowed to die when its term expires in 


tion, must now be common ground bet¬ 
ween those who are putting together the 
centra] budget and those who are ex¬ 
pecting to benefit from it. 

Finally there is personal taxation. 
Here perhaps there is one area where the 
government could act with courage and 
vision. The budget should draw as close 
as it could to the ideal of bringing down 
the highest rate of income tax to 50 per 
cent. The case for stepping down our 
income taxation to levels prevailing in 
countries, whether developed or develop¬ 
ing, which have shown a genuine interest 
in the growth of their economies, has been 
discussed threadbare on various occasions. 
It is therefore not necessary to dilate on 
the particulars of this argument at this 
place. Suffice it to say that a substantial 
reduction in personal taxation, while 
restoring credibility to the tax administr; 
tion and responsibility to the tax*paye 
will stimulate savings in the communii 


government sector too a disciplined ap¬ 
proach will be necessary. To the extent 
that central excise taxation has become 
complicated and distorted due to hap¬ 
hazard growth, a substantial degree of 
rationalization is clearly desirable. This 
need not necessarily invoice a loss of 
revenue. On the contrary, even in the 
short period it may be possible to ensure 
that the public exchequer does not suffer. 


July. The Finance minister should 
announce this in his budget speech. This 
in itself would provide the start for a cons¬ 
tructive upturn in equity values which 
would derive further sustenance and en¬ 
couragement from such measures as the 
government might take to stimulate 
savings or ensure optimum levels of cur¬ 
rent production. , .. 

The other plea which is for fiscal relief 
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Other face of deficit financing 


At the time when the credit policy for 
1975-76 busy season was formulated, the 
Reserve link might not have fully antici¬ 
pated that extremely stringent conditions 
would arfee in the money market so early 
in the baby season, on account of pecu¬ 
liar factors. The demand for credit from 
industry and trade and the Food Corpo¬ 
ration and other agencies is for entirely 
different reasons and it is not correct to 
put the same connotation on the recent 
trends in growth in money supply or the 
big rise in advances of commercial sche¬ 
duled banks as was usually done when 
similar developments took place in earlier 
years. In the current busy season, bet¬ 
ween October 31, 1973 and January 23, 
1976, member banks have been called 
upon to expand credit sizably and even 
with a faster growth of deposits, it has 
been necessary to borrow heavily from 
the central banking institution. 

Against the additions to deposits of 
Rs 526.98 crores during the period under 
reference against Rs 389.40 crores in the 
corresponding period in 1974-75, advan¬ 
ces have jumped by Rs 850.64 crores 
against only Rs 309.63 crores. This big 
rise is mainly due to the financing of pro¬ 
curement operations of the Food Corpo¬ 
rations and other agencies on an unpre¬ 
cedented scale. But there has also been 
a pronounced rise in non-food credit by 
Rs 469.33 crores as compared to Rs 
313.81 crores. It may be asked why 
assistance to borrowers in the latter group 
has increased sizably even when sugar 
stocks have not risen in the same manner 
as in the last season and there has also 
been delay in marketing the new cotton 
crop. No precise details are available 
about how additional credit has been 
extended to constituents by different 
banks. 

It wUl not \fc incorrect, however, to 
presume that the increase in advances to 
industry and trade is on account of an 
accumulation of stocks of steel, alumi¬ 
nium, fertilisers, cement, tyres, textiles, 
non-ferrous metals and other items. The 
fimds immoblH&ed on this account might 


be easily Rs 200 crores, if not more, even 
allowing for a reduced demand in other 
directions. It must also be borne in 
mind that a higher level of output calls for 
larger working capital. The difficulties 
would have been more pronounced if 
there had been a rising trend in prices even 
for imported products. There may, 
therefore, be a release of funds in later 
months of this year with the revival in 
demand for these products and a larger 
Plan outlay. The question, however, is 
how soon the revival takes place and 
when there will be an easing of pressure 
on the banking system. 

The main difficulty, however, has arisen 
as a result of continuing laTge imports of 
foodgrains and intensification of procure¬ 
ment operations with the harvesting of 
bumper kharif food crops. The distinct 
improvement in the availability of food- 
grams is certainly to be welcomed as it 
has been the main factor responsible for 
checking effectively inflationary trends 
and reversing the upward movement in 
wholesale prices. The favourable weather 
conditions in different parts of the coun¬ 
try have also been helpful in raising rich 


Wartime boom was responsible for turning 
the tide in the fortunes of Indian Railways and 
quite aptly the final year of the war—1945-46— 
saw peak performance in their earnings and 
expenditure. The Budget for 1946-47 which Sir 
Edward Benthall presented to the Assembly this 
week places revised estimated for 1,945-46 at 
unprecedented figures. Gross traffic receipts are 
estimated to reach Rs 225 crores as against the 
budget estimate of Rs 22Q crores. Including an 
allotment of Rs 17.05 crores for the Depreciation 
Fund, total working expenses are expected to be 


crops of oil seeds, cotton and sugarcane j 
T hese developments too have called fori, t 
maintenance of large stocks of raw mate¬ 
rials and payment of higher prices for cane 
by the organised sector. However, it is 
In respect of food procurement operations 
that the government and the Reserve Bank 
have to take important decisions. 

The Reserve Bank has necessarily to 
provide the required assistance to mem- ( 
her banks for financing procurement! 
operations in so far as they are helpful in j 
securing reasonable prices for farmers and j 
in preventing distress sales. With a re-1 
cord output of 15 million tonnes of rice ( / 
and a larger production of coarse grains,} 
procurement purchases have had to be 
intensified even while there has been a 
reduction in the offtake from the fair price 
shops due to the prevalence of lower pri¬ 
ces for coarse cereals in the open market 
and easy availability of rice. The steady 
additions to buffer stacks as a result of 
continuing imports and heavy purchases 
have been reflected in the expansion of 
food credit by Rs 381.31 crores between 
October 31, 1975 and January 23, 1976. 

In the same period in 1974-75, food credit 
dropped byRs 4.18 crores indicating that 
procured foodgrains along with imports 
were moving into consumption almost 
concurrently. 

Even allowing for the exceptional rise 


iatcrest charges Rs 27 36 crores. a surplus of Rs 
32.07 crores is left which is to be divided between 
the General Revenues and Railway Resorve in 
the amounts erf Rs 32 crores and Rs 7 lakhs 
respectively. Here it may be noted that in the 
last year of abnormal earnings the allocation to 
Railway Reserve has dwindled to such a slender 
figure In part owing to the fixed contribution of 
Rs 32 crons to the General Revenues. Considered 
in terms of inflationary figures the position of 
Indian railways appears to be marvellous. 

But when we look at the problem from 
the angle of abnormal and excessive demands of 
rehabilitation and modest claims of‘immediate 


Rs 169.30 crores, the chief increases being Rs 
4.21 qrores for dearness allowance to staff,Rs 
2 03 crores for the coal bill and Rs 2 45 crores 
for maintenance. The net revenue including 
accretions frost ini a c dln nt oMs receipts is estima¬ 
ted tQgtaod afkRs 59.43 owes. Aff er deducting 


development plans as part of the general post-war 
programme of expansion, we cannot escape 
the conclusion that this picture of prosperity is 
simply Illusory. i __ 
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of Rs 124.19 crores under this head dur¬ 
ing the week-ended January 23, 1976 
due to adjustments between the govern¬ 
ment and the Food Corporation, the net 
rise as compared to the same week last 
year was as much as Rs 261 crores. This 
is indicative of a growth in buffer stocks 
by at least two million tonnes in a little 
under four months. If the difference in 
food credits of Rs 890 crores in a 12- 
month period (ended January 23,1976) is 
any indication, the buffer stocks should 
have risen to at least eight million tonnes 
taking the total to 10 million tonnes. 
From this point what are the possibilities 
in the next few months? 

The procurement operations in respect 
of rice have not yet been completed and 
the latest reports indicate that the yield 
of rabi crops may be 43/44 million tonnes. 
If this estimate turns out to be correct it 
may be necessary to procure additionally 
two million tonnes of rice, six million ton¬ 
nes of wheat and even one million ton¬ 
nes of coarse cereals—nine million tonnes 
in all—before July next. An extremely 
difficult situation may arise in May-June 
as happened at the end of the first Plan 
period when there were two good crops 
in succession and a crash in prices in 
commodity markets. Apart from the 
need to procure an extra nine million 
tonnes, imports also may be coming in 
of two million tonnes. The offtake 
through fair price shops in six months 
cannot be more than five million tonnes 
on an optimistic assessment. This would 
mean that buffer stocks can rise easily to 
15 million tonnes by the end of July. 
There may not be any net reduction dur¬ 
ing the ensuing lean months if the pros¬ 
pects for the kharif season also are en¬ 
couraging. 

Theoretically, there should be a surplus 
of at least five million tonnes out of the 
output of foodgrains in 1975-76 season 
and with imports of over five million ton¬ 
nes buffer stocks of the Food Corpora¬ 
tion and other agencies should rise to even 
16-17 million tonnes. There may of 
course be an increase in stocks held by 
farmers and with the inability of official 
agencies to reach all parts of the country, 
there may be dehoarding if the output 
during the next kharif season is again 
more than 70 million tonnes. This analy¬ 


sis will clearly emphasise the impossibi¬ 
lity of effecting any net reduction in food 
credit during 1976 if there is no failure of 
the food crop. 

With fresh additions to food stocks of 
five to six million tonnes, aggregate cre¬ 
dit may even rise to Rs 1,700 crores. 
Already, the banking system has utilised 
more than Rs 650 crores out of its fluids 
for expanding food credit as refinance 
facilities have been utilised to the extent 
of Rs 487 crores. A further rise in credit 
by about Rs 600 crores can be met by 
banks only to the extent of Rs 300 crores 
out of their own resources as advances in 
other directions too may tend to rise and 
statutory obligations also have to be ful¬ 
filled. Borrowings from the Reserve 
Bmk may, therefore, rise to Rs, 1,000 
crores at particular stages, a phenomenon 


which has not been witnessed at any time 
in the history of banking in this country. 
This major exercise hi deficit financing is 
not exactly an evil. 

It may however be examined whether 
liberalisation of inter-xonal movement 
of wheat and rice will be helpftol In 
preventing an unnecessary injection of 
purchasing power and accentuation 
of pressure on the banking system. 
There may, of course, be a reduction 
in borrowing during the latter half of 
the slack season. But with immobilisa¬ 
tion of funds if buffer stocks cannot be 
avoided there will have to be a 
change in the policy at some stage. 
How this policy will be implemented 
with a reduction in imports initially and 
freer movement of foodgrains subse¬ 
quently remains to be seen. 


No new taxes in Punjab 


The Punjab budget for the year 1976-77, 
presented to the state assembly recently 
by Mr Hans Raj Sharma, the minister 
for Finance, reveals a surplus of Rs 57 
crores on revenue account. The overall 
budget, however, has a deficit of Rs 14.80 
crores. To the opening deficit balance of 
Rs 3.93 crores, a fresh gap of Rs 10.87 
crores has been added, following a few 
proposals for fresh expenditure, includ¬ 
ing an upward revision in the rate of scho¬ 
larships for students belonging to back¬ 
ward classes involving an additional ex¬ 
penditure of four crore rupees. Ano¬ 
ther factor causing this deficit has been 
the proposed steep rise in the loans to be 
advanced by the state to various institu¬ 
tions from Rs 56.90 crores during the 
year 1975-76 to Rs 82.57 crores during 
1976-77. 

The budgetary deficit of Rs 14.80 crores 
is expected to reach Rs 22 crores because 
of the grant of two instalments of addi¬ 
tional dearness allowance to the emplo¬ 
yees announced on January 21, 1976 by 
the state chief minister. The expected 
rise in deficit is also due to increased limit 
of Chandigarh Compensatory Allowance 
by 50 per cent with effect from March 
1, 1976, which, however, can hardly be 


justified following an actual decline in 
cost of living during the current year. 

Mr Sharma has not proposed any 
additional taxation and in fact has pro¬ 
posed to abolish the toll tax on vehicular 
traffic within the state with effect from 
April 1, 1976. He, however, hopes to 
cover the gap through increased receipts 
of central assistance and an appreciation 
of the state’s share in central taxes as a 
result of general buoyancy in collection. 
He also proposes to effect substantial 
economies by a review of non-depart- 
mental and non-essential expenditure. 

The state had taken steps to revise the 
tax structure by reducing the sales-tax 
to promote certain industries which are 
primarily export-oriented and instead of 
imposing any fresh taxes to raise the re¬ 
venue the emphasis has been on the effi¬ 
cient tax collection and reduction of tax 
evasion. Tax enforcement measures have 
been strengthened by the appointment of 
a chief enforcement officer in the state 
and by suitably improving the inspection 
of the excise and taxation departments. 
These measures are expected to result 
in some additional revenue. 

In an attempt to encourage industry, 
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the.-ftei* f eva rtu neat bad bom argteg 
hjn^ *° htemm ito cnto* 
jtijs&ty'tKtio and has persuaded them to 
sioript their credit policies. As a result 
a$thase measures this ratio increased from 
41.3 to 1973 and 44.3 in 1974. The ad- 
vsutces by,commereial banks to small scale 
industries in the state had increased from 
Rs 102 erases in 1973 to Rs 145 crores in 
1975. 

h oidertowiden the industrial base of 
the State, the Punjab State Industrial 
Development Corporation mid the Punjab 
Financial Corporation tried to provide 
entrepreneurial leadership and loans in 
adequate measure. The state thus saw the 
emergence of new lines of production 
sndt as tractors, steel, batteries, electro¬ 
nics, tyres and tubes, scooters, synthetic 
detergents and toilet soap, precision mea¬ 
suring instruments, glass bottles, polyes¬ 
ter staple fibre, maize starch, glucose and 
dextrose and wool combing. 

The Punjab State Industrial Develop¬ 
ment Corporation is also setting up large 
and medium industries in the public and 
joint sectors. Construction work in 12 
projects, expected to go into production 
in 1977-78 involving a capital outlay of 
Rs 40 crores will begin in the current 
financial year. The government has also 
decided to set up a Textile Development 
Corporation with an authorised share 
capital of one crore rupees to provide 
inputs and to develop marketing of hand- 
loom cloth. The outlay for industrial 
development is consequently proposed to 
be increased in the budget to Rs 11.50 
crores in 1976-77 from Rs 6.92 crores in 
1975-76. 

The backbone of the state’s economy 
has been its progressive agriculture. It 
was for this reason that the annual Plan 
outlay for 1976-77, which is proposed to 
be raised steeply to Rs 219 crores against 
Rs 163.60 crores in 1975-76, has provi¬ 
ded a dominant share for the improve¬ 
ment of irrigation facilities. The scheme 
for the extension of non-perennial irri¬ 
gation is in foil swing to provide irriga¬ 
tion to an additional area of 232,000 hec¬ 
tares. Another 24,000 hectares will be 
brought under irrigation through the utili¬ 
sation of surplus Ravi-Beaa waters. The 
state has devoted attention to the lining 
of water ohannels to reduce seepage losses. 


and check weed growthand waterlogging. 
The paovMott for major and medium 
Irrigation schemes has, therefore, been 
increased from Rs 304 lakhs in 1975-76 to 
Rs 440 lakhs, for minor irrigation schemes 
(including the Tube well Corporation) 
from Rs 150 lakhs to Rs 175 lakhs, and 
for multipurpose schemes from Rs 245 
lakhs to Rs 385 lakhs in the budget for 
1976-77, The total provision is three crore 
of rupees more than in 1975-76 and will 
add 60,000 hectares to the already large 
irrigated area of the state. 

Punjab has became a leading state in 
the matter of development and utilisation 
of its soil and water resources. Up to 
1974-75, an area of 138,197 hectares had 
been treated with various soil and water 
conservation measures, involving an in¬ 
vestment of Rs 13.72 crores. It is ex¬ 
pected that another 21,000 hectares will 
be added in 1975-76, with an investment 
of Rs 3.08 crores. The government pro¬ 
posed to forther extend this area by 26,688 
hectares in 1976-77. 

In order to expand the quality seed 
production programme, the Punjab 
government is to set up a state seed 
corporation involving an investment of 
Rs 20 crores with assistance from the 
World Bank. The state has also been able 
to secure the approval of the World Bank 
for a pilot project for integrated develop¬ 
ment of cotton, involving an outlay of 


three crores of rupees. The project will 
help in evolving new varieties of cotton 
and making available modem equipment 
and plants for ginning factories. 

The state has been making efforts to 
improve the lot of farmers and farm wor¬ 
kers. For this purpose, the programme 
for 1976-77 includes measures for the 
liquidation of rural indebtedness and re¬ 
view of laws relating to minimum agri¬ 
cultural wages. The state government 
has taken positive steps to implement 
these programmes. On the basis of a 
quick sample survey made recently to 
assess the outstanding rural loans, other 
than those obtained from cooperatives, 
commercial banks and the government, 
it had been estimated that about 1.1 
million rural households would be freed 
from the shackles of indebtedness upon 
the enforcement of the Punjab Agricul¬ 
tural Indebtedness Relief Act, 1975, 
which has recently been brought into 
force. This Act provides for the liquida¬ 
tion of rural indebtedness and morato¬ 
rium on recovery of debt from landless 
labourers, small and marginal formers 
owning less than two hectares of land and 
rural artisans. Alternative arrangements 
are to be made to meet the credit require¬ 
ments of low income households through 
commercial and cooperative banks, rural 
banks, and the Harijan Land Develop¬ 
ment and Finance Corporation. 


Eastern Economist Annual Number 1976 

The Annual Numbar analyzes ths state of the national economy 
with particular reference to the success achieved by the government 
In containing Inflation. In the light of this analysis it assesses what 
needs to be done to profit from the gains on the Inflation front and 
secure the recovery and promote the resurgence of investment, 
production and employment It studies in this context the fortunes 
of the major areas In the agricultural, Industrial and tertiary sectors. 
Outstanding performance by Industrial units In the Investment, production, 
productivity or export field are specially noted. 

As Is characteristic of this series, this annual numbar Is richly 
Illustrated with statistics, charts and colour graphs. The elm Is to provide 
a graphic view of the state of the economy as well as the movement of 
Important economic factors and forces. Priced at Rs 15 per copy, the 
annual number Is available to our regular subscribers without extra charge. 
Copies are available from leading booksellers as well as from: 

The Manager, 

Eastern Economist, 

UCo Bank Building, 

Parliament Street, 

New DelhM. 
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Indo-Hungarian Cooperation 


The friendly relations between India and 
Hangary were further strengthened dur¬ 
ing the recent visit to this country of Mr 
Frigyes Puja, Foreign minister of Hun¬ 
gary. Mr Puja met the prime minister, 
Mrs Indira Gandhi besides having dis¬ 
cussions -with Mr Y.B. Chavan, the For¬ 
eign minister and Mr T.A. Pai, the minis¬ 
ter for Industry and Civil Supplies. The 
cumulative result of all these deliberations 
was a firm resolve to hasten the coopera¬ 
tion between the two countries in trade 
as well as in the setting up of new joint 
projects. 

The trade between the two countries 
had multiplied almost three times in the 
past decade. In 1964-65, the total turn¬ 
over of trade (imports plus exports) was 
valued at Rs 15.18 crorcs. A decade 
later i.e. in 1974-75, the total had risen to 
Rs 49,80-crores with prospects of crossing 
the Rs 50-crorc mark in the current year. 
The traditional exports to Hungary in¬ 
cluded jute manufactures, tanned and 
semi-tanned hul?s and skins, semi-finished 
leather products, de-oiled groundnut cake 
m?al, other dc-otlcd cakes, cotton tex- 
t ties, coffee, and iron ore. In recent years, 
the share of non-traditional products 
had been steadily increased. The non- 
traditional exports to Hungary included 
such products as tinned fruits, juices and 
concentrates, de-hydrated vegetables, 
radios, record players, tape-recorders, 
gramophone records, pre-recorded caset- 
tes, confectionery, stationery and office 
equipment. 

Hungary has a creditable record of co¬ 
operation with this country m the esta¬ 
blishment of industrial projects. The 
aluminium plant at Korba with a capacity 
of 200,000 tonnes of alumina per annum, 
the production of turbines and generators 
for the hydraulic power plants, the esta¬ 
blishment of a unit producing incandes¬ 
cent lamps at Sonepat and another enter¬ 
prise manufacturing vitamin B12 are 
outstanding examples of fruitful colla¬ 
boration between the two countries. In 
his discussions with Mr T.A. Pai, Mr 
Puja is reported to have suggested the ex¬ 
tension of cooperation in machine build¬ 
ing, precision engineering, textile machi¬ 


nery, electronic measuring instruments 
television sets, food processing and the 
m$mofocture of educational equipment. 

In order to promote joint development 
of new technologies, establishment of new 
joint ventures and marketing of goods 
jointly produced, the Indo-Hungarian 
Economic, Scientific and Technical Joint 
Commission was set up in 1974. React¬ 
ing favourably to Mr Puja’s suggestions, 
Mr T.A. Pai suggested that the Indo- 
Hungarian Commission should achieve 
concrete results speedily and should, in 
particular, explore the possibility of joint 
ventures in third countries for the manu¬ 
facture of alumina. Mr Pai was keen 
that the Commission should in its next 
meeting identify such areas as would per¬ 
mit the establishment of joint ventures. 

In the field of telecommunications, the 
Posts and Telegraphs Department of the 
ministry of Communication has received 
considerable assistance from BUDAVOX, 
a foreign trading company of Hungary. 
The value of contracts entered into so far 
is valued at Rs 10 crores. The micro¬ 
wave links will connect Bombay with 
Madras and Trivandrum, and Delhi with 
Srinagar and Jammu. Also, Kanpur will 
be linked with Nagpur and Patna with 
Muzaffarpur. This contract has opened 
up areas of increased trade in the field of 
tclccommun ica t ions. 

The Hungarian computers and peri¬ 
pherals marketed by the Hungarian com¬ 
pany Videotan also have a possibility of 
joint manufacture in this country. Re¬ 
cently, the Electronics Corporation of 
India Ltd. (ECIL).—a public sector under¬ 
taking—was reported to have purchased a 
few peripherals which were being tested 
by it. Further cooperation between the 
two enterprises rested upon the findings 
of the scientists at ECIL.' 

Another area where possibilities of co¬ 
operation existed was that of the manu¬ 
facture of medical instruments. MEDI- 
COR WORKS has specialised in the 
manufacture of X-ray machinery, auto¬ 
matic lung ventilators, hypodermic need¬ 
les, gas sterilizers and various kinds of 
instruments used in hospitals. 
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In the tottpftietuw x^teachta§*qu$« 
meat and * iqsiswneatg Hungary jh», 
made considerable progress tn 
decade. Electro impex Hungarian Trad* 
ing company for telecommunication and 
precision goods has already carved out a 
place for itself in eastern Europe and is 
posed for growth elsewhere. It has ex¬ 
ported closed-circuit television syatesft 
to other countries for assisting in the edit, 
cational programmes. Now it has spe¬ 
cialised in audiovisual education facilities 
which fall into the following groups; (i) 
basic equipment (projectors, tape-recox- 
ders, television sets etc); (il) programmed 
facilities for individual and collective use 
(iii) language laboratories, general teach¬ 
ing laboratories; (iv) facilities for the indi¬ 
vidual and groupwise teaching of people 
with impaired hearing; and (v) closed- 
circuit television systems for educational 
purposes. Mr Puja had recommended 
collaboration between Ekctroimpcx and 
Indian companies for promoting educa¬ 
tional programmes in this country. 

Another Hungarian enterprise named 
Metrimpex has specialised in the supply 
of instruments, appliances and complete 
laboratories to institutions of education 
at different levels. These appliances have 
been used in secondary schools, profes¬ 
sional training and higher educational 
institutions and universities. Some of the 
products of this organisation were dis¬ 
played in an exhibition held in the capital 
in November, 1975. There are prospects 
of increasing collaboration with Metrim¬ 
pex, specially in joint ventures. 

Besides economic cooperation, several 
cultural agreements have been concluded 
between the two countries in the past 20 
years which have promoted both scientific 
and cultural contacts. More than 100 
books by Indian authors have been trans* 
lated in Hungary, besides Ramayana and 
Mahabharata. An Indo-Hungarian 
faculty is currently operating at the Eotvos 
Lovand University at Budapest. Many 
Hungarians had learnt Hindi. Dr. Peter 
Kos, a former ambassador to India had 
published the first Hungarian-Hind! dic¬ 
tionary. The cultural exchange pro¬ 
gramme has provided opportunities to 
Indian experts to visit Hungary and vice 
versa- 
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Capital s Corridors 

R. C. Ummat 

Export incentives • Fostering green revolution • 
Buffer stock expectations * Plan outlay 


Thb union government is expected to 
announce a revised export assistance 
scheme well before the end of the 
current financial year next month. An 
indication of this effect was given by the 
union minister for Commerce, Prof. 
D.P* Chattopadhyaya, at the last week’s 
meeting of the Engineering Export Promo¬ 
tion Council (EEPC). The new scheme 
is likely to be much more liberal than the 
current one because an all-out effort is 
envisaged to be made at stepping up ex¬ 
ports so that the huge adverse balance of 
trade since last year can be reduced to a 
reasonable level. 


recommendation to RBI 

The Commerce secretary, Mr S.G. 
Bose-Mullick, revealed at the above 
meeting that his ministry had suggested 
to the Reserve Bank of India that a remit¬ 
tance of two per cent of the value of con¬ 
tracts abroad should be permitted to ex¬ 
porters to cover after-sales services done 
locally. 

Mr T.A. Pai, the minister for Industry, 
who also addressed the above meeting, 
disclosed that the supply of 15,000 ton¬ 
nes of commercial grade aluminium for 
the production of items that are exported 
would be treated as export. Already in 
view of the rapid increase in the output 
of aluminium, the government has allow¬ 
ed exports of 20,000 tonnes of metal. 
The export contracts for this quantity 
are expected to be entered into by the 
producers in the next few weeks. Sub¬ 
stantial orders in fact, are understood to 
have already been booked both by 
Indian Aluminium and Hindustan Alu¬ 
minium. The 20,000 tonnes exports of 
aluminium at the current international 
price*—though they are considerably 
lower than the levels obtainable a few 
months ago—are expected to bring in 
foreign exchange worth nearly Rs 12 
erbres. 

Another announcement which was made 
by Mr Pai was that the government pro¬ 
posed to decontrol the distribution of 


electrical grade aluminium, although the 
price control on this product was envisa¬ 
ged to be continued. The sale of com¬ 
mercial grade aluminium has already been 
decontrolled. 

Meanwhile, in the interest of improv¬ 
ing the competitive position of our jute 
manufactures in the world market, the 
government has abolished export duties 
on jute sacking, webbing yarn and twine. 
The exports of jute goods this year have 
dwindled considerably not only because 
of the mounting competition from sub¬ 
stitutes despite the sharp increase in oil 
prices during the last 30 months, but also 
owing to re-emergence of large exports 
from Bangladesh. Recent reports sug¬ 
gest that Bangladesh has been booking 
orders for jute goods at prices about Rs 
TOO per tonne lower than the minimum 
export prices fixed by us. 

levy abolished 

The export duty on jute carpet backing, 
both primary and secondary, it may be 
recalled, was abolished with effect from 
May 3, 1975 following the recommen¬ 
dation of the jute delegation which visi¬ 
ted the United States and Canada in 
February last year under the leadership 
of Mr Bose-Mullick. The export duties 
on the other categories of jute manu¬ 
factures has been maintained at that time 
on expectations that the situation might 
imprqye. This expectation has not mate¬ 
rialised. Hence the export levy of Rs 
150 per tonne on sacking, Rs 200 per 
tonne on webbing and Rs 105 per tonne 
on yam and twine had to be abolished 
last week. 

It, however, remains to be seen how far 
the abolition of the above export levies 
would help push up exports of jute goods. 
If the above reports about the Bangladesh 
competition are taken note of, that coun¬ 
try still enjoys considerable price advan¬ 
tage over us. 

The loss to the central revenue on ac¬ 
count of the abolition of export duties on 


jute goods, however, should be mitigated 
to a great extent by the sharp increase 
effected last week in the export duty on 
coffee—from Rs 50 to Rs 300 per quintal 
—and the imposition of a levy on exports 
of groundnuts. The exports of groundnuts 
in shell will now attract a duty of Rs 600 
per tonne and in kernel form Rs 800 a 
tonne. 

The above changes in the export duties 
take effect from February 12. 

The imposition of export duty on 
groundnuts and the enhancement of the 
levy on coffee exports are stated to have 
been done to mop up part of the excessive 
profits made by the exporters of the two 
commodities in the recent past as a result 
of their international prices skyrocketing. 
Because of the failure of the coficc crop 
in Brazil, exports of this beverage from 
this country are expected to biing in this 
year foreign exchange worth as much as 
Rs 100 crores. The exports of ground¬ 
nuts too are said to have been substantial. 


With a view to making the country 
self-sufficient in food through fostering 
the green revolution, the National Seeds 
Corporation (NSC)—a public sector un¬ 
dertaking under the union ministry of 
Agriculture—has embarked upon an am¬ 
bitious programme to multiply the out¬ 
put of quality seeds five times by the end 
of 1978-79 compared to the 1973-74 
level. Eight projects are proposed to be 
launched to accomplish this objective in 
collaboration with the state agriculture 
departments, financial institutions, the 
government of India and the World Bunk. 
They will involve an investment of Rs 
120 crores. 

The first package of the project, which 
has been already evaluated by the World 
Bank will a view to providing assistance 
to the tune of 50 per cent of its cost, 
covers Punjab, Haryana, Andhra Pra¬ 
desh and Maharashtra. The second pac¬ 
kage would cover the states of Karnataka, 
Uttar Pradesh, Rajasthan and Tamil- 
nadu. The third package, expected to 
be financed soon, is likely to benefit the 
states of B’har Madhya Pradesh, Orissa, 
Gujarat and West Bengal. The remaining 
five packages are yet to be drawn up. 

The above programme will not only 
cater for the domestic requirements of 
quality seeds but also enable the country 
to augment seed exports. A beginning 
has already been made for exporting 
quality seeds to the neighbouring coun¬ 
tries. Seeds worth Rs 29.32 lakhs were 
exported last year to 12 countries in Asia 
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and Africa. It is proposed to open two 

zonal offices in the near future for export¬ 
ing quality seeds; one zonal office will 
be set up in Egypt and the other in Thai¬ 
land. It is felt that because of the wide 
diversity of climatic conditions avail¬ 
able here, quality seeds can be produced 
catering for the requirements of any part 
of the world. Exports, however, are 
not to be effected at the cost of the domes¬ 
tic requirements. 

In the interest of encouraging farmers 
to go in for quality seeds, the NSC re¬ 
cently reduced the prices of wheat and 
paddy seeds by 10 per cent in spite of the 
payment of 7± per cent more to seed 
growers as purchase price. A further 
cut of .10 per cent in these prices is pro¬ 
posed to be effected next year. To bring 
down its costs, the NSC has adopted a 
new strategy of production and distribu¬ 
tion, the thrust of which will be compact 
area approach. This approach will not 
only help improve the quality of seeds 
through facilitating proper technical 
supervision at the cultivation stage but 
also enlarge the scale of production and 
reduce distribution distances. Distribu¬ 
tion costs are envisaged to be brought 
down considerably further through grea¬ 
ter resort to bulk storage and move¬ 
ment. 

widened network 

The distribution network too is being 
widened and strengthened. It is envisa¬ 
ged to set up in the near future at least 
four sales points in each of the 5,000 
community development blocks in the 
country so that high quality seeds can be 
made available to farmers even in the 
remotest village. Nearly 90 transit stor¬ 
age points nave been planned. Each 
storage point will cover 200/220 sales 
points. The distribution network of the 
NSC will be available for the sale of seeds 
produced by the state farm corpo¬ 
rations. 

To ensure that the farmers get only 
high quality certified seeds, it is proposed 
to introduce from the coming season the 
system of placing a card in each bag of 
seeds to be used by farmers for making 
complaints about quality or any other 
matter without paying any postage. A 
small separate packet is also proposed to 
bs attached to each bag of seeds so that 
the farmers can test the viability of the 
seeds themselves before planting. If the 
viability is not established, the seeds bag 
can be returned to the corporation in¬ 
tact. If a scaled bag is found to contain 
sub-standard seeds, the person reporting 
the matter wiU be paid by the NSC twice 
the price of the bag. 

Disclosing the above plans at a press 
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conference hare last week; the chairman 
of tilt NSC and the Stae Farms Corpora¬ 
tion of India, Dr D.P, Singh also stated 
that (he NSC bad been able to virtually 
double its turnover last year to Rs 16.22 
crores from Rs 8.32 crores In 1973-74. 
The turnover in 1972-73 was of the or¬ 
der of Rs 7.20 lakhs. The profit before 
tax Increased from Rs 84.28 lakhs in 
1972-73 and Rs 1.16 crores in 1973-74 to 
as much as Rj 2.54 crores in 1974-75. 
After tax, the profit in 1974-75 amoun¬ 
ted to Rs 71.70 lakhs, as against Rs 45.40 
lakhs in 1973-74 and Rs 44.48 lakhs in 

1972- 73. The net worth of the corpora¬ 
tion at the end of the last financial year 
was Rs 459.3 lakhs, as against Rs 400.76 
lakhs at the end of 1973-74 and Rs 323.19 
lakhs at the close of 1972-73. The reser¬ 
ves and surpluses at the end of 1974-75 
amounted to Rs 151.88 lakhs—48.99 
per cent of the equity capital. The per¬ 
centage stood at 29.51 at the end of 

1973- 74 and 16.38 at the close of 1972- 
73. The dividend for 1974-75 was stepped 
up to eight per cent from five per cent in 
the previous year. The production of 
foundation seed went up from a fraction 
over 56,868 quintals in 1973-74 to 88,550 
quintals in 1974-75. The output of certi¬ 
fied seeds increased from 311,916 quintals 
to 732,760 quintals. The targets for the 
last year envisaged production of 81,726 
quintals of foundation seed and 781,126 
quintals of certified seeds. The sales of 
certified seeds in 1974-75 amounted to 
Rs 1337.97 lakhs, as against Rs 696.27 
lakhs in 1973-74 and Rs 591.05 lakhs in 
1972-73. 


The Food Corporation of India (FC1) 
too, is bracing itself up to the task of stor¬ 
ing nearly 13 million tonnes of foodgrains 
by the middle of next year. With the 
procurement of the last kharif output 
expected to exceed five million tonnes— 
already more than 3.6 million tonnes have 
been procured out of this harvest, as 
against about 2.2 million tonnes by this 
time last year—and at least five million 
tonnes likely to be available for procure¬ 
ment out of the current rabi crop, the 
indigenously procured stocks to be hand¬ 
led will exceed 10 million tonnes. Tak¬ 
ing imports into consideration and the 
dwindled offtake from the fair price shops 
—currently this offtake is around 8 lakh 
tonnes a month, as against over on 
million tonnes 12 pionths ago—the peak 
level of stocks—13 million tonnes—is 
likely to be reached by August. The 
stocks will start declining thereafter be¬ 
cause of the onset of the next lean 
season. 

On current indications, the captive 
storage capacity of the FCI is expected to 

* 


be increased to 8.8 mttiion tonnes 
Wy-Auguss* next. Another two 
tonnes tm bettor*! in tg; rsaiSbSSSilSr 
the state food corporations and etne*: 
similar agencies. So efforts are being 
made to hire storage to the extent « 
about two million tonnes. 


The expectations that stocks of food- 
grains would grow to 13 million tonnes 
by August has raised hopes that it would 
be possible to build up a buffer stock of 
nearly 10 million tonnes by the time the 
next kharif crop comes in. Not more 
than three million tonnes would be re¬ 
quired for allocations to the fair price 
distribution system in the next lean 
season preceding the next kharif crop— 
at the rate of a million tonnes per 
month. 


The need for augmenting storage facili¬ 
ties is said to have attracted the attention 
of the World Bank. It is expected to 
send out a team to assess the require¬ 
ments. It is proposed to double the silos 
capacity in the near future through assis¬ 
tance from the World Bank from the pre¬ 
sent capacity of one lakh tonnes. Addi¬ 
tional warehousing facilities are envisa¬ 
ged to be created on conventional lines 
both in the main producing and consuming 
areas. 


A substantial step-up in the Plan out¬ 
lay of the next financial year is understood 
to have been decided upon by the union 
minister for Finance, Mr C. Subrama- 
niam, and the deputy chairman of the 
Planning Commission, Mr P.N. Haksar, 
at a meeting here last week. The next 
year’s outlay is now expected to be nearly 
Rs 1,400 crores more than the current 
year’s figure. Nearly two-thirds of the 
increase is likely to be in the state 
sector. 

Although it was indicated recently by 
the Planning Commission that the central 
assistance to states for Plan purposes 
would be maintained next year at the cur¬ 
rent year’s level, some increase in this 
assistance is not ruled out according to 
informed sources. 

An in the recent past, the next year’s 
plan will continue to put an overwhelm¬ 
ing emphasis on the development of the 
core sectors of the economy, namely oil, 
power, agriculture, irrigation, fertilisers 
and steel. Some increases in allocations 
for social welfare schemes, however, can 
be expected as the expenditure on them 
was severely curtailed in the last 
two yean owing to the resources cons¬ 
traint. 
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HINT OF VIEW 


Industrial licensing : regional pattern 

6. K. Kolanjiyil 


After almost two decades of planning 
with all its emphasis on balanced regional 
development, the Planning Commission's 
Working Group 1 on identification of 
industrial backwardness (Pande Working 
Group) found the existence of wide diffe¬ 
rences in the levels of development among 
the various states and territories. Only 
eight states and two union territories were 
eligible to be considered as developed in 
1969 according to the eight criteria 
adopted by the working group. The 
gulf between the most developed state 
(Maharashtra) and the least developed 
state (Nagaland) was quite wide. Poli¬ 
cies and operations of all the develop¬ 
mental agencies have to share the blame 
for this lopsided development of the eco¬ 
nomy. 

But the major share of the blame 
will have to be borne by the licensing 
authorities who were conferred with wide 
powers over the location decisions of 
private sector industry by the Industries 
Development and Regulation Act, 1931. 
In fact, licensing policy was conceived as 
an important instrument for implementing 
the Industrial Policy Resolution of 1956 
which emphasised that “in order that 
industrialisation may benefit the economy 
of the country as a whole, it is important 
that disparities in the levels of develop¬ 
ment among the different regions should 
be progressively reduced.*” 

basic idea 

The basic idea of an industrial licence 
- has to be that it represents “the social 
sanction for drawing scarce resources 
from the national pool”.' Once the in¬ 
dustrial licence is issued, the other agen¬ 
cies engaged in financing and developing 
these units almost take that the social 
objectives are met. For instance, the Dutt 
committee which went into the operations 
of the term-lending institutions noted that 
“the fact that an applicant has an indus¬ 
trial licence seems to have been taken 
as adequate proof of the importance 
and priority accorded to the industry by 
the Government”. 4 And once the appli¬ 
cant has a licence and the term-lending 
institutions commit their resources, the 
commercial banks also do not seem to 
take a second look at the regional and 


other social objectives of projects for 
which bank funds arc sought. 

Dr Hazari and the Dutt committee had 
gone into the question of how far the 
licensing policy has been instrumental in 
bringing about better regional balance 
in the industrial development. Both the 
enquiries have found that licensing as 
an instrument for regional dispersal has 
failed. The analysis of both Dr Hazari 
and Dutt committee is restricted to 
periods ending in 1966. Dr Hazari’s 
report covers the period 1959-66 while 
Dutt committee's report covers the ten- 
year period 1956-66. In this article, an 
attempt is made to see whether there has 
been any shift in the regional pattern of 
industrial licences issued after 1966, at 
least as a result of these two committees’ 
findings. Both inter-state and intra-state 
pattern of licensing have been studied. 
The enquiry ends in the first half year of 
1974. 

a comparison 

For the sake of comparison, the 
findings of the two previous enquiries as 
also Dr Ashok Mitra’s pioneering study 6 
on the regional pattern of licensing dur¬ 
ing the period 1953-61 are also reviewed 
briefly. Even of the post-1966 period, 
analysis has been done separately for the 
period 1970-74. This is because two im¬ 
portant developments took place in 1969 
and 1970. One was the identification of 
backward states and territories by the 
Pande Working Group in 1969 and the 
identification of the backward districts 
by the, term-lending institutions in 1970 
based on the criteria suggested by the 
Pande Working Group and 'some other 
criteria’ suggested by the Planning Com¬ 
mission. 

The identification of the backward 
regions removes one of the reasons 
attributed by the Dutt committee for the 
failure of licensing instrument. Accord¬ 
ing to the committee the reason for the 
failure of licensing instrument in achiev¬ 
ing regional dispersal of industries was 
the absence of any list of industries where 
regional dispersal could be attempted and 
the lack of any clear-cut demarcation of 
industrially baeward regions”. At the 


time of submitting the committee’s report, 
“the question of identifying backward 
regions has not been settled”. The role 
of industrial licensing for fostering the 
industrialisation of these regions will 
remain indeterminate as long as this mat¬ 
ter remains undecided. Thus, a gap has 
remained in the planning technique and 
this has prevented the licensing authori¬ 
ties from taking positive steps to guide 
new industries to such (backward) areas.” 

“negative bias'* 

Secondly, one of Dr Hazari's criticisms 
of the industrial licensing policy was that 
the instrument has only “a negative bias”. 
But by 1970, with the announcement of 
transport subsidy, investment grants and 
concessionary term finance, positive in¬ 
ducements have been given for indus¬ 
trialists to locate their units in the back¬ 
ward regions. It may again be recalled 
that one of the reasons why fewer licen¬ 
ces have been issued in the backward 
regions was the fewer number of applica¬ 
tions submitted from these regions. With 
the monetary incentives offered by the 
government and the term-lending institu¬ 
tions now, the inducements for seeking a 
licence for starting a unit in an industrially 
backwad state or district have increased 
thus adding a positive touch to the other¬ 
wise ‘negative’ licensing instrument. Our 
enquiry therefore seeks to find out whe¬ 
ther the identification of areas and the 
grant of financial incentives, from 1970 
onwards, have made any difference in the 
regional pattern of licensing. 

The problem of regional disparities 
in industrial development is actually in¬ 
herited from the past. In 1948 itself the 
three presidencies i.e. West Bengal, 
Bombay (Maharashtra and Gujarat) and 
Madras (Tamil Nadu, Andhra Pradesh 
and parts of Kerala) together had more 
than 77 per cent of the industrial employ¬ 
ment. The share of Maharashtra and 
West Bengal alone come to about two- 
thirds. But the licensing policy despite 
its objective of regional dispersal has 
failed to correct these imbalances. The 
Census Commissioner’s study referred to 
earlier found that over the period 1953-61 
more than four fifths of the licences have 
gone to the eight states and two union 
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territories now identified as developed, nifties, ranked second, first, seventh and 
by the Pande Working Group (Table I). fourth respectively, in per capita income 
In the order of importance, these states in -.1955-56. 
were Maharashtra (27.3 per cent). West 

Bengal (18.7 per cent), Tamil Nadu (10.0 The Dutt committee which analysed 
per cent) and Gujarat (7.6 per cent), the pattern of licences issued during the 
Together, these four states accounted for 10 years period 1956-66, found that 77.7 
nearly two-thirds of the total licences' per cent of the total number of licences 
issued. It may be remembered that these issued had gone to the eight states and two 
states, according to the NCAER esti- union territories. The ranking also 

Table I 

State-wise Distribution of the Number of Industrial Licences Issued During 

1953-73 

(Figures are percentages to All-India Total) 


States and Union 1953-61 1956-66 1959-66 1959-66 1967-74 1970-74@ 

Territory (Amount of 

investment) 

(a) (b) (c) (c) 


A. Developed 


West Bengal 

18.7 

16.5 

18.0 

14.5 

12.1 

10.1 

Tamil Nadu 

10.0 

9.7 

8.2 

10.1 

8.0 

8.7 

Gujarat 

7.6 

8.9 

7.5 

5.0 

10.6 

10.7 

Maharashtra 

27.3 

27.4 

31.9 

21.5 

28 4 

26.7 

Punjab 

7.3 

6.3 

7.0 

4 . 4 * 

3.3 

2.8 

Haryana 

— 

—. 

— 

— 

0.1 

0.1 

Karnataka 

3.8 

3.2 

3.7 

4.7 

5.1 

5.7 

Kerala 

4.1 

3.6 

2.2 

2.3 

1.7 

1.7 

Chandigarh 

— 

— 

-- 


Neg. 

Neg. 

Delhi 

2.7 

2.1 

2.1 

2.1 

1 4 

1.7 

Total : 

81.5 

77.7 

80.5 

64.5 

70.7 

68.2 

B. Backward 

Andhra Pradesh 

2.8 

3.3 

3.1 

5.4 

4.7 

5.1 

Bihar 

2.9 

5.1 

3.2 

7.5 

3.8 

3.2 

Rajasthan 

1.3 

1.8 

1.6 

3.3 

2.5 

2.6 

Madhya Pradesh 

1.7 

2.5 

3.9 

7.2 

2.2 

2.5 

Assam 

1.0 

0.9 

0.8 

1.3 

1.1 

L.l 

Uttar Pradesh 

7.4 

6.7 

5.3 

7.9 

8.4 

9.5 

Orissa 

1.3 

1.2 

1.2 

2.5 

0.8 

0.8 

Jammu and Kashmir 


— 

- - 

— 

0.1 

0.2 

Nagaland 

— 

— 

— 

—. 

Neg. 

Neg. 

Himachal Pradesh 

0.1 

— 

— 

— 

4.5 

5.6 

Manipur 

— 

— 

— 

— 

Neg. 

Neg. 

Meghalaya 

— 

— 

— 

— 

0.1 

0.1 

Tripura 

— 

—. 



0.1 

0.1 

Goa, Daman and Diu 



- 


0.2 

0.3 

Pondicherry 

- - 

-- 

— 

—. 

0.1 

0.2 

Dadra and Nagar 

— 

— 

— 

— 

0.1 

0.1 

Haveli 

Others£ 

— 

0.8 

0.4 

0.4 

0.6 

0.4 

Total: 

18.5 

22.3 

J9.5 

35.5 

29.3 

31.8 

All-India Total: 100.0 

100.0 

100.0 

100 0 

100.0 

100.0 


@Figures for 1974 relate to the first half year only. 

£For which individual figures are not available. 

* Induces Haryana and Himachal Pradesh. 

Source : Compiled from— 

(a) Census of India 1961— Levels of Regional Development in India. Vol. I Part IA (l) 
by Ashok Mitra. 

(b) Reports of the Industrial Licensing Policy Inquiry Committee (Dutt Committee) 

(c) Industrial Planning and Licensing Po.icy -Final Report by Dr. R.K. Hazari 
Note : States have been arranged according to the ranking of development given by 
the Pande Committee in 1969. 


remained the same as in the Census Com¬ 
missioners, study. Four developed slates 
together accounted for 62.5 per 990 * of 
the total number of licences. The .shares 
of Maharashtra and Gujarat in fact have 
increased. 

Dr. Hazari's study covering the period 
1959 to 1966 (half year of 1966) observed 
a marginal increase in the disparities in 
licences issued. More than four-fifths of 
the licences had gone to the eight develo¬ 
ped states and two union territories. 
Again the ranking of the states remained 
the same. The four states together ac¬ 
counted for 65.52 per cent of the licences 
issued. This represents an increase over 
the share noticed by the Dutt committee, 
for the period 1956-66. The share of 
West Bengal and Maharashtra showed 
an increase. Maharashtra, it may be 
noticed, has continuously increased its 
share during successive enquiry periods. 

essential features 

The post-1966 period to which our pre¬ 
sent enquiry relates shows that there has 
been some fall in the share of the deve¬ 
loped states and territories. But the 
basic pattern still remains. Of the total 
number of industrial licences issued bet¬ 
ween 1967-74 (for the first half year of 
1974 only) the eight states and two union 
territories still cornered 70.7 per cent. 
The four industrially developed states 
together still accounted for 59.1 per cent 
of the industrial licences issued. The 
ranking of Maharashtra and West Bengal 
continued to he the same as in the pre¬ 
vious enquiries though their relative 
share came down. Gujarat however, 
had improved its ranking to third, over¬ 
taking Tamil Nadu. Tamil Nadu's rank 
had come down to fifth, the fourth posi¬ 
tion having been taken by Uttar Pradesh. 

As we had seen earlier, 1970 onwards 
there were positive inducements offered 
to units for locating industries in the back¬ 
ward states and districts. An analysts of 
the industrial licences issued between 1970 
and 1974 however shows that these indu¬ 
cements had only a marginal effect on the 
redistribution of licences issued in favour 
of backward states. The share of deve¬ 
loped states and territories had come 
down but only to 68.2 per cent during the 
period 1970-74. The first rank of 
Maharashtra remained uncontested. 
Gujarat improved its rank to second. 
West Bengal’s rank slided down to third 
and Tamil Nadu maintained its fifth 
rank. Together, these four states still 
cornered 56.2 per cent Of the total licences 
issued showing only a marginal reduction 
in their shares from the period 1967-74. 
The share of Maharashtra and West 
Bengal slightly came down, while that of 
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■Btdgfladt* ahd Gujarat went up mar- 


A year-wise analysis of the industrial 
licences issued after 1967 shows that 
'then has been no consistent trend in 
the regional pattern. (Table II). The 
Shan of • developed states went up 
steadily from 1967 to 1969. It rose from 
76,5 per cent in 1967 to 78.9 per cent in 
1968 mid to 84.5 per cent in 1969. It 
came down to 71.6 per cent in 1970 and 
fo68.3 per cent in 1971 and further down 
to 65.9 per cent in 1972. However, the 
share of developed states went up again 
to 73,2 per cent in 1973. The share 
drastically came down during the first 
half of 1974 for which only latest data is 
available. The first rank of Maharashtra 
continues throughout the period. West 
Bengal was second in rank till 1972 when 
its rank slipped to the third. Its rank 
came down to sixth in 1973. But during 
the first half of 1974, its rank again im¬ 
proved to third. Gujarat had the third 
rank till 1971 but in 1972 and 1973 it 
unproved us rank to second but slid back 
to fourth in 1974. 

akawod pattern 

One of the criticisms likely to be level¬ 
led against the above analysis is that it 
has been done in terms of the number of 
licences and not in terms of amount of 
investments proposed or fructified. Un¬ 
fortunately, the published data on these 
investments are scarce and therefore we 
have to be content with the number of 
licences. The Hazari report however 
gives some data regarding the investment 
for the period 1959-66. The analysis 
of investments by states also shows the 
skewed distribution pattern though there 
has been slightly more evenness in the 
flow of investment than in the number of 
licences issued. Nearly two-thirds of the 
investment relating to the licences issued 
between 1959 and 1966 had gone to the 
developed states and territories. The 
' four states of Maharashtra, West Bengal, 
Tamil Nadu and Gujarat together ac¬ 
counted for more than half the invest¬ 
ments. 

The paid-up capital of the public and 
private limited companies, especially of 
the former, incorporated in various states 
may give us an indirect indication of 
the regional pattern of the investments 
fructified out of the licences issued. 
Eightyfive per cent of the total paid-up 
capital of the public limited companies 
belonged to companies whose registered 
' offices were located in the eight developed 
states and two union territories. The 
share of these states in the paid-up capital 
of private limited companies at the end 
of March 1974 was however lower (46,5 



per cent). These industrially developed 
states aim territories, accounted for more 
than three-fifths of the total paid up capi¬ 
tal of all companies, both public limited 
and private limited. These findings how¬ 
ever will have to be interpreted with 
caution as the location of factories and 
registered office can be in different states. 

The first analysis of intra-state dis¬ 
parities has been done by Ashok Mitra, 
the Census Commissioner. He found that 
the three metropolitan cities of Bombay, 
Calcutta and Madras, had cornered 35.8 
per cent of the total licences issued bet¬ 
ween 1953-61. The share of Bombay 
itself was as high as 21.6 per cent and 
that of Calcutta 11.4 per cent. Districts 
in the top tier of development excluding 
the above three cities got 46 1 per cent 
of the licences. Districts in the third tier 
of development received 12.8 per cent of 
the licences. Districts in the lowest 
layer accounted for hardly 1.7 per cent 
and those in the second layer accounted 
for 3.6 per cent of the licences issued. 

The Town and Country Planning 
Organisation,* had found in 1966 that, 
of the licences issued between 1952 and 
1964, 64.4 per cent went to cities with 
population of one lakh and above. The 
share of cities with population of one 
million and above alone was 41.4 per cent. 
Cities with population between one lakh 
and one million got 23.0 per cent of the 
licences issued. Rural areas and towns 
with population below one lakh accounted 
for only 35.6 per cent of the issued licen¬ 
ces. Towns and rural areas with popu¬ 
lation below 20,000 got only 17.8 per cent 
of the licences. Towns with population 
between 20,000 and 50,000 got only 10.9 
per cent share. 

main baneficlarits 

A survey conducted by the Develop¬ 
ment Commissioner, Small Scale Indust¬ 
ries, covering 819 large scale undertakings 
confirmed the above pattern. The sur¬ 
vey fotind that about 50 per cent of the 
licences issued to these undertakings 
between 1961 and 1965 went for cities with 
a population of one lakh and above. 7 


Dr Hizari’s report has not touched upon 
the problem of intra-state disparities in 
the issue of licences. The Dutt committee 
however has discussed elaborately on this 
problem. They found that, out of the 
total 2741 licences issued for Maharashtra, 
the districts of Bombay suburban, Thana 
and Poona, obtained about 51 per cent. 
Similarly, out of the 1649 licences issued 
to West Bengal, 71 per cent went to 
Calcutta, Howrah and Hooghly. In 
Tamil Nidu, out of thg 970 licences issued 
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59 per cent went to cities of Madras and 
Coimbatore. 

At present, as seen earlier 242 out of 
384 districts (63.3 per cent) are treated as 
backward for purpose of concessional 
and liberal finance from term lending 
institutions. These districts account for 

57.3 per cent of the population of the 
country and 67.8 per cent of land area. 
Our analysis of the industrial licences 
issued for the period 1970 to 1974 for 
which period separate data on licences 
issued for backward districts are available 
shows that only 19 per cent of the licences 
issued have gone to backward districts. 
Here again, there is no steady trend. The 
share of backward districts which was 

16.3 per cent in 1970 came down to 12.1 
per cent in 1971. But it went up to 14.2 
per cent in 1972 and further to 17.2 per 
cent in 1973. In 1974 however the share 
of backward districts rose to 27.1 per 
cent. The intra-state disparities among 
developed states was the highest in Maha¬ 
rashtra and second highest in Gujarat. Of 
the total licences issued .in Maharashtra 
between 1970 and 1974, only 6.9 per cent 
went to backward districts. The share 
of backward districts in the total licences 
issued in Gujarat was only 10.8 per cent. 

Inter-state disparity 

The backward districts in the country 
are spread over both developed and 
backward states. It is to be examined 
whether the process of reducing the intra¬ 
state disparities has also led to the reduc¬ 
tion of the inter-state disparities. A 
state-wise analysis of the licences issued 
in backward districts during the period 
1970 to 1974 shows that 60.2 per cent 
of the licences issued had gone to the 
backward districts of developed states 
and territories. However, here again, 
there is no steady trend. For instance, 
in 1970, as high as 80 per cent of the 
total licences issued to backward districts 
had gone to developed states. In 1971, 
this percentage came down to 54.0 per 
cent only to go up to 68.8 per cent in 
1972. In 1973, this share came down to 
64.1 per cent and in 1974 further down 
to 54.4 per cent. For the period 1970 
74, as a whole West Bengal had got 
the highest percentage of licences issued 
to backward districts (13.2 per cent), 
followed by Tamil Nadu (12.3 per cent), 
Maharashtra (11.4 per cent) and 
Uttar Pradesh (10.9 per cent). Thus it is 
seen that even the efforts made to reduce 
the intra state disparicies have not led to 
any reduction in inter-state disparities. 

How and why had the licencing instru¬ 
ment failed in its task of bringing about a 
better regional balance in the Industrial 
development. The Hazari report, as 
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A. Developed States 
West Bengal 
Tamil Nadu 
Gujarat 
Maharashtra 
Punjab 
Haryana 
Karnataka 
Kerala 
Chandigarh 
Delhi 

Total 

B. Backward States 

Andhra Pradesh 
Bihar 
Rajasthan 
Madhya Pradesh 
Assam 

Uttar Pradesh 
Orissa 

Jammu and Kashmir 

Nagaland 

Himachal Pradesh 

Manipur 

Meghalaya 

Tripura 

Goa, Daman and Diu 
Pondicherry 

Dadra and Nagar Haveii 
Other Union Territories 

Total 

All-India _ 

States and Union Territories 


eveloped States 
West Bengal 
Tamil Nadu 
Gujarat 
Maharashtra 
Punjab 
Haryana 
Karnataka 
Kerala 
Chandigarh 
Delhi 
Total 

B. Backward States 
Andhra Pradesh 
Bihar 
Rajasthan 
Madhya Pradesh 
Assam 

Uttar Pradesh 
Orissa 

Jammu and Kashmir 
Nagaland 
Himachal Pradesh 


12. t 

16.3 

14.7 

28.3 

It.3 

8.0 

6.1 

3.7 

5.5 

9.6 

10.5 

9.9 

12.1 

7.3 

10.2 

28.4 

34.0 

34.7 

36.5 

29.2 

3.3 

5.5 

7.4 

3.2 

3.0 

0.1 

—— 

— 

—— 

— 

5.1 

2.0 

5.3 

2.3 

4.7 

1.7 

2.7 

1.0 

1.4 

2.8 

Neg. 

— 

—. 

— 


1.4 

— 

— 

— 

0.8 

70.6 

76.5 

78.9 

84.5 

71.6 

4.7 

3.7 

2.1 

2.7 

3.9 

3.8 

7.8 

6.3 

3.2 

6.1 

2.5 

3.8 

2.1 

— 

1.9 

2.3 

1.7 

1.6 

0.9 

0.5 

l.l 

1.0 

2.1 

0.5 

0.3 

8.4 

4.1 

4.2 

5.0 

7.2 

0.8 

0.7 

1.1 

1.4 

l.l 


1.8 

15.5 

100.0 

1973 


13.4 

(15.8) 

9.6 

(18.8) 

6.9 

(8.7) 9.5 

8.3 

(15.8) 

6.2 

(7.5) 

10.6 

(17.5) 8.9 

10.7 

(5.3) 

10.8 

012 ) 

12.6 

(9.7) 8.9 

26.8 

(7.9) 

24.5 

(16.2) 

28.7 

(5.8) 24.9 

2.4 

(~) 

2.9 


2.5 

(4.9) 3.2 

0.2 

0.3) 

— 

(3.8) 

0.3 

(2.9) - 

3.5 

(7.9) 

7.5 

(8.8) 

7.7 

(10.7) 4.8 

l.l 

(“) 

2.1 

(2.5) 

1.7 

(3.9) 1.2 

—. 

(~) 

— 

(--) 

— 

(-) 0.2 

1.9 

(~) 

2.3 

(-) 

2.2 

(-) l.l 

68.3 

(54.0) 

65.9 

(68.8) 

73.2 

(64.1) 62.7 

6.2 

(6.5) 

5.0 

(2-5) 

4.8 

(1.9) 5.1 

3.8 

(5.3) 

3.2 

(3.8) 

1.5 

(1.9) 2.5 

2.5 

(9.2) 

3.2 

(2.5) 

1.3 

(1.0) 4.0 

3.2 

(11.8) 

2.1 

(2.5) 

1.8 

(1.9) 4.0 

0.8 

(5.3) 

2.1 

(7.5) 

0.7 

(2.9) 1.5 

7.7 

(5.3) 

9.4 

(62) 

10.0 

(19.4) 12.6 

1.3 

(1.3) 

0.5 

(1.2) 

0.2 

(-) 0.9 

0.3 

(1.3) 

— 

(-) 

0.2 

(1.0) 0.2 

— 

(-) 

0.2 

(—) 

— 

(-) - 

5.3 

(-) 

6.7 

(-) 

4.5 

(-) 4.9 


m 

K* 

j=f 


3.9 (1.7) 

6.1 ( 10 . 1 ) 

1.9 (3.4) 

0.5 (-) 

0.3 (1.7) 

7.2 (1.7) 

l.l (1.7) 

7.4 (—) 

= H 
- (-) 
- (-) 
- (-) 

Z 

28.4 (20. 3 ] 
100.0 ( 100 . 0 ) 
1974 (Jan. June)" 


( 6 . 0 ) 

< 10.0 

(3.7) 
(3.4) 
(7.0) 

(2.7) 
(-) 
(-) 

(54.4) 

(6.7) 
( 10 ) 
(7.1) 

n 

Vi 


0.4 (2.5) 


Notes : 1. Figures in brackets indicate the percentage share of each state in the industrial licences issued in backward districts . 
2. States have b:en ranked according to the ranging of development given by the Pande Committee In 1969. 
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see4 pearlier, finds that licensing as an 
instrument has only a negative bias. But 
thi* diagnosis has been, disputed by the 
Dott committee and rightly so. ‘‘Licen¬ 
sing authorities could advise applicants 
that the applications could be favourably 
considered if locations were proposed in 
some states or regions as against others." 
• 

This was actually done in some cases 
where licences were refused on the ground 
that there was no scope for an industry 
within a particular region. But this 
was actually done for industries based on 
availability of certain raw materials. But 
it could also have been done, according to 
the committee, for ensuring a fair re¬ 
gional distribution of industries especially 
of what are called footloose industries. 
That licensing was not soused was largely 
due to the fact that no clear policy and 
no overall guidelines were laid down re¬ 
garding the pursuance of this objective." 
An interesting finding of the Dutt com¬ 
mittee was that the continued predomi¬ 
nance of Maharashtra, West Bengal and 
Punjab was seen not only in industries 
where they had an advantage but also in 


industries with no specific location bias 
which were amenable to regional dis- 
peftal such as machine tools, metallurgi¬ 
cal add nofi-metatturgical industries and' 
transport equipment including bicycles. 

One of the reasons why the licensing 
has foiled is the lack of clear guidelines 
from the Planning Commission and the 
government to the licensing committee. 
“No list of industries where licensing 
could be done irrespective of the avail¬ 
ability of the natural resources locally, 
whose development in hitherto under¬ 
developed regions could not be unecono¬ 
mical was worked out". No overall 
region-wise plans for licensing of diffe¬ 
rent industries was formulated. This 
again is a result of the inadequate and 
imperfect planning process and techni¬ 
ques. 

If regional planning has to suc¬ 
ceed, the space dimension of industrial 
investment and production targets will 
have to be more clearly worked out. “It 
is essential that the development plan for 
the country should include a perspective 


regarding how different tenons will deve 
lop over a period of tune, which industriei 
will develop where and generally how thd 
spatial distribution of investment as wel 
as production could be attempted m i 
part of the plan. If this is done and t< 
the extent to which it is done in sperifii 
terms in particular industries, licensing 
can operate as one of the instrument! 
together with financial institutions ant 
others to help attain progress in these 
directions”. I 
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Integrated approach to rural banking * ° 


Thb Indian banking system is the product 
of an evolutionary, historical process and 
has been influenced by the environment 
within which it operated. In the pre¬ 
independence era, it had been developed 
and conditioned to meet the exigencies 
of the British colonial interests and ad¬ 
ministrative needs of a foreign govern¬ 
ment, wh-le during the past three decades 
it has assumed the rote of a catalytic agent 
in the economic growth and industriali¬ 
sation of the country. It has been charac¬ 
terised for its immense potentialities of 
growth, dynamism, flexibility and adap¬ 
tability. Nevertheless, in the absence of 
clear-cut objectives, direction and poli¬ 
cies, it has developed in a lop-sided man¬ 
ner, creating sectoral, regional and func¬ 
tional imbalances. The failure has not 
been of the system as such but at the 
policy-making level, responsible for the 
management and control of the system 
as such. 

In the post-independence period, the 
institutional credit structure in India 
made rapid strides through a network of 
commercial banks, foreign banks and co¬ 
operative banks. The concentration of 
the commercial banking system in the 
urban centres and for non-agricultural 

^ poses and that of the cooperative 
king sector in meeting the credit needs 
of the expanding agriculture in rural areas 


created a dichotomy in the balanced 
development of banking facilities between 
urban and rural population. The dicho¬ 
tomy was sought to be corrected after 
bank nationalisation in 1969 through 
commercial banking thrust in the rural 
areas and other schemes of integrated 
credit development in the agricultural 
sector. These efforts could simply reduce 
and not eliminate the influence of the 
moneylender and indigenous banker in 
agricultural financing, who continued to 
charge usurious interest rates anywhere 
between 30 per cent and 100 per cent or 
even beyond. 

The deoision to establish regional 
rural banks, as an institution for provi¬ 
ding ‘credit to disadvantaged sections 
of rural population is another addition 
to the existing variety of banking institu¬ 
tions, operating in this country. Subject 
to manpower constraints, it is contempla¬ 
ted to establish SO regional rural banks 
by April 1977. Bach bank would have an 
authorised capital of one crore of rupees 
and a paid-up capital of Rs 25 lakhs and 
is expected to serve a population of one 
crore. 

While the need of developing a more 
effective, coordinated and viable institu¬ 
tional structure in the rural sector is ac¬ 
cepted by all, doubts have been raised 


about the snap decision to create 54 
regional rural banks without thorough 
consideration of their functions, coordil 
nation with commercial and cooperative 
banking systems, resources, strength! 
staffing patterns and capacity to meet tb| 
objectives for which they have been crew 
tea. The present article attempts t< 
examine some of the aspects and problem 
of developing an integrated credit strac 
ture in the rural sector vis-a-vis the experi 
ment of regional rural banks, launchec 
recently. 

With the opening of five regional rum 
banks at Moradabad and Gorakhpur is 
UP, Jaipur in Rajasthan, Malda in West 
Bengal and Bhiwani in Haryana witt 
effect from October 2, 1975, a new link 
is being added to the chain of banking 
institutions in the rural areas with the 
specific objective of serving the under¬ 
privileged and disadvantaged people in 
the rural sector such as small and marginal 
fanners, rural artisans and landless agri¬ 
cultural labourers. Regional rural bani 
is a necessary corollary to the attempts to 
fill up the credit gap left unbridged by thaf 
recent legislation to eliminate the ruolj: 
indebtedness enacted by several states 
under the 20-point economic programme. 

The regional rural banks are proposed 
to be located in: 

(a) relatively backward or tribal areas 
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Black la the colour of tho most 
precious gold in the world today: 
oil—the Stock Gold. The gold on 
which depend India’s future economic 
independence and prosperity. Against 
a total requirement of 23 million tonnes 
in 1978, India produced only 8.30miHion 
tonnes. World oil prices and our 
national security now make it imperative 
that India finds her own oil—and ONGC 
has taken up the challenge. 
Over the years oil has emerged at the 
prime mover of industrial, agricultural and 
economic growth—especially in a country 
‘ like ours .Today, India needs oil not )ust as a 
source of energy, but as the basic feedstock 
for a variety of vital industries that constitute 
the economic backbone of the nation- 


The an gap is 14.70 mOHoa 
tonnes widel 

However, India does not at 
present produce all the oil 
she needs. As against a 
total indigenous production 
of 630 million tonnes in 
1975, consumption of crude 
oil and petroleum products 
was 23 million tonnes. The 
deficit 14.70 million tonnes 
was imported. By the end of 
the 5th Plan period it hos 
been estimated that the 
annual growth rate in 
consumption will be around 
7 %-necessiteting a total 
availability of nearly 34 
million tonnes of oil by 
1978-79. 

The world oil exists costs 


Rs. 183 crores In 1271 to 
Rs. 1.150 crores in 1975. This 
represents a substantial 
portion of India's total foreign 
exchange earnings. 

ONOC sccepts (he 
challenge -to build (ha 
nation with Blade Odd. 

Rising to meet the nation'a 
needs for vital oil is ONGC 
(Oil & Natural Gas Commis¬ 
sion)—the national agency 
for oil exploration and 
development. ONGC has 
launched an intensive all- 
out programme for oil, both 
on-shore and off-shore. 

And already the results are 
pouring m. Black Gold from 
ONGC is helping to oil the 
wheels of India's progress. 
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or where the coverage of commercial 
• banks pr cooperatives Is poor, but which 
have a real potential for developmental 
breakthrough with the flow of credit; 

(b) pockets or areas with weak coopera* 
->tivc structure in states where coverage 

and performance of cooperatives is fairly 
satisfactory; and 

(c) Below-1he-avcrage areas in states 
where commercial banks have a fairly 
wide network in rural areas. 

joint ventures 

The regional rural banks are joint ven¬ 
tures of the centre, the states and the 
sponsoring commercial banks in the ratio 
of 50:15:35. There is to be no partici¬ 
pation Of other institutions or individuals 
in their equity. They are expected to 
extend loan assistance only to small and 
mirginal farmers, small artisans and 
landless labourers. The banks have been 
directed to earmark their funds for two 
types of consumption loans*-educational 
expenditures and medical expenditures. 

The regional rural banks have been 
visualised to nurge completely in the 
landscape of rural India and to function 
not as commerciil institutions, but as 
social institutions playing an active role 
for ru-al uplift. Tne bmk personnel 
would be from a rural background and 
with a knowledge of local conditions, 
trained to function as friend, philosopher 
and guide to an illiterate villager. While 
the employees will enjoy scales of pay 
and other binjfi's according to the pre¬ 
vailing rates in the states, the procedures 
and forms will be simplified and all busi¬ 
ness will be transacted in the regional 
languages. In case it is necessary, the 
forms would be filled up by the bank 
employees themselves to eliminate the 
interference by the intermediaries. 

The Bhiwani Experiment : Haryana 
Kshetriya Gramin Bank (HKG), spon¬ 
sored by the Punjab National Bank, 
started functioning at Bhiwani from 
October 2, 1975. The bank is at present 
operating in the Bhiwani block of Bhiwani 
district, which is one of drought prone 
and backward districts of Haryana with 
61 per cent of the population consisting 
of small and marginal farmers with hold¬ 
ings up to two hectares. The HKG Bank 
is a scheduled commercial bank, covered 
under RBI Act 1934, Banking Regulation 
Act 1949 and Deposit Insurance Corpo¬ 
ration Act, 1961. It accepts deposits 
from the public and has been permitted 
to pay on its term deposits for periods 
upto five years, a rate of interest higher 
by 0.50 per cent over the rate prescribed 
by the other scheduled commercial banks. 


It also pays interest on Savings Bank 
Deposits at the rate of 5.50 per cent per 
annum as against 5 per cent paid by other 
scheduled commercial banks of the 
country. 

Initially the bank has started lending 
directly to small and marginal farmers, 
rural artisans and landless farmers in the 
Bhiwani block. It also finances primary 
credit cooperatives and Farmers' Service 
Societies, provided they have a prepon¬ 
derance of small/marginal farmers or 
landless labourers as members and are 
potentially viable. The bank sanctions 
loans both for short-term and long-term 
for appropriate production purposes to 
eligible borrowers. Cultivators without 
any land-holdings, but having a home¬ 
stead and deriving more than 50 per cent 
of their wage-income from agriculture 
arc also eligible to secure need-based 
loans. 


enthusiastic response 

The enthusiastic response to the bank 
is reflected in 936 applications received 
during the first 10 days of its opening, 
although many of the applicants did not 
qualify for loans. During the short span 
of its working, the bank received 272 
eligible loan applications of which 182 
have been processed by the field staff and 
loans amounting to Rs 1.46 lakhs have 
been issued to 80 persons—28 marginal 
farmers, 25 landless labourers, 20 rural 
artisans and seven small farmers. Fifty per 
cent of the loanees were formerly indeb¬ 
ted to moneylenders. Loans ranging 
from Rs 1000 to Rs 3000 have been given 
for buying camel carts, milch cattle, dig¬ 
ging irrigation wells, purchase of raw 
leather by cobblers and other productive 
purposes. 

The bank, presently operating from 
Bhiwani town, has received the sanction 
of the RBI to open four branches at 
Bapora, Kairon, Digwa and Imtota (all 
in Bhiwani district). Six more centres, 
covering all blocks of Bhiwani district 
would have its offices by the end June 
1976. With the opening of the 10 rural 
branches of the bank, the entire Bhiwani 
district with a population of 10 lakhs 
would be covered by the regional rural 
bank and each office would cover a peri¬ 
meter of 16 km approximately. 

The slow progress of the bank may be 
attributed to a number of factors. The 
idea of the regional rural bank has been 
floated without adequate preparation and 
planning time. The bank has no staff 
of its own, and is being run by the staff 
loaned by the Punjab National Bank. 
The delay in recruitment of the permanent 
staff of the bank has been attributed to 


the lack of guidelines from the authorities. 
The operations of the bank are also res¬ 
tricted at present pending information 
and guidelines relating to operations of 
the regional rural banks by the ministry 
of Finance/Department of Banking Ope¬ 
rations. Although procedures of bank 
lending have been duly simplified, there 
have been complaints of frequent harass¬ 
ment of the potential borrowers by the 
local officials in the completion of legal 
formalities and documents. 

The Rural Bank Model : Viewed histori¬ 
cally, the idea of regional rural bank is 
neither new nor original. During the 
last 30 years (1945-75), the search for a 
model institution in the field of rural cre¬ 
dit has vacillated from agricultural cre¬ 
dit corporations or separate rural banks 
or the cooperative banking system to the 
commercial banking system or a suitably 
coordinated amalgam of the three. The 
Gadgil Committee (1945) recommended 
the creation of agricultural credit corpora¬ 
tions, where cooperatives were weak. The 
Rural Banking Enquiry Committee (1950) 
allotted main role to the cooperative credit 
structure in rural credit'and supplemen¬ 
tary role to commercial banking structure. 
The Rural Credit Survey (1954) suggested 
reorganisation of the commercial banking 
system to solve the problems of rural cre¬ 
dit, supplemented by a strong state-part¬ 
nered, state-associated and state-spon¬ 
sored Slate Bank of India. The All India 
Rural Credit Review Committee (1969) 
concluded that commercial banks must 
supplement the rural credit work of the 
cooperatives. 

rural bias 

The nationalisation of 14 major com¬ 
mercial banks (1969) implored the com¬ 
mercial banks to direct their resources 
and banking expertise towards the rural 
areas. The institutional framework sug¬ 
gested by the Banking Commission (1972) 
for meeting the credit requirements of the 
rural sector involved the creation of 
rural banks with the cooperative charac¬ 
ter, but with a wider range of services 
than provided by the primary credit co¬ 
operatives. Apart from mobilising local 
savings and meeting the entire credit needs 
of all medium and small cultivators, a 
rural bank was expected, in the long run, 
to take up the implementation of pro¬ 
grammes of supervised credit, providing 
ancillary banking services, setting up and 
maintaining godowns, supplying inputs 
and agricultural implements, providing 
assistance in marketing and generally 
helping in the overall development of a 
compact group of villages, covering a 
population of 5000 to 20,000. 

The Banking Commission proposed 
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that the existing primary cooperative 
credit societies, which are reasonably 
well-managed and efficient should act as 
rural banks within the cooperative struc¬ 
ture. Where no such viable or poten¬ 
tially viable credit societies are available 
new rural banks should be started as 
distinct entities setup as the subsidiaries 
of commercial banks with 51 per cent 
share capital participation by the latter 
and 49 psr cent by the local community. 
The conversion of these subsidiary units 
to function within the cooperative field 
may be considered later on. The com¬ 
mission further suggested that the rural 
banks sponsored by the commercial banks 
may be started to begin with in some 
lead districts, which are agriculturally 
advanced and have rich deposit potential. 

cooperative approach 

The emphasis in the Banking Com¬ 
mission approach has been on the co¬ 
operative functioning of the rural banks 
in the long run and the strategy has been 
that of toning up of the existing coopera¬ 
tive organisations, which are ideally 
suited for the rural areas, because of local 
participation, democratic management 
and responsiveness to the local needs. 

The National Commission on Agri¬ 
culture recommended the formation of 
multi-purpose cooperatives for an inte¬ 
grated agricultural credit service at one 
contact point, particularly to the economi¬ 
cally weaker sections of the farmer 
community. Following this recommenda¬ 
tion, 53 Farmers' Service Societies (FSS) 
are reported to have been organised in 
10 states of which 19 are financed or pro¬ 
posed to be financed by commercial banks 
and the others by the cooperative banks. 

In fact, the rural bank of Banking 
Commission type is similar to the FSS. 
While the former lays emphasis on the 
collection of deposits and provision of 
supervised credit, the latter emphasises 
services. In any case both are neces¬ 
sary and complementary to each other. 
While the rural banks are basically banks 
and will perform all the basic banking 
functions, it would be desirable to enable 
them to perform certain allied non¬ 
banking functions also. 

The rural banks, as suggested by the 
Banking Commission, are expected to 
combine the know-how and efficiency of 
the commercial banks and the local 
support and economic working of the 
cooperative banks. Their area of opera¬ 
tion will be limited to two or three deve¬ 
lopment blocks, covering a population of 
about 20,000. 

India is primarily an agricultural coun- 
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tty and a rural civilization. According 
t*l97l census figures, the rural popula- 
t| An of the country stands at 439 millions, 
spread over 6,22,060 villages in 340 dis¬ 
tricts. The cropped area (gross) in the 
country stood at 163,9million hectares. 

In the context of developing an inte¬ 
grated credit structure in rural India, it 
would be worthwhile to take stock of the 
existing framework in this sector of the 
economy. Besides SFDA operating in 46 
selected areas and MFALs with 41 project 
areas and Tribal Development Corpora¬ 
tions for tribal areas, three institutions 
are operating in the rural areas with a 
widespread network—the cooperative 
banks, the commercial banks and the post 
offices though their saving banks. 

There were 1,55,000 primary agricultural 
credit societies with a membership of 
34 millions; 344 central cooperative 
banks and 26 state cooperative banks; 
855 primary land development banks (4 
million members) and 19 central land 
development banks (3 million members) 
on June 30, 1973. The short-term and 
medium-term loans issued by primary 
agricultural societies stood at Rs 776 
crores (amount of loans outstanding was 
Rs 978 crores); and long-term loans out¬ 
standing in the central land development 
banks and the primary land development 
banks stood at Rs 849 crores and Rs 447 
crores respectively for the period ending 
June 30, 1973. 


RBI support 

The extent of support available 
from the RBI to the state coopera¬ 
tive banks was of the order of Rs 
246 crores (29 per cent of their working 
capital) for short-term credit during 
1972-73. The percentage of rural require¬ 
ments met by the cooperative agencies, 
it is estimated, has risen to 331 per cent as 
against 3.3 per cent in 1954. Of the total 
loans advanced by the primary agricul¬ 
tural credit societies in 1972-73, which 
amounted to Rs 776 crores, the share of 
loans to weaker sections constituted 
31.5 per cent—Rs 216.2 crores to land¬ 
holders up to two hectares (27.8 percent) 
and Rs 28 crores to tenant cultivators 
and agricultural labourers (3.6 per cent). 
In the field of long-term agricultural 
credit, of the total of Rs 181.7 crores 
distributed through central and primary 
land development banks, loans aggre¬ 
gating to Rs 38.1 crores (20 per cent) 
were provided to weaker sections constitu¬ 
ting landholders uptotwo hectares during 
the year 1972-73. Besides providing cre¬ 
dit, the primary agricultural credit 
societies participated in the non-credit 
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activities as is reflected in the following 
figures,; 

• * » (Rs ifi crons) 

Value of 1971-72 1972-73 

Farm requisites supplied 154.1 176.4 

Consumers’ goods dis¬ 
tributed 95.9 177.2 

Agricultural produce 
marketed 18.7 18.1 

An idea of the potential of the primary 

agricultural credit society in the realm of 
rural credit has been given in Table I, 
based on all-India averages. 

Table I 


Primary Agricultural Credit Societies 
(All-India Averages) 



1971-72 

1972-73 

Membership per society 

203 

217 

Working capital per so- 

ciety 

81,050 

94,519 

Share Capital 

(a) per society 

14,279 

16,010 

(b) per member 

70 

74 

Deposits 

(a) per society 

4,749 

5,451 

(b) per member 

23 

25 

Loans advanced per 

borrowing member 

538 

594 


The nationalised banks along with the 
SB1 group and other commercial banks 
have been contributing significantly to 
agricultural credit in the rural sector as 
is revealed by the figures given in Table II. 

It will be seen that the commercial 
banking sector contributed to the extent 
of Rs 781 crores for agricultural produc¬ 
tion as on December 1974 and had over 
6800 (36.4 per cent) branches in the rural 
areas (population upto 10,000) out of a 
total of 18,730 as at the end of June 1975. 
The break-up of the commercial bank 
offices—arcawise, populationwise and 
statewise is given in Tables III and IV. 

The performance of post offices in the 
field of mobilisation of resources in tbe 
rural areas has been spectacular and most 
economical. Of the 1,16,740 post offices 
in India in 1973-74, 1,05,287 post offices 
are located in the rural areas. An average 
rural post office serves six villages and an 
area of 27.4 km. The number of post 
office savings bank accounts stood at 
248 lakhs with a credit balance of Rs 1264 
crores (as against 349 lakh accounts and 
Rs 8272 crores of balance of which Rs 
2181 crores were savings bank deposits 
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of aett^oted comusrdai books tor the 
fiOffwpoadiat psriod). Average deposit 
pw-paist office savings bank stood at Rs 
1,20,052 and per deposit account at Rs 
510. The post offices also issued life 
policies under the postal life insurance 
scheme, which numbered 3,12,067 for the 
assured value of Rs 103.92 crores. They 
served as agents of the Unit Trust of India 
also on commission basis at 18 p for 10 
units of total value of Rs 100. 

A close scrutiny of the existing or pro¬ 
posed institutionalisation of the agricul¬ 
tural credit brings out the following facts 
,for consideration. 

branch network 

There has b;en greater penetration 
of the commercial banks in the rural areas 
through branch network in recent years 
as also in their operations on the rural 
froQt. Although the performance of the 
cooperatives has been severely criticised 
because of mounting overdues, policy 
failures, mismanagement, financial indis¬ 
cipline and lack of management skills, 
there hi9 been considerable strengthen¬ 
ing of the organisational structure due to 
intensive efforts. Of the total primary 
cooperatives, 19,133 societies are quite 
strong and have been classed as A or B; 
and 55,958 societies meet the criteria of 
viability on the basis of having full-time 
paid secretaries (apart from 41305 part- 
time secretaries in other primary coopera¬ 
tives). The post office and national sav¬ 
ings organisation, if properly developed, 
have great potential for mobilising rural 
savings. 

Cooperative agencies and nationali¬ 
sed banks, it is estimated, meet 40 per cent 
of the total credit requirements for the 
productive purposes of the agricultural 
sector. Quantitatively, there is still a gap 
of 60 per cent: and in spite of greater at¬ 
tention to reach the marginal farmer and 
agricultural labourer, there is a qualitative 
gap in that neither the commercial banks 
nor cooperative banks could reach them 
adequately. If there has been a failure 
in this regard, it has not been due to lack 
of institutional framework (which regional 
rural banks are supposed to fill), but due 
to the problems of policy, planning, proce¬ 
dure and direction. Given the necessary 
impetus, perspective and outlook to the 
commercial and cooperative bank mana- 

g ement at different levels, the process can 
e accelerated and objectives achieved. 

Viewed in the present context and 
environmental factors, it is doubtful whe¬ 
ther 50 regional rural banks can be created 
out of nothing. The availability of trained 
staff, at a lower wage rate, for manning 
50,000 proposed branches efficiently, 


development of operational expertise and 
norms of working, conditioning of the 
bank personnel in the rural environment 
and rural culture and the solution of the 
problems of coordination and competi¬ 
tion with the existing financial structure 
pose serious challenges. Creation and 
development of an entirely new institutio¬ 
nal framework and organisational struc¬ 
ture is a long, graduated process, demand¬ 
ing perseverance, hard work and realistic 
policy and cannot be achieved merely by 
compassionate slogans and politico-eco¬ 
nomic speeches in the press or platform. 

If in spite of huge resources, expertise 
and organisational support, commer¬ 
cial banks as alleged by some quarters, 
could only make a slow progress in meet¬ 
ing rural credit requirements, what is the 
assurance that regional rural banks would 


meet the challenge single-handed ? The 
debate generated may slow down the 
tempo of commercial bank expansion, as 
reflected in the fact that while 5238 new 
branches had been opened during the 
period 1972-74, the proposed number for 
1975-77 is 5000 only. 

If the objectives of better and 
efficient institutional structure for the 
provision of credit to the rural sector 
in general, and the disadvantaged 

section in particular, have to be 

achieved, it is suggested that a multi¬ 
pronged strategy, rather than a single¬ 
weapon strategy is evolved. Keeping 

in view the dimensions of the task and the 
vastness of the country with diverse socio¬ 
economic conditions in different regions, 
there is ample scope for the multi-pron¬ 
ged multi-institutional strategy with the 


Table II 

Scheduled Commercial Bank Advances to Agriculture 

(Rs in crorcs) 

December 1973 December 1974 



Publicsec- 
tor banks 

All sche¬ 
duled com¬ 
mercial 
banks 

Public sec¬ 
tor banks 

AU sche¬ 
duled com¬ 
mercial 
banks 

I Total Bank Credit 

5915 

7062 

6666 

7914 

II Advances to Agriculture 

547 

618 

706 

781 

III percentage 11 to I 

9.25 

8.7 

10.6 

9.87 


Table III 

State-wise Distribution Per Bank Office and No. of Scheduled Commercial Bank 
Offices at the end of June 1975 

(All India Average per Office 29 thousands) 


States Below Average States Above Average 


States 

Pop. per 
office in 
ths. 

Total 

offices 

States 

Pop. per 
office in 
ths. 

Total 

offices 

AP 

32 

1373 

Gujarat 

17 

1552 

Assam 

68 

214 

Haryana 

23 

438 

Bihar 

71 

796 

HP 

19 

181 

MP 

46 

914 

J&K 

24 

189 

Manipur 

107 

10 

Karnataka 

t7 

1750 

Meghalaya 

48 

21 

Kerala 

16 

1296 

Nagaland 

65 

8 

Maharashtra 

13 

2188 

Orissa 

74 

301 

Punjab 

14 

981 

Rajasthan 

33 

792 

Tamil Nadu 

21 

1935 

Tipura 

78 

20 

Andman & Nicobar 

23 

5 

UP 

47 

1896 

Chandigarh 

5 

53 

West Bengal 

41 

1090 

Dadra, Nagar 






Haveli 

19 

4 

Arunachal Pradesh 

67 

7 




Mizoram 

332 

1 

Delhi 

6 

563 




Goa, Daman Diu 

6 * 

140 




Lakshdwip 

8 

4 




Pondicherry 

16 

28 
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launching of different credit institutions 
in different regions of the country. 
Ultimately the institution that works well 
and is more efficient would survive in a 
particular environment. 

The multi-pronged strategy involves 
that: 

(a) The existing commercial banks 
should continue their branch expansion 
programmes in the rural areas as in ear* 
tier years in pursuance of their role as 
defined at the time of nationalisation. 
The rural branches should be impressed 
upon to reorient their attitude towards 
meeting the credit needs of the disadvan¬ 
taged and underprivileged sections. 
Separate cells may be created in some 
selected branches as also in regional and 
zonal offices, if necessary, for the purpose. 
The criteria for measuring the branch 
performance should be based on their 
achievements in this sector also. 

(b) The rural banks, as suggested by 
the Banking Commission, should be estab¬ 
lished and given a fair trial through 
conversion of efficient cooperatives in 
different parts of the country. The 
19,133 class A and B societies may be 
taken up in the first instance as an experi¬ 
ment, which may gradually be expanded 
to 35,958 viable societies in the light of 
experiences in the former. This would 
easily and immediately provide a network 
of offices in the rural areas, backed by the 
resources of the cooperative and com¬ 
mercial banking system, local knowledge 
and personalised services. 

(c) . In those areas/pockets where co¬ 


operative structure is weak and which 
him potential for development with the 
flow of credit (particularly tribal areas, 
backward areas and states with special 
cultural and economic characteristics), 
the proposed experiment of regional rural 
banks, as subsidiaries of sponsoring com¬ 
mercial banks, be launched. The regional 
rural banks may borrow staff from the 
parent bank till their own recruitment. 
In the area of personnel management, the 
regional rural bank may adopt the 'group 
approach’, wherein individual branches 
manned by junior officers may be guided 
and motivated by relatively more ex¬ 
perienced and skilled group manager, 
presumably located at a central place in 
the area. 

There is no justification for a lower 
wage rate for the personnel em¬ 
ployed in the regional rural banks and 
working in rural areas, where the job is 
more challenging and environment more 
inconvenient. There is no rationale for 
a dual wage scale—one for about 6,800 
managers of commercial banks in rural 
areas, and another for their counterparts 
in regional rural banks. The regional 
rural banks should have rural, local parti¬ 
cipation in its working as well as in the 
capital structure to promote popular and 
area support. The resources of the re¬ 
gional rural bank should be invested in 
the command area only by preparing a 
credit budget to improve the economy 
at the micro-level. 

(d) Both rural and regional rural 
banks should enjoy concessions with re¬ 


gard to higher deposit rates and lower 
advance rates etc. They should serve as 
fhU-fiodgfcd, units rendering the package 
of hanking services and other inputs. 
They should serve as agents of economic 
growth and social change and provide 
personal touch for local problems and. 
deposit potential. 

(e) Greater coordination can be deve¬ 
loped amongst commercial banks, on the 
one hand, and the rural/regional rural 
banks on the other, through institutional 
arrangements under the guidance of the 
RBI and through provision of free remit¬ 
tance facilities, collection of cheques and 
other agency services; as also subsidised 
training facilities by the former to the 
latter. 

(f) . The post offices and national sav¬ 
ings organisation should be further acti- 
vised in the mobilisation of deposits in 
the rural areas. This can be achieved by 
reorganisation and conversion of some 
extra-departmental post offices (EDPs) 
into departmental post offices with fhll- 
time staff for the purpose. One should 
not forget the role of post offices and 
potential of post office savings bank in 
the mobilisation of rural resources and in 
promoting national integration through 
provision of the wider communication 
network in the country since long. This 
institution can be viewed as the only 
agency for inculcation of saving and 
banking habits in far-flung and remotely 
situated areas, not likely to be explored 
by the banking system for a fairly long 
time to come. 


Table IV 

Centre-wise Distribution of Commercial Bank Offices 
Number of Offices as at the end of 


Centre 

June 

1969 

% to 
Total 

June 

1971 

% to 
Total 

June 

1972 

%to 

Total 

June 

1973 

% to 
Total 

June 

1974 

% to 
Total 

June 

1975 

%to 

Total 

1. 

Rural 

1832 

22.4 

4279 

35.6 

4814 

35.3 

5561 

36.2 

6165 

36.4 

6806 

36.4 

2 . 

Semi-Urban 

3322 

40.1 

4016 

33.4 

4385 

32.2 

4723 

30.8 

5089 

30.0 

5570 

29.7 

3. 

Urban 

1447 

17.5 

1778 

14.8 

2323 

17.1 

2573 

16.7 

2899 

17.1 

3266 

17.4 

4. 

Metropolitan/ 

Port-town 

1661 

20.0 

1940 

16.2 

2100 

15.4 

2505 

16.3 

2783 

16.5 

3088 

16.5 


Total 

8262 

100.0 

12013 

100.0 

13622 

100.0 

15362 

100.0 

16936 

100.0 

18730 

100.0 


Notes : Rural centres: places with population upto 10,000 

Semi-urban centres: Places with population over 10,000 and upto 1,00,000 
Urban centres: 

(a) Metropolitan towns: Places with population over 10,00,000. 

(b) Others: Places with population over 1,00,000 and up to 10,00,000. 
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WINDOW ON THE WORLD 


Flags of convenience Jossleyn Hennessy 


I 

Losses Analysed 

Are flag-of-convenience ships more liable 
to accidents than others ? If so, is 
this due to particular characteristics, such 
as age, size or type? 

The OECD Mar it i ms Transport Com¬ 
mittee considers these questions m its 
latest annual report. One chapter of 
the report, which I summarise here, sets 
out the results of a study of ships 
reported by Lloyds Registci as total 
losses between 1964-73. 

Th5 OECD report covers all ships 
irrespective of their flag of more than 
1000 gross registered tonnage (a figure 
which largely excludes coasters and fish¬ 
ing vessels) lost during 1964-73: 1,237 
ships with a combined GRT of 7.5 mil¬ 
lion, or 93 per cent of all tonnage over 100 
GRT lost during those years, but only 38 
per cent of the number of ships lost. 

seven features 

Seven features of each of the 1,237 
ships were: the flag, the GRT, date of 
loss, year of build, the type (tanker, bulk 
carrier, general cargo, etc), nature of loss 
(foundered, burnt, collision, wreck, other, 
missing), and the place where lost. 

This information was then related to 
the characteristics of the fleets at risk by 
examining Lloyds Statistical Tables. 
Seven countries offering flags of conven¬ 
ience—Liberia, Panama, Cyprus, Soma¬ 
lia, Singapore, Lebanon, Honduras— 
were considered and their results were 
compared to the world as a whole and 
to three other regional groups: (1) OECD 
member countries; (2) Eastern Europe; 
and (3) rest of the world. 

The performance of the different flags 
and groups was compared by calculating 
loss ratios, i.e. the relation between the 
share of ships or tonnage having certain 
characteristics in total losses, and the 
share of ships or tonnage having these 
.characteristics in the existing world fleets. 
If for example, a paticular flag, type of 
ship, size of ship etc had lost eight 
ships out of 100 (8 per cent), but if there 
were 1000 such ships in the world total 


of 20,000 (5 PvT cent), the loss ratio would 
bi 1.6. A loss ratio of l 0 indicates that 
the losses of a certain type correspond 
to the world average: higher ratios indi¬ 
cate higher thm average loss records. 
The statistical significance of the loss 
ratios depends on the size of the sample 
used. Since the clement of chance is 
fairly important in deciding whether a 
ship is a total loss, all figures in the tables 
from samples of fewer than ten ships are 
bracketed to emphasise their limitations. 

loss ratio 

Table I show* the loss ratios, by num¬ 
ber of ships and tonnage for each year 
of 1964-73. Flages of convenience recor¬ 
ded high loss ratios throughout these 
years: overall, they were thrice as high as 
those of the OECD countries m tonnage 
and four times in number of ships. 

Over the years 1964-73 there was an 
improvement in the performance of the 
flags of convenience, the average loss 
ratios for 1968-73 being about 20 per cent 
below those for 1964-67. 

OECD losses in 1972, both by number 
of ships and by tonnage, were the lowest 
since before 1964, not only in percentage 
but also in absolute values, and the 1973 
figures were only slightly higher. 

For all flags, the average age of «hips 
lost was appreciably higher than that of 
the fleet as a whole, and the average size 
was appreciably smaller. Smaller size is 
closely correlated with greater age. 

Table II shows that the risk of loss in¬ 
creases rapidly with age, at least up to the 
20-25 year age group. Within each age 
group (except the 0-5 year group which 
accounts for only five per cent of total 
losses) the OECD countries’ performance 
is much better than that of the flags *of 
convenience. Both overall and in the 
20-25 years age group, which on its own 
accounted for 30 per cent of the total, the 
OECD ratios are less than 25 per cent of 
those of the flags of convenience. The 
“rest of the world* is about midway 
between the two groups of countries. 

It cannot therefore be argued that the 
losses of flags of convenience ships are 


Tabu I 

Loss Ratios of Ships : 1964-1973 

(World as a whole— l. 00) 


Flag 

Flags of OECD 

Eastern 

Rest 


convc- 

coun- 

Europe 

of 

Year 

ntence 

tries 

t 

world 


Number of Ships 


1964 

3.57 

0.67 

(0.23) 

1.73 

1965 

3.16 

0.71 

(0.38) 

1.58 

1966 

3.53 

0 73 

(0.15) 

1.16 

1967 

3.77 

0 58 

(0 18) 

1.81 

1968 

2 57 

0 80 

(0.25) 

1.43 

1969 

2.84 

0 66 

(0.25) 

1.94 

1970 

2.76 

0 75 

(0 07) 

1.54 

L971 

2 87 

0.75 

(0 00) 

1.42 

1972 

2.67 

0.60' 

(0 16) 

1.98 

1973 

2.53 

0.63 

(0.23) 

1.62 

1964-1973 2.83 

0.69 

0-19 

1.62 


Tonnage (g.r.t.) 


1964 

54 

0.69 

(0.25) 

1.86 

1965 

00 

0.81 

(0.33) 

1.50 

1966 

31 

0 77 

(0 08) 

1.45 

1967 

89 

0.54 

(0.21) 

1.93 

1968 

13 

0.67 

(0.39) 

2.05 

1969 

52 

0.87 

(0.10) 

1.82 

1970 

1.96 

0.81 

(0.09) 

1.22 

1971 

1.89 

0.81 

(0.00) 

1.37 

1972 

1.79 

0.43 

(0.53) 

4.21 

1973 

2.32 

0.45 

(0.38) 

2.03 

1964-1973 2.11 

0.68 

0.24 

1.94 


fThe low loss ratios for East Europe 
are almost certainly the result of incom¬ 
plete information at Llyod’s on losses of 
ship* under the USSR flag. 

Table II 

2. Loss Ratios of Ships by Age Group 


3 
<D O 

CJ0 k* 
<0 


oo 

ci 



2 

o 

H 


0-5 

years 

(0.2) 

0.3 

(0.2) 

(0.3) 

0.2 

5-10 

years 

(0.4) 

0.3 

(0.2) 

0.7 

0.3 

10-15 

years 

1.3 

0 5 

(0.1) 

o!s 

0.6 

15-20 

years 

2.6 

1.1 

(0.5) 

2.4 

1.5 

20-25 

years 

5.5 

1.2 

(0.2) 

3.5 

2.4 j 

25-30 

years 

6.8 

1.4 


2.5 

2.3 ' 

Over 

30 years 8.0 

1.8 

(0.3) 

2.7 

2.5 


All Ships 2*83 0.69 0.19 1*62 1.00 
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lue to their greater age. Nevertheless, 
.aking into account the small size of the 
lample, it seems that flag of convenience 
ihips less than ten years old are no more 
prone to loss than OECD ships. This 
may be because the older the snips, the 
more likely it is to be sailed by less reli¬ 
able ship owners if it flies a flag of conve¬ 
nience. 

Overall, the probability of loss falls 
with increasing tonnage. This is partly 
because in the upper size groups the ave¬ 
rage age of ships is decreasing steadily. 
Ships between 1000-8000 GRT, which 
make up 50 per cent of the world fleet, 
accounted for 80 per cent of ships lost, 
whereas those over 8,000 GRT accounted 
for only 20 per cent. Furthermore, for 
the classes below 8000 GRT, the flag of 
convenience loss ratios are uniformly 
six times higher than for the OECD, 
whereas for the higher tonnages the dif¬ 
ference is less marked, again because the 
larger (and newer) flags of convenience 
ire more likely to be sailed by large ship 
owners with high standards of safety and 
manning. The ships of the “rest of the 
world” are, in the lower size group, half 
is liable to loss as flags of convenience. 

II 

Types of Losses 

Table 111 shows the numbers lost as a 
•csult of five main causes, with their aver- 
ige and size. One of the four most fre- 
juent causes, foundering, is most usually 
lue to shortcomings in the physical cha¬ 
racteristics of the ship, wreck with short- 
ttmings in the crew, and fire with a com¬ 
bination of the two. Collision is essen- 
ially due to shorcomings in the crew, 
but it is not necessarily the culpable ship 
hat is lost; often it is the smaller ship. 
Collision is also more likely in congested 
vaiers, especially in north west Europe 
ind Japan, where the share of OECD 
•hips is larger than elsewhere. 

Table III also shows that, taking ac¬ 
count of their higher liability to loss, 
lags of convenience are somewhat more 
ikely to founder or to be wrecked than 
3ECD ships, somewhat less subject to 
he risk of fire, and significantly less 
ikely to be lost in collision. It is notable 
hat flags of convenience are less than 
broportionatcly represented in the only 
najor type, i.e. collision, of loss which 
ncludes ships which are not responsible 
’or the accidents. Ships of the "rest of 
he world” are more likejy to be wrecked 
, han OECD ships, which probably re- 
] lects the high participation of such ships 
♦n coastal traffic, particularly in South 
Vmcrica. The high “missing/other” figure 


for tip M rest of the world” is mainly as a 
result of war losses in southern Asia and 
the Middle East. 

Considering average size and age to¬ 
gether with the main types of loss, flags 
of convenience involved in collisions ap¬ 
pear to be significantly newer and larger 
than the average. The high average 
tonnage of ships burnt is due to the loss 
of tankers over 50,000 GRT. 

Ill 

Diatribution of Losses 

Flags of convenience are most likely 
to be lost in the China Sea, the Malay 
Archipelago, the Caribbean and the 
Indian Ocean. 

These four regions account for 42 per 
cent of all flags of convenience lost, but 
for 33 per cent of total world losses and 
only 20 per cent of OECD losses. On 
the other hand, the six OECD zone areas, 
north western Europe, the Mediterranean 
the North Atlantic, east and west North 
America and Japan, where 67 per cent 
of OECD losses occurred, accounted for 
only 44 per cent of flags of convenience 
losses. 

It thus seems clear that, to the ex¬ 
tent ship losses caused damage and ex¬ 
pense to coastal states of the regions in 
which they arc lost, flags of convenience 
are a significantly greater threat to deve¬ 
loping countries than to OECD countries. 


This study shows clearly that flag of 
convenience losses are four times as high 
as those of OECD countries and at least 
twice those of the “rest of the world”. 
These ships generally arc more likely 
than ships of OECD or the world as a 
whole to loss by wreck and foundering, 
the types of loss most closely associated 
with shortcomings of ship and crew. 
Smaller and older flags of convcniece 
are particularly vulnerable. The study 
gives no reasons to explain the higher 
loss ratios of the flags of convenience, 
which can thus only be attributed to their 
standards of operation and maintenance. 

The study shows that the high loss 
ratios of the flags of convenience are fairly 
similar when account is taken of the dif¬ 
ferent age and size-structures of the fleets. 
Thus, the ship most likely to be lost is one 
flying a flag of convenience under 8,CC0 
GRT and over ten years old, and the risk 
of loss is less in OECD waters and greater 
in those of developing countries. Com¬ 
pared with an OECD ship, the loss of a 
flag of convenience ship is more likely to 


be due to wreck of sinking and less likely 
to result frpm fire or collision. 

* 

Tankers under flags of convenience are 
more likely to be lost than OECD tan¬ 
kers, but the difference is less than for 
general cargo ships. Furthermore, for 
large new ships, the record of flags of 
convenience is closer to that of OECD 
countries, from which it follows that 
any attempts to solve the problems raised 
by the high losses of flags of convenience 
should be directed towards the older and 
smaller ships. 


Table III 

Analysis by Types of Loss of Ships 
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No. of Ships 

Lost 



Foundered 

101 

m 

10 

37 

259 

Burnt 

93 

129 

—. 

43 

265 

Collision 

24 

67 

9 

14 

114 

Wreck 

221 

223 

7 

91 

542 

Missing/ 

Othert 

22 

21 

2 

12 

57 

Total 

461 

551 

28 

197 1237 


Average Size (g.r.t.) 

Foun¬ 
dered i 5,920 5,610 4,850 4,260 5,510 
Burnt ‘ 6,660 7,860 — 8,250 7,5CO 

Collision 7,850 6,460 (5,230) 8,970 6,960 
Wreck 6,350 5,450 (3,110)4,100 5,560 
Missing/ 

Other t 13,980 6,240 (5,890) 4,680 5,030 
Total 6,280 6.200 4.610 5.420 6,070 
Average Age (years) 

Foun¬ 
dered 21.9 19.5 5.7 22.0 20.3 

Burnt 21.5 21.6 — 20.3 21.4 

Collision 20.2 15.9 (15.0) 19.7 17.2 
Wreck 24.2 22.9 (11.5) 23.9 23.4 
Missing/ 

Othert 27.8 15.8 (8.0) 18.8 20.8 


Total 22.9 20.7 10.0 22.0 21.5 

tThis category combines ships lost 
from other causes, such as military action 
and ice, with those which were lost with¬ 
out trace. 

Source : OECD Observer 
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WINDOW ON THE WORLD 

Moderate recovery for US economy 


Frbsedbnt Ford has presented to the 
US Congress an economic programme 
for 1976 aiming toward a “moderate but 
sustained recovery” from recession, to be 
achieved fully over a number of years. 
Interim measures will be used to cushion 
the impact of unemployment, while 
the administration seeks to create an 
environment for non-inflationary growth 
based on a vigorous, competitive private 
sector. 

The budget portion of the president’s 
programme, covering the 12 months from 
October 1, 1976 to September 30, 1977, 
was sent to Congress on January 21. It 
calls for $394.2 billion in spending, and 
a reduction in the deficit to $43 billion 
from the $76 billion now projected for the 
current fiscal year. These budget plans 
are subject to Congressional approval or 
modification. An elaboration of presi¬ 
dent Ford’s economic programme—and 
his administration’s forecast for the eco¬ 
nomy for 1976—was sent to Congress on 
January 26 in a separate document: the 
President's annual Economic Report , 
which includes the Annual Report of his 
Council of Economic Advisers (CEA). 

the forecast 

The forecast is for an increase in real 
Gross National Product (GNP) of six 
per cent to 6.5 per cent from 1975 to 1976, 
for a decline in the rate of unemployment 
from the present 8.3 per cent of the 
work force to an average of 7.7 per cent 
for 1976, and for an inflation rate, as 
measured by the GNP deflator, of six per 
cent from 1975 to 1976, compared with 
nine per cent in 1975. The CEA warns, 
however, that ‘*the outlook for prices has 
a crucial bearing on whether the output 
forecast can be realized,” because a re¬ 
surgence in inflation could lead to a 
’ reduction in consumer spending and 
undermine gains in business investment. 

President Ford touched on the theme 
of his domestic economic plans in com¬ 
menting on the situation abroad. “The 
other major countries of the world are 
also recovering from the most serious 
recession they have experienced since 
the 1930s,” he said in his Economic Report , 
and “their first economic priority, like 
ours, is to put their economics on a sus¬ 
tainable, non-inflationary growth path. 
Success in this endeavor, more than any¬ 
thing else, will help developed and de¬ 
veloping countries alike achieve higher 
standards of living.” 

On international economic relations, 


Mr Ford said that he would seek in the 
year ahead to consolidate and build on: 
(1) “The foundation for closer understand¬ 
ing and consultation on economic poli¬ 
cies” achieved at the economic summit 
meeting in Rambouillet, France; (2) 
The dialogue begun last year on interna¬ 
tional cooperation with both the deve¬ 
loped and developing countries; and (3) 
The agreement with “my foreign colleagues 
that...we must take important coopera¬ 
tive steps in monetary matters, trade and 
energy.” 

safe route 

The administration’s economic pro¬ 
gramme is based on the contention that a 
moderate, sustained recovery offers “a 
far safer and surer route to full employ¬ 
ment than policies which attempt to engi¬ 
neer a very rapid return to full capacity.” 
During the year, the CEA expects personal 
consumption expenditures to impart con¬ 
siderable strength to the economy. These 
expenditures are projected to rise by 
about six per cent in real terms. The in¬ 
crease is considered to be consistent with 
a five per cent growth in real disposable 
income, because the average savings rate 
is expected to fall below the abnormally 
high 8i per cent registered in 1975. The 
gradual decline in the savings rate is 
predicted on recent observation that 
consumers have reacted to heightened 
inflationary expectations by saving more, 
rather than by advanced purchases of 
storable commodities. Even so the savings 
rate for 1976 is expected to remain above 
its 1969-73 average of seven per cent. 

The CEA notes that, while growth in 
personal consumption spending led the 
recovery in final sales that started in early 
1975, “the role of continuing the recovery 
beyond 1976 must increasingly be taken 
over by fixed investment.” Although the 
CEA expects that the normal lag for non- 
residential fixed investment will continue 
in the present recovery, it also expects 
some strength in business investment to 
develop during the year, and to continue 
in 1977, on the basis of a sustained rise 
in profits, retained earnings, and cash 
flow. The CEA also notes that the latest 
US Commerce Department survey indi¬ 
cates that business capital spending 
planning for this year will not quite match 
the expected rise in the prices of capital 
goods, therefore implying a decline in 
real terms. The CEA finds this inconsis¬ 
tent with past behaviour at comparable 
stages of recovery, and instead expects an 
increase in business spending on plant 


and equipment this year of 4 to 5 per cent 
in real terms. 

By the end of 1975 the ratio of real 
business inventories to final sales was 
the same as the average for 1969-73 and 
lower than the ratio for 1974, when large 
inventories had accumulated. The ratio 
of inventories to sales is expected to 
decline slightly more in early 1976. The 
estimates by the CEA indicate that the 
stocks of inventories will grow at about 
the same rate as final sales after the 
middle of 1976. 

Net exports are likely to decline 
throughout the year, according to the 
CEA, and thus the growth in domestic 
sales should outstrip the growth in total 
sales. In the first half of this year, large 
agricultural shipments, especially to the 
Soviet Union, are expected to offset part 
of the increased imports accompanying 
the recovery in domestic demand. Later, 
however, the growth of exports is pre¬ 
dicted to fall further below the growtn in 
imports because the US recovery began 
earlier than that of most of its major 
trading partners. 

housing starts 

In the housing sector, the CEA expects 
only a small increase in single family new 
starts this year, but it believes that reco¬ 
very of new starts for multi-family units 
will accelerate from the depressed level 
of 1975. Total housing starts are forecast 
to reach a level of about 1.75 million 
units by the end of the year, implying an 
increase from 1975 to 1976 as a whole of 
almost 40 per cent. 

Projecting purchases by federal, state 
and local governments in real terms, the 
CEA anticipates a total increase of about 
li-2i per cent. The growth of real 
purchases by state and local governments, 
which averaged about four per cent a year 
from 1968 to 1973, dropped to about half 
that rate as a result of the recession, and 
is expected to reach a 2 to 3 per cent rate 
this year. In view of measures already 
taken and long-run factors tending to 
slow the growth of certain expenditures, 
such as those for school and highway 
construction, the CEA anticipates that 
these governmental units will be able to 
cope with spending pressures without 
unduly adding to tax burdens this year. 
As a group , state and local governments’ 
operating budgets are expected to be in 
surplus this year as the economy recovers. 

—IMF Surrey 
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by my. 

The Mahindra Diasel 

Has rugged dependability of Mahindra's own 
MD-2350 diesel engine 

B 

Gives 12 kms. to the litre 

B 

Works out even cheaper than a scooter 
at 9.43 paise per km. on fuel 

B 

Saves upto Rs. 9,000/- a year 
at an average of 
3,000 kms. a month 
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Test drive the Mahindra CJ 500 D today 
at your nearest Mahindra & Mahindra dealer 
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Mm Gandhi is an ex- 

ceptkftal person, no doubt; but she may 
be teas so than she imagines. Addressing 
one of those rallies—this tune of women 
—which have become a normal feature 
„ of her style of government, she said in 
New Delhi the other day that she felt more 
like a another to her daughters-in-law 
than a mother-in-law. This probably is 
what every mother-in-law says about her¬ 
self. Mrs Gandhi, of course, has no 
daughters. This greatly simplifies the 
domestic situation. It is where a woman 
has both daughters and daughters-in- 
law that complications arise. A woman 
who has no daughter may train herself 
to feel or think about her daughter-in-law 
as she would have felt or thought about 
her daughter. But problems would arise 
when a woman has to dispense her affec- 
> tions or favours among her daughters 
and daughters-in-law. In such circum¬ 
stances it usually is the case that blood 
proves thicker tnan water. 

What is perhaps even more to the point 
is that the mother-in-law—daughter-in- 
law relationship is basically one in which 
problems arise because the older woman’s 
instinct or itch to dominate seeks to find 
expression. Mrs Gandhi, happily for 
her, is in a position to work her will on a 
whole nation. This should help to weed 
out the element of aggression in her fami¬ 
lial relationships, including her relations 
with her daughters-in-law. It has often 
been noticed that individuals who wield 
unquestioned authority over a large num¬ 
ber of their fellows are usually very soft 
and considerate in their intimate personal 
relations. 

A man injured in an 

industrial accident was awarded more 
than $4.7 million by a Superior Court 
jury in Los Angeles recently. The com¬ 
pensation included $ 500,000 for the man’s 
wife because of the loss of sexual relations 
consequent upon the Husband’s physical 
disabilities caused by the accident. In 
*our country, of course, only very meagre 
protection is available for workers suffer¬ 
ing physical injuries at their jobs or in 
the course of their employment. As a 
matter of fact, large numbers of workers 
engaged in hazardous occupations do not 
have any effective cover at all. An aspect 


of this unsatisfactory situation was dwelt 
upon by the eminent orthopaedic surgeon. 
Dr B. S&nkaran, Director of the Central 
Institute of Orthopaedics, in a recent 
address to a local Rotarian group. He 
drew attention to the fact that cases of 
agricultural labourers receiving injuries 
while operating farm machinery were on 
the increase. Quite often the injuries 
are serious enough to lead to permanent 
physical disabilities. Dr Sankaran made 
the valuable suggestion that farm machi¬ 
nery manufacturers should (or should be 
persuaded to) pay special attention to the 
incorporation of safety factors in the 
design or operation of mechanized farm 
implements. As it is, domestic manu¬ 
facturers of advanced farm machinery 
simply work on the know-how or techno¬ 
logy obtained from their foreign collabo¬ 
rators. Any improvement in the safety 
factor could therefore come only from 
a conscious R & D effort addressed to 
the special needs and circumstances of 
farming in our country where agricultural 
labourers are often illiterate or only semi¬ 
literate and are moreover not conditioned 
to recognize or cope with the physical 
hazards of mechanized farming. 

In addition to or simul- 

taneously with such improvements or 
modifications as could be effected 
in the design or operation of farm 
machinery from the safety point of 
view, it is also necessary to give some 
basic training to farm labourers or even 
mechanics in ‘safety first’ procedures 
and the avoidance of accidents. Quite 
possibly, farm machinery manufacturers 
interested in R&D activity for promoting 
the safety factor and land-owners concern¬ 
ed for the safety of their workers could 
be very considerably stimulated by en¬ 
forcing on them obligations for compensa¬ 
ting adequately farm workers sustaining 
injuries because of the absence of reasona¬ 
ble safety factors in the design or opera¬ 
tion of farm machinery or in the condi¬ 
tions or circumstances of work prevail¬ 
ing on the farms where such machinery is 
employed. Meanwhile there is food for 
thought in the news stoiy which The 
Indian Fxpress carried on its front page 
on February 17 of a 20-year-old young 
man who had had his hand crushed be¬ 
yond repair as he was feeding wheat stocks 


to the rollers of a thresher. This means 
that even the simpler kinds of machinery, 
which have been in use for a long time in 
agricultural and other occupations, could 
cause serious accidents to workers if the 
latter are not careful enough or have not 
been motivated to develop sufficient safety 
sense. The risk of accidents would of 
course be correspondingly greater with 
the new or advanced mechanical equip¬ 
ment employed on the farms. 

The Shukla family was 

a famous scalp collector in its native jung¬ 
les of Madhya Pradesh in those good old 
days when wild life had not yet come to 
be written with a capital W and a capita) 
L as Wild Life. The habit, apparently, 
perseveres. While putting together a 
board for the new omnibus news agency 
“Samachar” the minister for Information 
and Broadcastng invited that Venerable 
Beade of Indian journalism, Mr M. 
Chalapathi Rau, to honour him by join¬ 
ing the board. Mr Chalapathi Rau is no 
Caligula, I grant; but the fact remains 
that he did nominate his horse. Even 
otherwise the board seentS to be creaking. 
Mr G. Kasturi, the minister’s first choice, 
setms to have declined to serve as chair¬ 
man of the boaid, but tbeic are reports 
that he has been or is bemg persuaded to 
reconsider hs position 
At one point of Mr Shukla's tortuous 
moves towards bringing about a ‘volun¬ 
tary’ merger of the existing news agencies, 
when he was feeling more than a little 
high and mighty, he reportedly dec¬ 
lared that he would dearly love to set up 
a ‘Tass’ in this country. This particular 
excess of enthusiasm, however, was 
frowned upon in high places. In fact, 
even a more modest version of his ambi¬ 
tion, which was to legislate for the consti¬ 
tution of a new, monolithic news agency, 
got short shrift when, at a meeting of 
the cabinet, it was found that he had 
not even done the necessary minimum 
of home work. Indeed there has been a 
lot of heavy handedness about Mr Shukla’s 
handling of the affair. For instance, 
although the new set-up went into opera¬ 
tion on February 1, newspaper readers 
were told nothing in advance about it. 
The result was that, on the appointed 
day, the familiar by-lines of ‘PIT and 
‘UPl* had simply vanished and their 
place was taken by ‘Samachar’ which, so 
far as the average newspaper reader was 
concerned, was a bolt from the blue. 
This shows the respect which the minister 
for Information and Broadcasting has 
for the newspaper 
reading public. Tak¬ 
ing the people for 
granted seems to have 
become part of the 
new style of adminis¬ 
tration. 
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TRADE 

WINDS 


Simplified Excise Levy 

A SIMPLIFIED method of levy 
and collection of Central excise 
duty for 46 items produced by 
small entrepreneurs will come 
into operation from March 1. 
1976. Disclosing this at a 
Press conference, Mr. E.R. 
Srikantia. collector of Central 
Excise, Bombay stated that 
according to this simplified 
method, every opting assesscc 
would be entitled to avail of 
the specially reduced rate of 
duty under the scheme. This 
duty, if once fixed by the 
authorities, would not be 
altered unless the rate of 
duty is revised. Once the 
assesscc cleared off this 
fixed duty liability for a 
month, he can remove such 
goods produced during that 
month from the premises of 
his factory without anv other 
formalities. This would con¬ 
siderably reduce the documen¬ 
tary control and maintenance 
of departmental records. The 
monthly duty liability for a 
period of three years’ block 
would be determined by 
applying the asscssce’s mon¬ 
thly average value of duty 
paid clearances for home con¬ 
sumption in the past. 

Specified Goods List 

Any manufacturer under 
the specified good** list whose 
average annual value of pro¬ 
duction during the last 36 
months or 12 months ending 
on September 30, 1975. which¬ 
ever is higher, does not exceed 
Rs. 5 lakhs will be eligible 
for this facility. Entrepreneurs 
who manufacture Rs. 10 lakhs 
worth goods of one of the speci¬ 
fied items or one of the speci¬ 
fied goods and one or more 
non-specified goods during the 
same period, would also be 
eligible to opt for this proce¬ 


dure. Mr Srikantia said that 
while 2,000 small units would 
be eligible to avail of this 
scheme in Bombay, about 
12,000 units would be bene¬ 
fited in the country. Food 
products, soap, confectionary, 
electrical goods, rubber pro¬ 
ducts, ready-made garments, 
glass and glasswares, steel fur¬ 
niture etc. arc some of the 46 
specified items. 

Trade Mission to 
Indonesia and Australia 

Association of Indian Engi¬ 
neering Industry (ATET), in 
consultation with the minis¬ 
tries of Commerce and External 
Affairs, has drawn up a com¬ 
prehensive trade mission prog¬ 
ramme to overseas markets on 
select basis. The second trade 
mission has just returned after 
a very successful tour of Iran, 
Iraq and Kuwait. This, mission 
was able to book firm orders 
valued at 8 1.5 million and 
generated enquiries worth 
$4.8 million from Iran. Subs¬ 
tantial export business is also 
expected to materialise from 
Tran and Kuwait. The third 
trade mission in the scries left 
for Indonesia and Australia 
recently under the leadership 
of AIEI President, Mr. K. G. 
Khosla. 

The AIEI mission Would 
spend one week in Indonesia 
and two weeks in Australia and 
meet government officials, 
chambers of commerce and 
associations of industries, and 
representatives of consultancy 
organisations. Apart from Mr 
Khosla. other members arc — 
Mr M. K. Goswami, Bengal 
Ingot Co., Mr Ranjit Puri, 
Indian and General Engineer¬ 
ing Corporation. Mr P. Ven- 
kateswan, Sivanandha Steels 
Ltd., Mr P. P. Daryani of 


Usha Martin Black, Mr Lalit 
Prasad, Heavy Engineering, 
Corporation, Mr S. G. Naffl- 
joslu, Crompton Greaves, Mr 
N. K. Rajgarhia of Orient 
Steel, Mr N. Bhattacharya, 
Garden Reach Workshop, and 
Mr V. Srinivasan, Hindustan 
Machine Tools, Mr T. Das of 
AIEI will be the secretary. 

Indo-Hungarian 

Cooperation 

India and Hungary recently 
agreed to cooperate in explor¬ 
ing new avenues for industrial 
collaboration. Consultations 
will soon begin to formulate 
a plan of acton in this regard. 
The agreement was reached at 
a meeting between the Hunga¬ 
rian Foreign minister, Mr. F. 
Puja, and the minister for 
Industries and Civil Supplies 
Mr. T. A. Pai. Mr. Puja told 
the Indian minister that bright 
prospects existed for industrial 
cooperation, particularly in 
machine building, precision 
engineering, textile machinery, 
electronic measuring instru¬ 
ments, television sets, agri¬ 
culture and food processing 
and production of education 
equipment. During the discus¬ 
sions, Mr Pai reportedly indi¬ 
cated that India could contri¬ 
bute manufacture of alumina to 
joint ventures. He desired that 
the joint I ndo-Hungarian com¬ 
mission should achieve con¬ 
crete results speedily. Mr Pai 
suggested identification of sub¬ 
jects on which joint ventures 
could be established based on 
long term cooperation. This 
could be done at the next 
meeting of the joint commis¬ 
sion. 

Closures and Lay-Offs 

The Rajya Sabha recently 
passed the Industrial Dispute 
(Amendment) Bill, 1976, which 
provides that lay-offs, retrench¬ 
ment and closures of industrial 
units employing 300 or more 
workers without prior app¬ 
roval of the appropriate go¬ 
vernment will be illegal. It 
is provided that with a view 
to rehabilitating the workers 
and for maintaining supplies 
and services essential to the 
life of the community, the 
government will have powers 


to order to restart units wKdi 
had been closed "down. 

However, the orders for 
restarting of units will be 
made after hearing both 
employers and workmen and • 
it will become effective 30 
days after the publication 
of the order in the official 
gazette. Penalties have been 
proposed for illegal lay¬ 
offs and closures. Mr K. V. 
Raghunatha Reddy, minister 
for Labour, stated that the 
National Apex Body had 
urged that there should not 
be any unilateral lay-off in any 
unit or industry and that the 
same principles should apply 
in respect of retrenchments 
and closures. 

Electronics Trade end 
Technology 

Electronics Trade and Tech¬ 
nology Development Corpora¬ 
tion Limited (ETTDC), a tech- 
no-commcrcial and wholly 
public sector undertaking set 
up under the Department of 
Electronics, has completed its 
first year of operations with a 
profit before tax of Rs. 7.43 
lakhs. Capital utilised was 
Rs 15 lakhs from the govern¬ 
ment and additional funds for 
operations were obtained on 
loan from the government 
or banks. The sales of the 
Corporation were around 
Rs. 87.63 crores. 

The ETTDC imported 
40,000 TV picture tubes at 
about half the cost of indige¬ 
nously-produced tubes. High 
excise duty on imported glass 
shells has made the indigenous 
picture tube highly costly. The. 
Union Budget for 1975-76 in¬ 
creased the excise from 65 
per cent to 185 per cent by a 
slight change in the definition 
of items, pushing up f ube price 
to Rs 560 as against Rs. 250 
for imported TV tubes. The 
Chairman of the Corporation 
Mr M. G. K. Menon, who 
is also the chairman of 
the Electronics Commilsioq, 
stated recently that the 
import by the corporation 
helped TV industry to tide 
over the crisis of shortage, 
recently. Prof. Menon added 
that the ETTDC proposed to 
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If ill theexport-oriented pro¬ 
ducts now being negotiated by 
tbe corporation materialised, 
an export of Rs 25 crores could 
be achieved. It proposed to 
set up two offices in Moscow 
and Warsaw to handle import- 
export of electronics goods. A 
majo r achievement of the 
ETTDC was to divert sizable 
purchases from general cur¬ 
rency areas to rupee payment 
area which went a long way 
in helping government in grea¬ 
ter .utilisation of credit and 
bilgteral trade facilities. 

Sugar Tariff 

The union government has 
revised the tariff value of free 
sale sugar for February from 
Rs 300 per quintal to Rs 295 
per quintal, it was officially 
stated recently. 

The government has ordered 
the release of 285,000 tonnes 
of sugar for March, 1976. 
It will consist of 205,000 
tonnes of levy and 80,000 
tonnes of free sale sugar 

World Jute Prices 

The international raw jute 
price for the current year has 
been fixed at £ 150 per tonne 
f.o.b. Chittagong. An under¬ 
standing to this effect has been 
reached between jute produc¬ 
ing and consuming countries 
at a meeting held at Rome 
recently under the auspices of 
FAO. The current year’s price 
is roughly £30 a tonne higher 
than the last year’s price. 
The increase in prices is likely 
to benefit substantially the 
producing countries, including 
India. Actual price may rule 
at still higher level since it is 
Bangladesh as the biggest pro¬ 
ducer generally sets the real 
price. For instance, last year’s 
international price was fixed 
at £ 116 per tonne, while Dacca 
had fixed a price of £200 per 
tonne. During the current 
year India’s jute crop is esti¬ 
mated at 5.5 million biles 
whichislower thanthe preced¬ 


ing year’s level of 5.8 million 
bales. 

Raviaion of Tariff Values 

Government of India has 
revised the current tariff 
values for artstilk fabrics with 
effect from February 7, 1976. 
The revision has been necessi¬ 


tated due to increase in the pri¬ 
ces of artsilk fabrics. Tariff 
values of electric wires and 
cables (including telecommu¬ 
nication wires and cables) have 
been withdrawn. Consequen¬ 
tly, their assessments will 
henceforth be done on the basis 
of value as determined under 


Section 4 of the Central Excia 
and Salt Act, 1944. The* 
changes took effect from Pel 
ruary 7, 1976. 

Cochin Shipyard 

Prime Minister, Mrs Indii 
Gandhi, laid the keel of tl 
first ship on February 11 < 
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Cochin Shipyard, the country's 
biggest yard and one of the 
most irndarn in the world. 
The shipyard's first ship will be 
a 75,000 DWr *Panamix’ typj 
carrier for the Shipping Cor¬ 
poration of India, scheduled 
for delivery in mui-1978. Rit- 
nakar Shipping Co will buy 
the second ship of the same 
kind, which is expected to be 
completed in 1979. Considering 
that these ship; will be three 
times as big as those so far built 
in the country, the keel laying 
ceremony represented a major 
advance for the industry. 

Shipyard design 

Designed by Mitsubishi 
Heavy Industries of Japan, the 
170-acrc shipbuilding yard is 
located at the heart of Kerala's 
industrial capital. Work on 
the Rs 100 crore project began 
early in 1972, when Mrs 
Gandhi laid the foundation 
stone of the assembly workshop 
complex. When fully opera¬ 
tional, Cochin Shipyard will 
have a building dock capable 
of fabricating ships of 85,000 
DWT, a repair dock capably 
of accommodating ships up to 
100,000 DWT and three quays. 

“Panamix'* ships are the 
optimum size of vessels that 
can pass through the Panama 
Canal. The first five ships to 
be built at Cochin will be of 
this type. Their building will 
represent a significant transfer 
of British shipbuilding techno¬ 
logy to India. The ships are 
designed to attain a speed of 
16 knots at full load and will 
hive nine cargo holds. The 
Cochin project has a five-year 
collaboration arrangement with 
a Scottish firm of shipbuilders 
—Scott Lithgow Ltd. The 
British government is miking 
available aid funds of Rs 19.38 
crorcs for the project -Rs 2.01 
crores for the training of key 
personnel in Britain, and Rs 
17.37 crorcs for miterials and 
components required for the 
first five ships. 

Trade with Algeria 

A trade agreement between 
India and Algeria, the first 
since Algeria became indepen¬ 
dent, was signed recently. Al¬ 
gerian Foreigi Trade minister, 
* L. Yaker, who came to this 
country and hid discussions 


with Commerce minister, Prof. 
D.P. Chottopadfeyaya, on both 
expansion and diversification 
of trade which his been almost 
insignificant. Both belonging 
to the non-aliped group, 
Algeria and India are vitally 
interested in establishing their 
economic relations on a sound 
footing. With the petro-chc- 
mical complex, Algeria is wil¬ 
ling to trade with India in 
petroleum products and fertili¬ 
sers while India is desirous of 
exporting engineering goods, 
besides a variety of consumer 
goods. Hitherto, Algeria has 
been trading mostly with the 
European countries but it now 
realises that there is a lot of 
scope for trading with India 
particularly after the rc-open- 
ing of the Suez Canal. 

Mr Yaker pointed out that 
the non-aligned countries have 
to co-operate among them 
selves so that their dependence 
on the developed countries is 
reduced. The political rela¬ 
tions between India and 
Algeria, he said, were excellent. 
Algeria, for instance, could not 
forget that India had recogni¬ 
sed the de facto existence of 
his country even before it 
attained independence from 
France. 

Indo-Sri Lanka 
Association 

On the occasion of the Indo- 
Sri Lanka Joint Commission 
and in pursuance of the agice¬ 
ment between the governments 
of India and Sri Lanka lor 
cooperation in the field of 
Science and Technology, a 
Working Programme was sig¬ 
ned recently by Dr A. Rama- 
chandran. Secretary, Depart¬ 
ment of Science and Techno¬ 
logy, government of India 
and Prof II.A.D.S. Guncsa- 
kera, Secretary, Planning and 
Economic Affairs on behalf of 
the ministry of Industries and 
Scientific Affairs of govern¬ 
ment of Sri Lanka. 

The working programme 
aims at strengthening and mak¬ 
ing more fruitful the scientific 
contacts established during the 
past years between the two 
countries. For this purpose 
efforts will be made to deve¬ 
lop cooperation in the follow¬ 


ing fields: Collaboration in the 
research of coconut products; 
cooperation in the field of tea 
research; utilisation of rubber 
and polymers; undertaking of 
research projects in the filed 
of natural products; mineral 
raw materials; cooperation in 
the field of vegetable oil tech¬ 
nology; natural vegetable fib¬ 
res; information system; sea 
weed products, protein con¬ 
centrates extraction and sepa¬ 
ration of thorium, cerium rare 
earths and phosphates from 
monazitc; scientific instrumen¬ 


tation centre; metrology; 
science policy and planning; 
' geomagnetic micro-pulsations; 
ground water resources; co¬ 
operation in the field of food 
products; and manioc pro¬ 
ducts. 

Both sides have. identified 
institutions which will be co¬ 
operating in the scientific pro¬ 
jects in the above mentioned 
areas. Both sides will also 
encourage exchange of publi¬ 
cations and information, plant 
seeds and plant materials bet- 
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weea >BqtMfcal Sumy of 
Indiu, QpuaoU of Agmkmml 
Rcsearchfted the appropriate 
Sri Lanka imtitution, on a 
reciprocal baaia. With a view 
to expanding scientific con¬ 
tacts both countries will offer 
facilities for scientists to parti¬ 
cipate in the international 
scientific conferences to be held 
in their respective countries. 

Pro-Shipment Credit 

With a view to imparting 
flexibility in the operation of 
packing credit advances, the 
Reserve Bank has made cer¬ 
tain relaxations. The stipu¬ 
lation that the goods financed 
, by a packing credit advance 
tenould be exported to the same 
country if substitution of con¬ 
tract is to be permitted has 
been waived. Accordingly, in 
cases where the exporter is 
not able to export against the 
original contract due-to rea¬ 
sons beyond his control, banks 
will have discretion to adjust a 
packing credit advance by 
negotiating export bills relat¬ 
ing to another contract, pro¬ 
vided the goods financed by 
the advance in question arc 
exported under the substitu¬ 
ted contract within a reason¬ 
able time. The concessionary 
rate of interest and interest 
subsidy will be available in 
such cases upto the stipulated 
periods. 

Substituted Contracts 

Hitherto, it will be recalled, 
if the exporters had forward 
orders for the same kind of 
goods from more than one 
customer from the same 
country, banks were accepting 
export bills under substituted 
Contracts in adjustment of 
packing credit advances made 
tn respect of another order 
provided the goods for export 
remained unchanged and the 
proceeds in respect of ship¬ 
ments were received in a man- 
. ner and within the period pres¬ 
cribed under the Exchange 
Control Regulations. 

Hitherto, packing credit ad¬ 
vances made by banks to 
suppliers who did not have ex¬ 
pot orders/letters of credit in 
heir own name and were ex¬ 
porting through export houses 
were wing treated as eligible 


for concessionary rate of in* 
tents and interest subsidy pro¬ 
vided, apart from usual stipu¬ 
lations, the requirements as 
specified by the Reserve Bank 
were complied with. One of 
the requirements specified was 
that the bank concerned 
should obtain from the export 
house a letter setting out the 
details of the export order and 
the portion thereof to be exe¬ 
cuted by the supplier and also 
certifying that the export 
house had not obtained, and 
would not ask for, packing 
credit facility in respect of 
such portion of the order as 
was to be executed by the 
supplier. 

Financing of Cnrpot 
Exporters 

The Reserve Bank has ad¬ 
vised the scheduled commer¬ 
cial banks to consider granting 
packing credit advances to 
carpet manufacturers not only 
against finished goods ready 
for despatch but also to cover 
the raw material and other 
costs incurred in the process 
of manufacture; and to fix an 
overall packing credit limit 
for each exporter taking into 
account the special needs of 
the industry and make available 
to him a part of the limit with¬ 
out insisting upon letters of 
credit or export orders, hav¬ 
ing regard to his part export 
performance and projected ex¬ 
ports. 

(Such advances may be given 
for manufacturing and stock¬ 
ing of carpets to a reason¬ 
able extent in anticipation of 
export orders. A separate ac¬ 
count may be maintained for 
the purpose and export bills 
as and when received may be 
adjusted towards payment of 
the earliest packing credit 
advance; in such cases, the 
concessionary rate of interest 
and interest subsidy would be 
available up to the stipulated 
periods. However, banks may 
keep a watch to ensure that 
the stocks financed without 
(he production of letters of 
credit/firm orders are expor¬ 
ted within a reasonable time 
and do not remain unsold for 
an unduly long period. The 
other part of tne overall limit 
may continue to be allowed to 


the exporter on the production The Reserve Bank has also 
of lettan of credit/export or- advised banks to review quickly 
d*rs the discretionary powers given 


Dipt of Atomic Enorgy 

On behalf of the President of India, the Director, Directorate of Purchase 
Stt*w. Department of Atomic Energy, Bombay invites tenders as 
detailed phujw: 

1. DPS: NAPP: PPED: FAB: 12 due on 29.3.76. Manufacture, 
inspecticm. supply and guarantee of Retractive and pfotractive type of 
Rolling Tool. Qty. 2 nos. 

2. DPS/RRC/JENG/135 due on 1A76. Consumable insert rings, and 
coils. Qty:3915 Nos. of Rings and 20 metres of Coils. Import licence will 
be provided by us. if necessary. 

3. DPS/PPED/EEQ/194 due on 2.4.76. Supply of Heeler Assemblies 
and spare. 

4. DPS/PPED/PPF/813 due on 4.3.76. Supply of gate and globe 
valves. 

5. DPS/NAPP-PFED/STC/30 due on 5.3.76. M.S. Plates. Flats. Beams 
and structural* of various sizes conforming to IS:2062 and IS:226 speci¬ 
fications. Qty. 410. M.T. approx. 

6. DPS :NFC:CAP:343 due on 5.3.76. A double rotating head turning 
machine for simultaneous machining of both ends of zizcaloy elements of 
15.44 mm dia and about 500 mm length and zircaloy tubes of 15.265 
mm O.D..0-406 mm wall thickness and about 500 mm length—1 No. 

7. DPS/BARC/R-5/PPF/101 due on 5.3.76. Supply of Butterfly 
valves complete with all accessories for use in process water/sea water 
system. 

8. DPS/NFC/CHEM/200 due on 8.3.76. For the supply of Trich¬ 
loroethylene/ degreasing liquid at the rate of 2 to 3 tonnes per month 


9. DPS/NFC/MTL/319 due on 29.3.76. High pority materials viz. 
Teflunum, Indium. Cadmium, selenium, Gallium, Bismuth. Antimony. 
Zinc and Tin in different quantities, 

10. DPS/HWP/PPF/447 due on 12.3.76. Supply of stainless Heel and 
Carbon steel tubing and fittings. 

11. DPS/HWP/PPF/446 due on 12.3.76. Supply of Carbon steel 
Tubing, Fittings and Carbon steel ft stainless steel valves. 

12. DP5/TAPS/ENG/1Q3 due on 15.3.76. Fabrication and supply of 
spares for Sump Pump, such as discharge bowl, intermediate bowk impeller 
etc. as per samples and tender specifications—132 Nos. 

13. DPS/B ARC/WS/1449 due on 15.3.76. Retreading/Recapping of 
tyres of all sizes for vehicles. 1300 nos. approx. 

14. DPS:PPED:PPF: 816 due on 15.3.76. Supply of Diaphragm 
Valves. 

15. DPS/RAPS/O ft M/GEN/61 due on 17.3.76. Flexible hose made 
of remforpsd fibre or synthetic rubber: approx. 564 Mtrs. 

1IL DPS/B ARC/ENG/8130 due on 17.3,76. fabrication and supply 
of Dies Punch Took, out of Die Steel 1 Set. 


17. DPS/NFQ MTL/310 due on 17.3.76. Copper Base Alloys with 
Chromium, Beryllium and Nickel, refractory Metal AUqys and Unalloyed 
Tungsten in rod, square and tube Size: 76 mm, 63.5 mm and 35 mm etc. 
for different quantities. 

. 18. DPS/BARC/ECON/6315 due on 18.3.76. Disc Ceramic Capa¬ 
citors. 1 mfd/1000 V DC.—1000 pcs. 

^ 19. DPS/NFC/EEQ/107 due on 22.3.76. Supply of 60 KVA rating, 
three phase to three phase Oil cooled Tapped Step-Down Transformer 
...3 nos. 

20. DPS/RRC/EEQ/ 78 due on 23.3.76. Manufacture testing, tropical 
packing, transportation, supply and guarantee of Centrifugal Blowers for 
Primary pre-heating, emergency cooling circuit and plug cooling Nitrogen 
Circuit. Total. .4 nos. 


21. DPS/NAPP/EEQ/20 due on 25.3.76. Design Manufacture, Testing 
and supply of 415 V AC Induction Motors ranging from 0.25 KW 
to 250 KW rating.. 650 Nos. 

Tender documents priced Rs. 5 each for items 2,6,12,15,16, and 18: 
Rs, 10 each for items 8,13 and 17; Rs. 15 each for item 5 and 10; Rs. 20 
each for items 3,4,9 and 14; R$ 25 each for items 1 and 19; Rs 50 each 
for items 11 and 20; Rs 75 for items 7 and Rs 150 for item 21, and 
General conditions of contracts priced 50 p&ise for items 2 to 21 can be 
had from the Finance and Accounts Officer. Department of Atomic 
Energy, Directorate of Purchase and Stores, 3rd floor, Mohatta Building, 
Palton Road.Bombay-400001 between 10 a.m. and 1 p.m, on working 
days except on Saturdays. Import licence will be provided only if the 
items at S. Nos. 1, 4, 6 , to 12,14, 16 to 18 are not available indigen¬ 
ously. Tenders will be received upto 3 p.m. on the due dale shown 
above and opened at 4 p.m. the same day. Right is reserved to accept 
or reject lowest or any tenders in part or Tull without assigning any 
reasons. 
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to their branch managers/re* 
fiionai managors for sanction¬ 
ing export credit limits and. 
where necessary, to vast them 
with adequate powers to dis¬ 
pose of the credit proposals 
well in time. It has also ad¬ 
vised them to look into their 
procedures and take steps to 
remove the bottlenecks, if 
any, in the way of speedy deci¬ 
sions. In cases where preship¬ 
ment or post-shipment cre¬ 
dit is extended beyond the 
periods stipulated for the con¬ 
cessionary ceiling rates of in¬ 
terest, the banks, according to 
the Reserve Bank, should 
charge a reasonable and as 
low a rate of interest as possi¬ 
ble, taking into account the 
priority character of export 
credit. It is emphasised that 
so room should be given for 
complaints tint banks are 
charging unduly high interest 
on export credit beyond the 
periods stipulated for con¬ 
cessionary rates. Banks have 
also been advised to impress 
once again upon their branches 
the priority to be accorded in 
meeting genuine export credit 


IndottrlBl Development 
Beak 

The government had decided 
to restructure the Industrial 
Development Bank of India 
in certain respects, so as to 
enlarge its role as the principal 
financial institution financing 
industry and for coordinating 
the working of other financial 
institutions namely the Indus¬ 
trial Finance Corporation of 
India, Industrial Credit and 
Investment Corporation of 
India, Industrial Reconstruc¬ 
tion Corporation of India, 
Life Insurance Corporation of 
India and the Unit Trust of 
India engaged in the financing 
or promotion or development 
of industry. Parliament has 
since enacted the Public 
Financial Institutions Laws 
(Amendment) Act, 197S to 
give effect to the central 
government’s decision and 
the amended IDBI came into 
force on February J 6,1976. 

The more important of the 
changes, which have been effec¬ 
ted from this date are: (i) The 
development bank has been a 


wholly own*# < subsidiary of 
the Reserve >9ank of India 
and its board has been the 
Board of the Reserve Bank of 
India flout Bib date of its 
establishment On July 1,1964. 
TheammfSeagqt now enga¬ 
ges the transfer of the entire 
share capital of the develop¬ 
ment bank held by the Reserve 
Bank to the central govern¬ 
ment and also the constitution 
of a separate Board of Direc¬ 
tors for the Development Bank. 

Board Members 

This board, the various 
institutions and interests enga¬ 
ged or experienced in the pro¬ 
motion and development of 
industry both at the All India 
and state-level will be represen¬ 
ted, (ii) In view of the enlarged 
role envisaged for develop¬ 
ment bank, as an apex institu¬ 
tion, it will take over the capi¬ 
tal hitherto held by the RBI 
in the different State Financial 
Corporations and in the Unit 
Trust of India, (iii) The State 
Bank of India, its seven sub¬ 
sidiary banks, the 14 nationa¬ 
lised banks, scheduled banks 
and state cooperative banks 
are also being brought within 
the purview of coordination by 
the development bank, to the 
extent they are engaged in 
financing of industry and (iv) 
The IDBI will be represented 
on the board of the different 
financial institutions whose 
functions it will be coordi¬ 
nating. 

The Board of the IDBI will 
now consist of 22 directors 
including the chief executive. 
The central government has 
appointed Mr Raghu Raj at 
present chairman and manag¬ 
ing director. Union Bank of 
India, Bombay to be the chief 
executive (chairman and 
managing director) of the 
restructured IDBI with effect 
from February 16, 1976. The 
central government has no¬ 
minated the following on the 
Board of the IDBI: (1) Mr 
R.V. Raman, Secretary, De¬ 
part of Industrial Developmnt, 
ministry of Industry and Civil 
Supplies, New Delhi, (2) Mr 
N.C. Sen Gupta, Secretary, 
Department of Banking, minis¬ 
try of Finance, New Delhi, (3) 
Mr H.T. Parekh, chairman. 


Indurtrtal 'Credit and Invest¬ 
ment Corporation af India,* 
Bomba* (4) Mr Baldev Puri- 
eha, chairman, Industrial Fi¬ 
nance Corporation of India, 
New Delhi, (5) Mr R.B. Pra- 
dhatt, chairman Life Insurance 
Corporation of India, Bombay, 
(6) Mr James Raj, chairman, 
Unit Trust of India, Bombay, 

S Mr A. Niyogi, chairman, 
lustrial Reconstruction Cor¬ 
poration of India, Calcutta, 
(8) Mr R.K. Talwar, chair¬ 
man, State Bank of India, 
Bombay, (9) Mr M. Sen Sarma, 
chairman. United Bank of 
India, Calcutta, (10) Mr T.R. 
Dili, chairman, Punjab Na¬ 
tional Bank, New Delhi, (11) 
Mr Raj Kumar Bhargava, 
chairman, Uttar Pradesh Fi¬ 
nancial Corporation, Kanpur 
(12) Mr Mukul Chand Barua, 
Managing Director, Assam 
Financial Corporation, Shillong 
and (13) Mr B.P.R. Vittal, 
Director, Andhra Pradesh State 
Financial Corporation, Hyde¬ 
rabad. The Reserve Bank of 
India would be nominating a 
deputy governor as its no¬ 
minee on the Board of the 
IDBI. 

The central government will 
be shortly nominating five non¬ 
official directors from amon¬ 
gst persons who have special 
knowledge of or practical ex¬ 
perience in science, technology, 


hating am dtataMre -Mm 
amongstthe mtkyeUm tie 
development bank and -fha 
other institutions, ohe of whom 
shall be from the officer act 
ployees and the other from 
amongst the workmen emplo¬ 
yees. 

Voluntary PhcfosurBe 

In respect of declarations of 
income and wealth under sec¬ 
tions 3(1) and 15(1) of the 
recently concluded Voluntary 
Disclosure Scheme, declarants 
were required to invest pres¬ 
cribed amounts in the notified 
government securities, that i| 
5£ per cent bonds, 1985 with¬ 
in 30 days from the date on 
which the declaration wad 
made. Thus, for the declara¬ 
tions made on the last day, that 
is December 31, 1975, the 
requisite investment should 
have been made by January 
30, 1976. 

Any arrears in respect of 
the amount required to 
be invested in the bonds are 
recoverable as if such arrears 
were arrears of income-tax 
and the amount so recovered 
utilised for the purchase of 
bonds in the name of the dec¬ 
larant. 


Readers’ Roundtable 

Investment in Industry 


Sir, Incentive for invest¬ 
ment in the industrial field 
for persons holding immova¬ 
ble property can be provided in 
a big way by the provision of 
examptionfrom Capital Gains 
Tax on sale of such property 
subject to the condition that 
the proceeds, or the amount of 
the tax, attracted strictly are 
utilized in such investments 
only. This will help in more 
rapid industrial development. 
For the present when persons 
dispose of immovable assets 
for the purpose, a large portion 
of the proceeds has to be 
surrendered in the shape of tax 
find industry is therefore un¬ 
able is obtain maximum re¬ 
sources. 


under section 54 of the Income 
Tax Act meant for sale of 
immovable property used for 
residence, may be madeto pro¬ 
vide immunity from taxation 
and encourage the diversion of 
dead investment towards the 
industrial growth of the 
country. To keep a check on 
the misuse of this exemption 
suitable restrictions may be 
imposed. 

Such a provision in the Act, * 
besides activating idle capital, 
may also help in checking 
growth of mack money. 
Keeping this in view the pro¬ 
vision proposed may be made 
effective from January 1, 
1976. 


A provision, similar to that Gwalior 


R. B, VatHMA 
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COMPANY 

AFFAIRS 


Ashok Leyland 

The directors of Ashok Ley- 
land Limited hive decided to 
capitalise Rs 1.56 crores from 
reserves and issue bonus shires 
in the ratio of one share for 
every five equity shares held. 
Besides, the directors hive en¬ 
hanced the equity dividend to 
15 per cent for the year ended 
September 30, 1975 as against 
12 per cent paid in the previous 
year. Oat of the proposed 
dividend 12 per cent will be 
paid after the annual general 
meeting and the balance of 
three per cent on a deferred 
basis. New record was set 
up by sales and profits during 
the year under review. Sales 
at Rs 88 crores outstripped the 
previous year's encouraging 
performance by 25 per cent. 
Exports too recorded a specta¬ 
cular rise and stood at Rs 5.57 
crores, a 10-fold increase over 
the previous year. During the 
year under review the company 
sold as many as 7765 vehicles 
as against 7295 in the earlier 
year. The encouraging per¬ 
formance duing the year was 
mainly due to improved pro¬ 
ductivity, cost control and bet¬ 
ter utilisation of plant and 
other resources. 

Smart Rise 

The profit before interest 
and depreciation registered a 
smart rise to Rs 10.47 crores 
from Rs 9.36 crores in the pre¬ 
ceding year. Out of the gross 
profit, the directors have set 
aside a sum of Rs 105 lakhs to 
depreciation reserve as against 
Rs 95 lakhs in the previous year 
while the amount earmarked 
for taxation was raised by Rs 
2 lakhs to Rs 568 lakhs. The 
allocation to development re¬ 
bate reserve was stepped up 
from Rs 21 lakhs to Rs 23 
lakhs while the allotment to 
debenture redumption reserve 
wiMBOintained at Rs 17 lakhs . 


A sum of Rs 181 lakhs was 
transferred to general reserve 
No. I and Rs 117 lakhs to 
general reserve No. II. 


Mukand Iron 

Mtkand Iron and S'eel 
Works has embarked upon a 
replacement and diversification 
programme. The company has 
already created additional steel 
making facilities. It now pro¬ 
poses to invest about Rs 6.63 
crores for replacing and up¬ 
dating some of its equipment 
as well as catering to the sophis¬ 
tication of its existing products 
to suit change in demand pat¬ 
tern and diversification of its 
lines of manufacture. Consi- 
sidering the growth of the 
fisheries industry, the company 
proposes to manufacture deep 
sea fishing trawlers. 

New Programmes 

The estimated cost of 
Rs 6.63 crores for these 
programmes is proposed 
to be met by the issue of 
U per cent privately placed 
convertible debentures of Rs 
2.50 crores to the financial 
institutions (LIC, ICICI, UTI, 
General Insurance Corpora¬ 
tion and other insurance com¬ 
panies) foreign exchange loan 
of Rs 19 lakhs from the ICICI 
and the balance from internal 
accruals. One of the conditions 
of the said privately placed 
debentures provides for an 
option on the part of the in¬ 
stitutions to acquire through 
conversion a part of their res¬ 
pective debentures into fully- 
paid equity shares of the com¬ 
pany of Rs 10 each at a pre¬ 
mium of Rs 4 per share. 

In case the company makes a 
bonus issue and or rights issues 
before the conversion option 
is exercised either in fttjl or in 


E art, then the institutions will 
ave the right of conversion 
at par into thefhlly-paid equity 
shares to the extent of the por¬ 
tion of the conversion right 
whioh remains unsatisfied dur¬ 
ing such period. The com¬ 
pany has recently announced 
a one-for-two bonus issue, sub¬ 
ject to the sanction of the Con¬ 
troller of Capital Issues. The 
bonus shares will rank for divi¬ 
dend from 1976-77. The direc¬ 
tors feel that looking to the 
present profitability, the com¬ 
pany will, subject to unfore¬ 
seen circumstances, be able to 
pay the first annual dividend 
on the increased capital at not 
less than nine per cent. 

Otis Elevator 

Otis Elevator Co (India) 
Ltd has reported marked im¬ 
provements in its working 
results during the year ended 
September 30, 1975, the turn¬ 
over and profits being signi¬ 
ficantly higher than in 1973-74. 
What is more, the directors 
have stepped up the equity 
dividend from 10 per cent to 
18 per cent with a pro rata 
dividend of 1.5 per cent on 
partly-paid shares. Of the 18 

G r cent, dividend on nine 
Ich fully paid shares, 9.6 per 
cent will be paid after the 
annual general meeting and the 
balance on deferred basis. Of 
the 1.5 per cent dividend on 
2,25,000 partly paid shares, 
0.8 per cent will be paid after 
the annual generalmoeting and 
the balance on deferred basis. 
The proposed dividends will 
be paid out of the general re¬ 
serve No. IV (1975) to those 
shareholders whose names 
appear on the Register of 
Members of the company as 
on March 29, 1976. 

During 1974-75 the company 
recorded increased sales ana 
service completions at Rs 5.94 


wagsitul HM.& 
crores In the preceding year 
while gross profit went up 
from Rs 71.60 lakhs tb Rs 
94.32 lakhs. Out of the gross 
profit, the directors have ap¬ 
propriated a sum of Rs 12.08 
lakhs to depreciation reserve, 

Rs 1.10 lakhs as provision fbr 
doubtful debts, and Rs 54.60 
lakhs for taxation as against 
Rs 9.47 lakhs, Rs 0.92 laws 
and 32.85 lakhs provided-res- - 
pectively in 1973-74. The net 
profit after these allocations 
was, however, a shade lower at 
Rs 26.54 lakhs as compared 
to Rs 28.35 lakhs in 1973-74. 
After adjustments for previous 
years, a sum of Rs 5 lakhs 
was transferred to develop-" 1 
ment rebate reserve, Rs 2.70 
lakhs to statutory reserve and 
Rs 32.44 lakhs to general re¬ 
serve as against Rs 0.30 lakhs, 

Rs 4.70 lakhs and Rs 41.73 
lakhs provided respectively in 
1973-74. 

Rise in Turnover 

It is gratifying to note that 
the substantial rise in turnover 
has been achieved despite seve¬ 
ral restraints on consumption - 
of power throughout the 
year. The company installed 
three diesel generating sets 
to meet the power short¬ 
age. Owing to the slack in 
the economy, building activity 
was substantially affected re¬ 
sulting in a drop of approxi¬ 
mately 30 per cent in the new 
orders for elevators. New 
sales for the year under review 
were Rs 4.27 crores as com¬ 
pared to Rs 5.05 crores last 
year. However, with the iflu- 
provement in the econoiqy, it 
is expected that there will be a 
corresponding rise in the acti¬ 
vity of the company. 

Record export shipments 
were achieved during the wear 
amounting to over Rs 47 laldu. 
Farther export orders in hand 
should enable the company to 
maintain its present export 
level. 

Baja} Elaetrieals 

Addressing the Dealers’ 
Conference, Mr Ajit Shah, 
deputy general manager/ 1 
Bajaj Electicals Ltd said tost 
the consumers must get goods 
and service at a proper time, 
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proper place and at reasonable 
price* i He advised the dealers 
to id»t fair trade practices 
add said that the consumerism 
is only possible if businessmen 
plan their activities in advance. 

, Mr Shah also advised the 
dealers that they should not 
deal in spurious goods. He 
said that it is only the 
businessmen who can check 
the inflow of spurious goods 
and said that the persons deal¬ 
ing in spurious goods must be 
severely dealt with. 

Mr Shah appreciated the 
steps taken by the government 
under the Voluntary Disclo¬ 
sure Scheme and said that the 
disclosure of black money un¬ 
der this scheme will give a 
better and stable economy and 
check inflation. 

ICICI 

The Industrial Credit and 
Investment Corporation of 
India have stepped up the 
equity dividend from 10 per 
cent to 11 per cent for 1975. 
The immediate payment will 
be seven per cent, the balance 
being distributable on a defer¬ 
red basis. The working of 
the corporation during the 
year has resulted m a higher 
net profit of Rs 289 66 lakhs 
during 1975 as against Rs 
244.82 lakhs a year ago. The 
profit has been arrived at 
after nuking provisions for 
depreciation, taxation and 
other adjustments. 

JubilM Mills 

The scheme of the amalga¬ 
mation of the Jubilee Mills 
with Swan Mills has been 
finalised. Under the i&chemc, 
. with effect from July 1, 1975, 
Swan Mills will take over the 
entire undertaking and busi¬ 
ness of the Jubilee Mills toge¬ 
ther with the benefits of all 
outstanding contracts and all 
its outstanding liabilities. 

Every equity shareholder of 
the Jubilee Mills will get one 
equity share of Swan Mtlis 
for 10 equity wares of the Jubi¬ 
lee Mills held by him. Every 
holders of 7 per cent, cumula¬ 
tive first preference shares and 
, of 5.72 per cent second pre¬ 
ference wares of the Jubilee 
Mills will get one H per cent 


cumulalive redeemable pre- and equity shares of Jubilee 
ference share of Swan Mills. Mills. Hie scheme win benefit 

As the Jubilee Mills holds 


9.56 shares of Swan Mills the 
share capital of Swan Mills 
will be reduced to that extent. 
Swan Mills will also take ap¬ 
propriate steps for increasing 
the authorised capital to en¬ 
able it to issue its shares to the 
holders of the preference shares 


both the companies since their 
resources wiu be pooled to¬ 
gether resulting in expansion 
of activities and economies 
of scale of operation. 

Tata Exports 

Tata Exports was once again 
the highest exporter of engin¬ 


eering products during 1974- 
75. With overseas sales of 
engineering products valued 
at Rs 18.66 crores during the 
year, Tata Exports was the 
winner of the All-India Top 
Exporter’s Shield awarded by 
the Engineering Export Pro¬ 
motion Council. 

The year showed a major 
breakthrough for Tata Ex- 
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India's total exports 
have gone up to 
over Rs. 3,300 crores. 

Ten years ago, 1 

it was only Rs. 805 
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Quality control has 
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Indian goods abroad. 

Engineering goods 
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through exports— 
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ports with sates Of vehicles, 
drilling rigs, steel plant equip* 
merit, sugar mill machinery, 
transmission towers and seve¬ 
ral other products to a num¬ 
ber of new and non-traditional 
markets, opening new areas 
for Indian industrial products 
abroad. 

Tata Exports has already 
won the Indo-American Cham¬ 
ber of Commerce Award for 
outstanding achievement m the 
export of non-traditional 
Indian goods to the United 
States during 1973-74. 

The pioneering efforts of 
Tata Exports as the foremost 
export house in the country 
to find new mirkets for 
non-traditional products from 
India have enabled it to 
increase its turnover from 
Rs 25 lakhs in 1962-63 
to over Rs 37 crores in 1974-75 
The tempo of growth m ex¬ 
ports is being sustained Tata 
Exports’ exports turnover dur¬ 
ing the current financial year is 
expected to be Rs 50 crore*, 
with its cumulative export 
earnings exceeding Rs 225 
crores. 

News and Notes 

Fork lift trucks with torque 
convertors and fully automa¬ 
tic hydraulic transmissions will 
now be available to the indus¬ 
try on a hire basis. The hire 
service will be of particular 
benefit to the small units that 
cannot afford to buy fork lift 
trucks. The units wishing to 
try out the fork lift truck in 
operation can also avail of this 
facility. The hire service is 
being offered by Godrej lor 
their electric and diesel fork 
lift trucks. 

The directors of Basf India 
propose to capitalise Rs 17 50 
lakhs out of its reserves and 
issue bonus shares on a one- 
for-three basis. The proposal 
is, however, subject to the 
consent of the Controller of 
Capital Issues. The directors 
have also enhanced the equity 
dividend to 15 per cent for the 
year ended December 31,1975 
as against six per cent paid for 
the previous year. 

Siemens India have staged 
the manufacture of thyristor 


convertors and contactless 
switching circuits which are 
still largely imported. The 
thyristor convertors are ideally 
suited for variable speed 
drives in synthetic fibre, rubber, 
paper, cement and machine 
tool industries. 

This being an engineering 
intensive technology, Siemens 
India with their vast experience 
are in a position to design any 
system to meet the stringent 
demands for various sophisti¬ 
cated drives. Since this is a 
new technology, Siemens have 
al*o undertaken training pro¬ 
grammes for customer’s engi¬ 
neers on the operation and 
maintenance of thyristor con¬ 
vertors. 

The Tata Oil Mills Company 
Limited have reduced the pri¬ 
ces of their popular consumer 
products by substantial mar¬ 
gins and have also introduced 
new products at introductory 
prices lower than those of the 
equivalent products in the mar¬ 
ked The prices have been 
reduced consequent to the 
decline in the costs of some of 
the inputs and with a view to 
passing on the entire benefit 
to the consumers. TOMCO 
are the first amongst the major 


manufacturers of washing 
materials in the country to 
reduce their prices with a view 
to serving the consumer in¬ 
terests. 

For the half year ended 
December 31, 1975, the value 
of sales, inclusive of excise 
duty, of all products of Tata 
Chemicals amounted to 
Rs 17.83 crores and it exce¬ 
eded the turnover for the cor¬ 
responding period of the pre¬ 
vious year by Rs 1.10 crores. 
Among the company’s major 
products the output of soda 
ash during the half year at 
154,569 tonnes was higher by 
12,762 tonnes or (9.0 per cent) 
over the corresponding period 
of the previous year. 

Federation of Indian Cham¬ 
bers of Commerce and Indus¬ 
try Award 1975 for outstand¬ 
ing achievement m Industrial 
Relations was awarded to 
Syndicate Bank by a panel of 
Jury at their meeting held on 
January 22. This is the fifth 
national level award ard hap¬ 
pens to be the second FICCI 
Award won by the bank. The 
bank was formerly honoured 
with the Indian Merchant 
Chambers Award for outstand¬ 
ing contribution in the field cf 


Small Savings, the FICCI 
Award for outstanding conti i- 
butfon in the field of Agricul¬ 
tural Finance, the Laghtt 
Udyog Sahkari Award, insti¬ 
tuted by the National Alliance 
of Young Entrepreneurs for*' 
outstanding contribution in 
the field of Small Scale Indus¬ 
tries and Self Employment 
and National Jaycees Award 
for outstanding contribution 
to the cause of youth by a 
non-Jaycce organisations in * 
India. All the awards have 
come within a span of two 
years. 

Air-India will introduce three 
additional Boeing 707 services 
a week between India had the 
Gulf with effect from Feb- * 
ruary* 1,1976. Of these three 
new services one will operate 
betwen Bombay and Mus¬ 
cat, a second between Bombay 
and Dubai with a halt in Delhi 
on the westbound flight, and 
a third between Bombay and 
Doha with a halt in Muscat 
on the westbound flight. With 
the introduction of these addi- 
tioral services, Air-lndia will 
be operating a total of eleven 
services a week between India 
and the Gulf. 

Established jointly by Tatas 
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and thftil PlwHtiMW la Mato- 
sia. VffittATA with a capital 
of M* 25 million (Rs 8.63 
crores). it already the largest 
and the most integrated and 
the most diversified one of 
Oe palm oil facility in the 
world. The UNITATA com¬ 
plex is a ntftable example of 
frnitfol International coopera¬ 
tion between India and Malay¬ 
sia and of a major export of 
Indian technology in a highly 
specialised field. In 1975, the 
fibrst full year of its operations, 
the value of UNITATA’s total 
sales exceeded Malaysian $ 
100 million (Rs 34.50 crores) 
with more than 95 per cent of 
its upgraded products being 
gxported to developed count¬ 
ries. The Tata Oil Mills ear¬ 
ned their entire royalty for 
know-how amounting ,o MS 
2.14 million (Rs 74 lakhs) 
during the very first year's 
operations. 


Nuw Issues 

Electro Carbonium, promo¬ 
ted by Sahney Kirkwood in 
technical coolaboration with a 
"•well-known West German firm 
of Schunk and Ebe, is expec¬ 
ted to enter the market shortly 
to raise a part of the finance 
for its Rs 1.5 crore project 
for the manufacture of electro- 
graphite, hard and resin, bound 
carbon blocks. 

The plant which is being set 
up in a notified backward area 
near Bangalore is scheduled to 
go into production by the end 
of this year. The company 
has a licence to produce 100 
tonnes of carbon blocks a year, 
worth about Rs 75 lakhs. 
The country's requirements, 
estimated around 150 tonnes, 
are currently beingmet through 
imports. Toe foreign exchange 
component of the project is 
placed around 15 per cent of 
<dhe total cost. 


International . Conunentor 
Limited is offering 85,000 
shares of Rs 10 each for cash 
.at -pad to the public for sub- 
"tription. The subscription 
Mopens on Fbbruary 26 and 
. .411 close on March 8 or ear¬ 
lier but not before Marsh I. 
Application* for shares must 

BCOHOlteW 


he for a minimum of 50 shares 
or multiples thereof. The en¬ 
tire public issue is underwrit¬ 
ten. The proceeds of the issue 
will be utilised for providing 
finance to buy as well as in¬ 
vest in shares, stocks, deben¬ 
tures of companies including 
securities and bonds of govern¬ 
ments and local authorities. 


Mohan Ortmann and Herbst 

is setting up a new project at 
Okhla industrial estate. New 
Delhi for manufacturing auto¬ 
matic bottling plants com¬ 
prising filler with mtcimix m 
technical collaboration with 
Ortmann and Heibst of West 
Germany. The machines are 
designed to cater to the needs 
of bottles of milk, soft drinks, 
squashes, beer and wir.es. 
Automatic bottling plants will 
have a capacity up to fillirg 
of 500 bottles per minute. The 
plant is designed to manu¬ 
facture 25 units per annum. 
These plants have a good ex¬ 
port potential. The company 
has an obligation to export at 
least 10 per cent of its annual 
production m terms of foreign 
exchange per annum from the 
third year onwards for a 
period of five years. Conyner- 
cialproduction is expected to 
commence by January 1977. 


The cost of the project is 
estimated at Rs 2.99 croies, 
which will be met by share 
capital of Rs. 1.20 crores, 
rupee term loans Rs 139.36 
lakhs, and foreign exchange 
loan from IFC of Rs 39.64 
lakhs. The company proposes 
to make a public issue of 6.70 
lakh equity shares of Rs 10 
each at par. 

Capitol and Bonus Issues 

Consent has been granted to 
five companies to raise capital 
of nearly Rs 59.20 lakhs. The 
details are as follows. 


The National Sewing Thread 
Company Limited, have been 
accorded consent, valid for 
three months, to capitalise 
Rs 175,000 out of its general 
reserve and Issue ftilly paid 
equity shafts of Rs 100 each 
as bonus shafts in the ratio 


of one bonus share for every 
two equity shores held. 


Khosla Metal Powders Limi¬ 
ted, Poona, have been granted 
consent, valid for three 
months, to capitalise Rs 
650,000 out of its gcreial re¬ 
serve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
two equity shares held. 


Meena Air Products Ltd, 
Delhi, has communicated to 
government of its proposals 
to issue capital under Clause 
(5) of the Capital Issues (Ex¬ 
emption) Order, 1969 for Rs 
3.9 million in equity shares 
of Rs 10 each ar.d Rs 6 lakhs 
in preference shares of Rs ICO 
each, to partly finarce the 
project for the manufac¬ 


ture of oxygen ard dissolved 
acetylene gases at Taloia 
(Maharashtra). 


Central Paints Limited, In¬ 
dore, have been accorded con¬ 
sent, valid for three months to 
capitalise Rs 415,SCO out of its 
general reserve ard issue fully 
paid equity shares of Rs 500 
each as bonus shares m the 
ratio of one bonus share for 
every two equity shares held. 


Exomet Plastics Private Ltd, 
Bombay, have been accorded 
consent valid for three months, 
to capitalise Rs 180,000 out of 
its profit and loss account and 
issue fully paid equity shares 
of Rs 10 each as bonus shares 
in the ratio of three bonus 
shares for every four quity 
shares held. 


Dividends 


(Per cent) 


Equity dividend 
declared for 

Name of the company Year ended- 

i^unciu rrcviuuai 

year year 


Higher Dividend 

Andhra Sugars 

Sep. 

30,1975 

12.0 

11.0 

Sarvaraya Sugars 

Sep. 

30, 1975 

14.0 

12.0 

Voltas 

Aug. 

31,1975 

12.0 

10.5 

Punalur Paper 

March 31, 1975 

10.0* 

Nil 

Same Dividend 





Rajasthan Spg. and 
Wvg. Mills 

Sep. 

30, 1975 

7.5 

7.5 

Khatau Dyes and Fibres 

June 

30, 1975 

Nil 

Nil 

Khatau Makanji Spg. 

June 

30, 1975 

10.0 

10.0 

New Rajpur Mills 

March 31,1975 

Nil 

Nil 

Reduced Dividend 





Mysore Sugar 

June 

30, 1975 

6.0 

12.0 

Madras Rubber 

Sep. 

30,1975 

9.0t 

. 12.0 


•For 15 months ended March 31,1975 
|On the enlarged capital. 
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Licences and Letters of Intent 

The following licences and letters of Intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of December, 1975. The list contains the names and 
addresses of the licensees, articles of manufacture* types of licen¬ 
ces—N jw Undertakings (NU), N~w Articles (NA), Substantial 
Expansion (SE), Cirry on Easiness (COB), Shifting—and an¬ 
nual installed capacity. Details regarding licences and letters 
of intent revoked, cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Scanind Trading Pvt. Ltd; 15-Park Street, Calcutta-16. 
(Calcutta-We^t Bengal)— G.I Black Steel Pipes—48,000 tonnes. 
p.a.-.(NU) 

Mr T.P. Singh, Sahar&a Steel Alloy Ltd; Jasidih, Sunthal 
Parganas, Eastern Railway, Bihar. (Santhal Parganas-Bihar) - 
Vertically Cast Iron Pressure Pipes—6,000 tonnes—(NU) 

M/s Shalimar Industries Pvt Ltd; 25, Ganesh Chandra 
Avenue, Calcutta. (Utlarpaia, Hooghiy, W-Bengal)- -Mild 
Steel Black Wires—4,000 tonnes* (COB) 

M/s Indian Pan Works, 207, Miharshi D^bendra Cal¬ 
cutta-7—(Howrah—West Bengal) —Bright Bars—13,000tonics* 
-(COB) 

M/s Century Iron and Steels Ltd; 903, Ansal Bhavan, 16- 
Kasturba Gandhi Marg, New Delhi- (Sangrur-Purjt b)— M.S. 
Ingots; Electrode quality Carbon Stccis; etc—18,000 tonnes 
Bars and Sections—12,500 tonnes.- (COB) 

Electrical Equipment 

M/s Continental Electronics Industries Ltd; Herald House, 
2nd Floor, 5-A, Bahadur Shah Zufar Marg, New Delhi— 
(Miharashtra)—Reed Relays and Switches--3 million nos. p.a. 
—(NU) 

M/s Ruttonsha Electronics (P) Ltd; International House, 
L.B.S. Mirg, Vikhroli, Bombay—(Bombay-Maharashtra)— 
O&cillascopcs—2,000 nos.—(NA) 

Telecommunications 

M/s Punjab Wireless Systems Ltd; S.C.O., 54,55,56, Si dor 
I7-A, Chandigarh— Patiala-Punjab)—V.H.F. Trans-reccivtrs— 
10,000 nos. p.a.—(NU). 

Transportation 

M/s Jetcx Carburettors Pvt Ltd; 5-Neel Terrace-B. Fatch- 
ganj, Biroda, Gujarat—(Panchmahals-Gujarat)—Automobile 
Carburettors—3, lakh nos. p.a.—(NU) 

M/s Triton Valves Ltd; D-22 Ganesh Prasad, Sleatcr Road, 
Bombay—(Mysore City-Karnataka)—Auto Valves (for cars, 
trucks, scooters, tractors, etc)—40 lakh nos. Valve Cores—60 
lakh nos. Valve Caps—60 lakh nos. Bridge Washers— 15 lakh 
nos. Vex-Nuts—15 lakh nos—(NU) 

M/s Trans-Freight Containers Pvt. Ltd; Nathani Estate, 
Vidya Vihar, Bombay—(Thana-Maharashtra)—Freight-Con¬ 
tainers for Ships, Wagons & Trucks—5,000 nos—(NU) 

Industrial Machinery 

M/s Lakshmi Machine Works Ltd; Perianaichkenpalayam, 
S.R.K. Vidyalaya P.O. Coimbatore—(Coimbato^-Tamil 


tfadu) —Combers—t^O nos. tow. tap itaciilnes—36 not* 

Ribbon Lap Machines—30 nos-^SE) 

M/s The Sirpur Paper Mills Ltd; Sirpur Kaghaznagar,&C* 
Rly —(Andhra Pradesh)—(Adttabad—,Andhra mdesh)r~ 
Complete Pulp and Paper Making Plant—4 nos—(10-15 tonne^ 
p.d. capacity)—(NA) i* 

M/s T. Mineklal Mfg. Co. Ltd; Vaswani Mansion, Din&haw 
Vachha Road, Marine Lines, Bombay—(Bombay-Manaraahtra) 
—Controlled Tension Centre winding and un-winding machine 
with slow motion drive upto 12 stations, which can be synchro¬ 
nised to any machine; Surface Winding Machines; Special 
type of roll carrier frame. Total: 100 nos. p.a. (NA) 

M/s Grindwell Norton Ltd; Army & Navy Building, 148, 
Mahatma Gandhi Rd; Bombay—(Bangalore-Karnataka)— 
Silicon Carbide Synthetic Abrasive Grains—5000 tonnes—(SE) 

M/s National Engineering Industries Ltd; Jaipur—(Jaipur- 
Rajasthan)—Spherical Roller Bearings for Axle Boxes—10,000 
no—(NA) 

MA National Engg. Inds. Ltd; Jaipur—(Jaipur—Rajasthan)' 
—Ball Bearings only—72,000 nos. p.a.—(SE) 

Machine Tools 

The Mysore Kirloskar Ltd; PO Yantrapur, Harhar— 
iChitradurga—Karnataka)— Semi-Automatic Journal Grinding 
Michines—25 nos. p.a—(NA) 

MA Asia Automotive Pvt. Ltd; S-304, Agra Road, Muland, 
Bombay — (Nasik-Miharashlia) — Seam Welding Rolls—70 
tonnes. Spot Welding Tips—25 tonnes. Butt Welding Tips —5 
tonnes. Special Electrodes—10 tonnes- (NA) 

Earthmoving Machinery 

i 

M/s Chowgulc Engineering Co. Pvt. Ltd; Chowgulc House, 
Morgugao Harbour, Goti—(Margao Ponda Road, Loutulin, 
Goa/—Parrs and Accessories of Earthmoving Machinery—130 
tonnes p.a.-(COB) 

Miscellaneous Industries 

Mr Dilccp Nevatia, Shashi Deep, 5-A, Worli Sea Face, 
Bombay—(Ankleshwar-Gujurat)—Twist Drills (1.8 mm to 35 
mm dia)—20 nos. Reamers (upto 25 ram dia)—I lakh nos. End 
Mills (Upto 25 mm dia)—l lakh nos.—(NU) 

Medical & Surgical Appliances 

M/s Artificial Limbs Manufacturing Corporation of India, 
G.T. Road, Kanpur —(Kanpur—UP)—Lower Extrimity Orthe- 
tics.—4,50,000 nos. Upper Extrimity Orthetics—1,30,000 nos. 
Lower Extrimity Prosthetics—85,000 nos. Upper Extrimity 
Prosthetics,—15,000 nos. Rehabilitation Aids—18,000 nos— 
(NU) 

M/s British Physical Laboratories India Pvt Ltd; Mahatma 
Gandhi Road, Bangalore—(Palghat-Kcrala)—S-Channel Poly¬ 
graph for the purpose of observing and measuring various 
Biophysical phenomena)—30 nos. Internal Pacemakers—200. 
nos. Poitable External Pacemakers—nos. DC Defibrillators— 1 
100 nos—(NA) 

Industrial Instruments 

M/s Kirloskar Brothers Ltd; ‘Udyog Bhavan’, Tilak Road, 
Poona—(Dawas-Madhya Pradesh)—Manually Operated Valves, 
(fool, reflux, sluice gate and pulp)—42,391 nos—(COB) 

M/s Kirloskar Brothers Ltd; ‘Udyog Bhavan*, Tilak RoadT 
Poona—(Sangli, Maharashtra)—Manually Operated Valves 
(foot, reflux, sluice gate and pulp)—27,679 nos p.a— (COB) . 
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? i Fertifluen 

M/»'$he Maharashtra Cooperative Fertilizers & Chemicals 
Uh Qafeon House, 14-Rampart Row, Bombay—(Thana- 
MaWBwtra)»-Annnonia—66,000 tonnes. Ammoniam Chloride 
—#6,OOOtonnes, Soda Ash—66,000 tonnes—(NU) 

A Managing Director, Fertilizer Corpn. of India Ltd; Trombay 
Unit, Chembur, Bombay—(Trombay- Maharashtra)—Ammo - 
nin—-4,13,000 tonnes, Urea—3,81,300 tonnes—(SG) 

Chemicals (other than Fertilisers) 

M/i Allied Resins & Chemicals Ltd; 13-Camac Street, Cal¬ 
cutta—{Budge Budge Trunk Road, West Bengal)—Formalde¬ 
hyde—46,000 tonnes—(COB) 

M/s JCapoor Air Products (P) Ltd; 10-DLF. Najafgarh Road, 
New Delhi—(New Delhi)—Oxygen—4,50,000 c Metres—(NOB) 

M/s Slmatul Chemical Industries Pvt. Ltd; 13-G.I.D.C. 
Industrial Estate, N. Road, Nandcsari, Baroda, Gujarat— 
(Baroda—Gujarat)—Formaldehyde—7,500 tonnes—(COB) 

^ M/s Polyols India Ltd; 10/1, Elgin Road, Calcutta— 
(ICol&ba, Maharashtra)—Formaldehyde—6,000 tonnes—(COB) 

M/s Jindal Strips Pvt. Ltd; Delhi Road, Hissar— (Hissar- 
Haryana)—Oxygen Gas—0.45 MCM—(NU) 

M/s Colour Chem Ltd; Ravindra Annexe, Dinshah Wachha 
Road, 194, Churchgate Reclamation, Bombsy—(Thana, Maha¬ 
rashtra)—Aceteacet Diathylamide; Aceteacet Dimethylamide; 
Aceteacet Monomethylamide. Total: 400 tonnes—(NA) 

M/a Madhya Pradesh Gases Ltd; 11-B, Lajpat Nagar, Link 
Road, New Delhi—(Raipur-Madhya Pradesh)—Oxygen—-0.9 
MCM Dissolved Acetylene—0.1 MCM—(NU) 

M/s Kamatak Industrial Gases Ltd; Pala Badani Road, 
’Gadag, Dharwar—(Hubli-Dharwar, Karnataka)—Oxygen Gas 
—0.80 MCM Acetylene Gas —0.20 MCM—(NU) 

M/s Chemicals & Plastics India Ltd; 175/1, Mount Road. 
Madras—(Mettur Dam—Tamil Nadu)—Rigid PVC Pipes — 
3,500 tonnes—(SE) 

M/s Kothari (Madras) Ltd; Kolhari Building, 20-Nungam- 
bakkam High Road, Madras—(Ennore, Chmgleput, T-Nadu) 
—Caustic Soda—33,000 tonnes. Hydrochloric Acid—24,750 
tonnes. Liquid Chlorine—20,000 tonnes—(NU) 

M/s Kanoria Chemicals & Industries Ltd; 16-A, Bra bourne 
Road, Calcutta—(Renukoot—UP)—Stable Bleaching Powder 
—(SE) 

M/s United Carbon India Ltd; NKM International House, 

' 7th Floor, 178, Backbay Reclamation, Bombay—(Thana, 
Bxlapur Road, Maharashtra)—Butylaled Products—1,200 ton 
nes—(NA) 

Drags & Pharmaceuticals 

M/s Roussel Pharmaceuticals (India) :Ltd; D. Shivsagar, 
Dr. Annie Besant Road, Worli, Bombay—(Worli, Bombay, 
Maharashtra)—Tablets—475,.36 lakhs Ointments—25,377 kgs 
Xlouid Orals—22,680 litres. Vials—1,198 lakhs, Ampoules— 
7.19 lakhs, SofiatuUa—1000 units—(COB) 


Road, Bombay—(Bombay-Maharashtra)—Formulations based 
on bulk drug Hydrochlorolhiazine and Hydrallazlne Hcl,—22 
Mill tabltcs—(SE) 

M/s East India Pharmaceutical Works Lid; 6-Little Russel 
Street, Calcutta --(Burdwan, West Bengal)—lodochlorohy- 
droxy quinoline—100 tonres p.a—(SE) 

Textiles 

M/s Indian Organic Chemicals Ltd; 28, Bombay Samachar 
Marg, Fort, Bombay— (Kolaba, Maharashtra)—Di-Hydroxy 
Di-Methylol Ethylene Urea; Di-Methylol Ethylene Urea: Di- 
Methylol Propylene Urea; Tnozone and Carbamate Resins. 
Total : 1,500 tonnes—(NA) 

M/s Arun Spinning Mills; 310, Kashmir Road, Amritsar — 
(Amritsar, Punjab)—Shoddy Blankets—8 powcrlooms—(NA) 

M/s Mehra Spinning Mills, Kashmir Road, Verka, Amritsar 
-(Amritsar-Punjab)—Shoddy Blankets-8 powerlooms—(SE). 

M/s Angor Spinning Weaving & Knitting Mills, G.T. Bye 
Pass Road, Ludhiana—(Ludhiana,—Punjab)—Shoddy Yarn 
—752 shoddy spindles—(NA) 

M/s Kay Kay Woollen Mills, Mohanji Sunderaji Road, 
Naupada, Thana, Maharashtra—(Thana-Maharashtra)—Shod¬ 
dy Blankets—12 powcrlooms--(SE) 

Sugar 

M/s The Kisan Sahakari Chini Mills. Ltd; Azamgarh (NE 
Rly) Sathiaon Rly. Station, Azamgarh, UP—(Azamgarh, UP)— 
Sugar—1,250 tonnes Cane crushing capacity per day—(NU) 

M/s The Madurantakam Cooperative Sugar Mills Ltd; 
Padalam PO Chinglcput, Tamil Nadu- (Chingicput, Tamil- 
nadu)—Sugar—1,750 tonnes of Cane crushing capacity per day 
-(SE) 

Fermentation 

M/s Kesarwai Beverages Ltd; Gosalia Building, New 
Market, Margao —(Ponda-Gao)—Beer—15,000 HL—(COB) 

M/s High Range Brcwereis Ltd; 24-Grant Road, Bangalore. 
(Varnad, Shertallay, Kerala)—Beer- 15,000 HL- (COB) 

Food Processing Industries 

M/s Brook Bond India Limited 9 Shakespeare Sarani, Cal¬ 
cutta—(Aurangabad-Maharashtra)—Corned Meat (Main Pro¬ 
duct) —10, /40 M- Tonnes By Products: Extracts—440 MT 
Soup Stock Medium—1.280 MT Bone Meal—2,040 MT, Tallow 
—2,120 MT, Semi-fmishcd and finished leather (out of raw 
materials)—9 M ill. Sq. Ft. —(NU) 

Vegetable Oils & Vanaspati 

M/s Punjab Edibles (P) Ltd; Bhatinda (Punjab)- (Bhatinda- 
Punjab)—Cottonseed Oil—30,000 tonnes m terms of cotton¬ 
seed per year —(NU) 

M/s Jain Sudh Vanaspati Ltd; D-18, Connaught Place, New 
Delhi—(Ghaziabad-UP) —Cottonseed Oil—30,000 tonnes in 
terms of seeds—(NA) 


M/s Uni-Sankyo Ltd; Hot No. 37, Road, No. 10, Banjara 
Hills, Hyderabad—(Hyderabad-Andhra Pradesh)—Sanzyme 
.withVitamins—60mill, tablets—(NA) 

l . M/s Chemical Industrial & Pharmaceutical Laboratories 
Ktaited, 289, Ball as is Road, Byculla, Bombay Central, Bombay, 
jCMBombay-Mahara&htra)—Chlonidine Hcl (bulk drug) and fbr- 
rmulatton* thereof corresponding to this capacity—2 kgs—(NA) 

M/e Uhiohem Laboratories Ltd; ‘Unichem Bhavan’, SV 


Ceramics 

M/s Jaya Shrcc Textiles & Industries Limited, UCO Bank 
Building, Parliament Street, New Delhi—(Rishra-West Bengal 
—Transformer Bushing of 33 KV and above—400 tonnes Solid 
Core and other support insulators—300 tonres Special Insula¬ 
tors Including Lightning Assesstors Shell—100 tonnes. Total 
800 tonnes—(SE) 

M/s S&S Bushings Ltd; Dhun Building, 175/1, Anna Salai, 
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Madras—(Bangalore-Karnataka)—High VoUige Condenser 
Bushings—1,300 nos—(NU) 

Latter* of Intent 

Metallurgical Industries (Ferrous) 

Mr Arun Kumar Nagory, Nagory Bhawan, Sarafa Road, 
Gwalior—(Morcna, Madhya Pradesh)—S. G. Iron Castings— 
—500 tonnes. Alloy Iron Castings—200 tonnes, Malleable Iron 
Castings—300 tonnes—(NU) 

The Managing Director, Industrial Development Corpora, 
lion of Orissa Ltd; Bhubaneshwar-9—(Mayurbanj/Jaipur, Cut¬ 
tack, Orissa)—Ferro -Silicon of 90 per cent and 75 per cent 
Grades—20,000 tonnes—(NU) 


Calcutta—(Calcutta-West Babgal)—BteCtroltlc Arifc<&«a$et» 
—100 nos. p.a—(NA) * ■ 

Mr M. Satyanarayana, 509, Durgigudi, Shimoga.^Shjmogis, 

Karnataka)—HT/LT Power Capacitors—13,000 KVAR Mfeot- 
um Frequency Power Capacitors—2,000 KVAR—(NU) 

M/s The Bengal Electric Lamps Works Ltd; 4-BMrife ffttfsl? 
Calcutta—(Calcutta-West Bengal—(Electrodese (Lead- i in*Wh*t 
—200 mill, pieces both for captive consumption tfnd Sat com* 
mercial sale)—(NA) 

M/s Elpro International Ltd; ‘Nirmal’, 17th Floor Beckbay 
Reclamation, Nariman Point, Bombay—(C3hmchwad/Poona, 
Maharashtra)—Intensifying Screens—15,000 pairs Fluerosoopiv 
Screens—1,200 nos—(SE) 


Dr P.K. Mohanty, 17-Camac Street, Calcutta—(Bilatpur, 
MP)—Magnesium Metal-360 MT. Magnesium Alloys (Ftrro 
Silicon Mg- Alloy with Mg- Content of approximately 20 per 
cent)—500 tonnes—(NU) 

M/a Ductron Castings Ltd; B-15, Industrial Development 
Area, Uppal, Hyderabad—(Hyderabad-Andhra Pradesh)—S.G. 
Iron Castings —1,500 tonnes—(SE) 

M/s Welcast Steels Ltd; 34/6, Miller Road, Bangalore— 
(Bmgalore-Karnataka)—Alloy Steel Ingots and Castings— 
1,000 tonnes—(NA) 

M/s The Andhra Cement Co. Ltd; 132, Mount Road, Mad¬ 
ras—Vijayawada-Andhra Pradesh)—Sponge Iron—1 lakh 
tonnes—(NA) 

Electrical Equipments 

M/> D.S. Industrial Corpn. Pvt. Ltd; 22-Rejamahal Vilas 
Extn , Bangalore —(Kandla Free Trade Zone, Gujarat)— 
Electric Fans & Appliances —50,000 pcs— (NU) 

M/s Philips India Ltd; Shivsagar Estate, Block ‘A’ Dr Annie 
Basalt Road, Worh, Bombay—(Poona-Maharashtra)—Carbon 
Resistor Caps—2,300 nos.p.a—(SE) 

Mr N.R. Reddy, 6507, Westdrum Road, Indianapolis, 
Indiana, USA—(Hydeiabad-Andhra Pradesh)—Audio Magne¬ 
tic Tapes—tOO mill running metres p.a—(NU) 

M/s General Electric Co. of India Ltd; 6-Chittaranjan Ave¬ 
nue, Calcutta—(Calcutta-West Bengal)—Induction Heating 
Equipment—18 nos- (BA) 

M/s Batliboi & Co Pvt Ltd; Forbes Street, Fort, Bombay 
—(Surat-Gujarat)—Cyclones & Multicloncs—550 nos. Bag- 
house Filters—50 nos. Scrubbers—40 nos Spares—for main¬ 
tenance of the above equipments—(NU) 

M/s General Electric Co of India Limited, 6-Chittaranjan 
Avenue. Calcutta—(24-Parganas-West Bengal)—Diesel Alter- 
nators(without Diesel Engines) upto 1000 KVA range)—400 
nos—(NA) 

M/s Rao Insulating Co Pvt Ltd; Whitefield PO, Bangalore 
—(Bangalore-Kainataka) Thick Film Hybrid Integrated 
Circuits—1 lakh nos. p.a--(NA) 

Mr G. Ramamurthy, M/s Electro Mechanical Swiches 
India Ltd; 8-2-629, Binjaia Nill®,Hyderabad—(Medak-Andhra 
Pradesh)—Various types of Switches (Rotary, Lever, Rocker, 
Push Button, Miniature Slide and Sealed toggle)—1 mill, nos— 
(NU) 

Dr S.G. Chandra, 18-Uma Nilaya, Police Station Road, 
Basavanagudi, Bangalore — (Mysore-Kamataka)—Polystyrene 
Film Cspacltors—3,000 nos. Metallised Polyester/Poly cor- 
bonat Film Capacitor—4.50,000 nos. Polyester/Polypropy¬ 
lene/ Polycarbonate Film Capacitors—2,500,000 nos—(NU) 

.M/l Westmghouse Saxby Farmer Ltd; 17-Conveqt Road, 


M/a KuldeepK. N&yar,M/s NayaelElectronics; (Proposed) 
Pvt. Ltd; 6, St. James Court, 2nd Floor, Netaji Subhas Road, 
Bombay—(Maharashtra)—Silicon Rectifiers: Below 30 amps— 
3 lakh pcs. Above 30 amps and upto 300 amps—20,000 pcs. 
Silicon Controlled Rectifiers: below 30 ampgs—3 lakhs pea 
above 30 amps and upto 300 amps—20,000 pcs (c) Power Tran¬ 
sistors—500,000 pcs (d) Zener Diodes—2,00,000 pcs—(NU) “ 

Mr MS. Surana, 162, S.B. Bapunagar, Jaipur—(Jaipur 
Rajasthan)—L.T. Power Capacitors--75,000 KVAR—(NU) 

M/s Usha Rectifier Corpn. (India) Ltd; 12/1,Delhi-Mathura 
Road, Fandabad—(Delhi)— General Purpose Relays (above 
10-A to 25-A Power Relays, Coils, designed for 240V, 415AC, 
6V DC, 24 V DC, 100V DC, 220V DC with upto 6 nos. NC 
change over contacts, with/without protective power, with/ 
without socket (terminals for plug, in solder)—30,000 nos. 
Protective Relays : Battery Earthfault relays, Earth Leakage 
Relays; Earth Leakage Relay with Baising. Total: 5,000 
nos Current Relay Instantaneous time relay and Voltage 
Relays: 5,000 nos. Special Relays : Voltage Sensing Relay* 
Transistorised. Delay Relay; Temperature Relays; and Time 
Solid State Relays: Total: 10,000 nos. Moulded case circuitd 
breakers up to 600 ADC and AC, three Pole Auxiliary contact 
3 No. 3NC, shunt, trip coils of various AC/DC rating overloa 
release and short circuit release — 6,000 nos. p.a. Switches 
Rotary Type, 1, 2, 3 & 4 & Pole, 2,4, 6 & 8 way rated upto 
200-A, 500V AC (DC) normal type and make-befote, break- 
type—4,000 nos.p.a—(NA) 

M/s The Mysore Lamp Works Ltd; Old Tumjur Road, 
Mallaswaram, West PO. Bangalore—(Bangalore-Karnataka) 
—Lead-in-Wires—25 mill, nos—-(NA) 

M/s Kerala State Electronics Development Corpn. Ltd; 
Keltron House, Vellayambalam, Trivandrum—(Kerala)—(a) 
X-Y Plotter/Recorder—100 nos (b) Digital Incremental 
Plotter—100 nos—(NA) 

M/s Kerala State Electronics Development Corpn. Ltd,; 
Keltron House, Vellayambalam, Trivandrum—(Kerala)—(a) 
CCTV Camera—300 nos (b) Remote Controlled pan & Tilt 
head with power supply unit—200 nos (c) CCTV Camera Hous¬ 
ing—40 nos (d) Control remote control desk for one camera— 
80 nos—(Ntf) 

M/s J 8c K State Industrial Development Corporation lid;* 
Haft Chinar, Srinagar—(Jammu—J & K)— Scooters—Lpflb 
nos—(NU). 

M/s Central Electronics Ltd; NPL Campus, Hillside Road* 
New Delhi (Ghaziabad—UP)—High Power (RF) Tubes (5 to 
100 KW) including vacuum capacitors and Switches— #50 nos 
Gas Filled Tubes (Low and High Pressure Types— 1,300 »©a 
Microwave Tubes (Magnetrons, Carcinotrons, etc)—10P m n 
Total:— 2,000 nos—(NU) ‘V< 

M/s Punjab State Industrial Development Cew% tMi 
SCO 54 & 56, Sector 17-A, 




Mon 4 2$igh Tension Power Factor Improvement Capacitors— 
100,000 KVAR—(NU) 

Transportation 

M/s Punjab State Industrial Development Corpn. Ltd; 
54 & 56, Sector 17-A, Chandigarh—Low Tension & 
Tension Power Factor Improvement Capacitors— 
1, 6,000 KVAR.—(Nt!) 

M/S Punjab State Industrial Devlopment Corpn. Ltd; 
SCO 34—56, Sector 17—A, Chandigarh. (Sangrur, Punjab)— 
Automobile Axle Shaits —5 lakh nos p.a—(NIP 

+ M/s Sundaram Fasteners Ltd; 37-Mount Road, Madras 
—(Chingleput, Tamil Nadu)—Automotive Cold Formed/Ex¬ 
truded Parts—2,000 tonnes. Other Miscellaneous Gold Formed/ 
Extruded Parts—4400 tonnes—(NA)— 

Industrial Machinery 

M/s Lakshmi Machine Works Ltd; Penanaickenpalayam, 
S.R.K. Vidyalaya Post, Coimbatore—(Coimbatore-Tamil Nadu) 
■^-Circular Automatic Cone Winder (each machine of 10 spind¬ 
les)—300 nos—(NA) 

M/s W.G. Forge & Allied Industries Ltd; PBNo. 41, Maji- 
wade, Thana—(Ratnagiri-Maharashtra)—Drill Rods & Coup¬ 
lines—30,000 sets —(NA) 

M/s WG. Forge Sc Allied Industries Ltd; FB No. 41, Maji- 
wade, Thana—(Ratnagiri-Maharashtra)—C.T.C Segments— 
60,000 nos—(NA) 

M/s Kay Bee Industries (India) Pvt. Ltd; 51, Najafgarh 
Road, New Delhi—(Najafgarh Road, New Delhi)—Cotton 
Bating Press—20 nos—(NA) 

M/s Indian Dairy Corpn. Darpan Building, R.C. DuttRoad, 
Biroda—(Gujarat)—Plate Heat Exchanger. Milk Chiller; 
Milk Pasteuriser & Cream Pasteuriser. Total 140 nos Separa¬ 
tors: Good Mdk & Sour Milk—140 Nos Butler Making— 
50 nos Milk Pumps—500 nos- (NU) 

Mr KTV Raghavan, Project Administrator, T.C. 25/1326, 
Tutors Lane, Trivandrum—(Cannanore-Kerala)—Cylindrical 
Roller Bearings—30,000 nos. Tapered Roller Bearings as well 
as Cartridge Bearings—15,000 nos. Spherical Roller Bearings 
—15,000 nos—(NU) 

M/s K.C.P. Limited, Ramakrishna Budding, 38-Mount 
Road, Madras—(Chingleput—Tamil Nadu)—Open Reduction 
Gears and Pinions; Girth Gears; High Speed Gears Sc Gears. 
Total : 600 tonnes—(NA) 

M/s Jay Needle Bcyrings Corporation, 229, New Market, 
Chickpet, Bangalore—(Mysore-Kamataka)—Needle Rollers— 
20 lakh nos. Needle Roller Bushes—15 lakh nos. Nepdlc Roller 
Cages—5 lakh nos Needle Roller Bearings—10 lakh nos—(NU) 

[Miscellaneous Industries 

M/s P. Dalai & Co. Pvt. Ltd; 104, Kadad Chambers, 132, 
Dr. Annie Bssant Road, Worli, Bombay,—(Poona-Maharasht- 
Jra) —Multlgauging Fixtures—260 sets—(NU) 

M/s Mahindra Sintered Products Ltd; 146, Bombay-Poona 
Road, Pimpri, Poona-18—(Poona-Maharashtra)—Dies & 
Tooling—18,000 pcs—(NA) 

1 M/s Caprihans (India) Ltd; Block ‘D’, Shivsagar Estate, 
l Worli, Bombay—(Nasik Maharashtra—Hollow Plastic Cor- 
kugated Boards (LDPE)—525 tonnes Polypropylene—525 ton- 
lilies—(NA) 

M/s Anchor Pressings Pvt. Ltd; Merris Road, Aligarh.— 
(Aligarh—UP)—Bench Vices of all types—1,50,000 noa—(NA). 


Fertilisers 

Mr AM Raja, 12, First Main Road, CIT Colony, Myla- 
pore-Madras—(Pondicherry)—Pottassium Carbonate —300 
tonnes, NPK Fertiliser 2280 tonnes—(NU) 

Chemicals (other than Fertilisers) 

M/s Bihar State Indl. Dev. Corpn. Ltd., Bundarbagicha, 
Patna—(Hazanbagh-Patna)—Calcium Carbide—15,000 tonnes 
-(NU) 

M/a UP State Indl. Dev. Corpn. Ltd., 117/420, G.T. Road, 
Post Box No. 413, Kanpur-UP—(Unnao-Uttar Pradesh)— 
Sulphuric Acid—33,000 tonnes—(NU) 

M/s Assam Indl. Dev. Corpn. Ltd, Kannachal Road, 
Silpukhuri, Gauhati-3—(Namrup-Assam)—Melamine —5,000 
tonnes—(NA). 

Mr Pirthu Raj Surana C/o M/s Assam Tin Mfg. Co. Pvt 
Ltd, Noonamati Gauhati (Goalpan-A<*am(- -Oxygen Gas 
—1.00 MCM Dissolved Acetylene Gas—0.20 MCM—(NU) 

Mr Shrenik Shroff, Apna Cottage, Juhu Road, Brmbay-54— 
(Maharashtra) Polyethylene Foam —7,500 tonnes Polypropylene 
Foam—600 tonnes—(NU) 

Mr M.P. Goenka, 8, Moore Avenue, Calcutta-40 (Coloba- 
Maharashtia)—Formic Acid—8,000 tonnes Oxalic Acid—1,000 
tonnes—(NU) 

M/s Jayshree Chemicals Ltd; 14, Netaji Subhash Road, 
Calcutta-l—(Ganjam-Orissa)—Sulphuric Acid—8,400 tonnes 
-(NA) 

M/s Century Enka Ltd, Bhosari Post, Poona-26—(Poona- 
Maharashtra)—Polycslar (Saturated)—1,200 tonnes. Polyamide 
(Nylon)—400 tonnes—(NU) 

M/s Bharat Insulation Co, B-32, Wagle Indl. Estate, Road 
No 18, (Thana—Maharashtra)—Wire Enamels-165 tonnes 
(for captive use only) 300 tonnes after expansion—(SE) 

M/s Hira Steels & Alloys Ltd, 53, Kharvcl Nagar Unit III, 
Bhubneshwar-Qrissa—(Htrakud-Sambal pur-Qris&a)—Nitrogen 
Gas—0.50 MCM Dissolved Acetylene Gas—0.54 MCM—(NA) 

M/s Mohammed Ismail & Sons Samalkot, East Godavari 
Distt, Andhra Pradesh (Srikakulam/Vizag/Easl Godavari— 
Andhra Pradesh)—Ossein—1200 tonnes Dicalcium Phosphate 
—2,100 tonnes, Gelatine—300 tonnes—(NU) 

M/s J.K.K. Acids Ltd, Salem Main Road, Komarapalayam, 
Via (Erode) Tamil Nadu—(Dharmapun—Tamilnadu)—Acetic 
Acid—4,500 tonnes—(NU) 

MrS.J. Taparia, 71, Marine Drive, “Gin Gunj”, Bombay-20 
—(Panvel-Maharashtra)—Polythene Foam (Low Density)— 
1,600 tonnes Polypropylene Foam (Low Density)—400 tonnes 
—(NU) 

M/s Southern Synthetics 186, Rayapettah High Road, 
Madras-14—(Tamil Nadu)—Monochloro Acetic Acid (for cap¬ 
tive use only)—2000 tonnes Diethyle Malonate—150 tonnes 
Ethylenedianune—150 tonnes Tetra Acetic Acid Carboxy Methyl 
Cellulose —4000 tonnes Carboxy Methyl Starch —300 tonnes 
-(NA) 

M/s East Anglia Plastics (India) Ltd, 3 Camac St, Calcutta- 
16—(lessor Road—Dum Dum West Bengal)—Melathion—600 
tonnes—(NA) 

Mr Arun Kumar Khcmka, 4. Govt Place North, (9th 
Floor) Calcutta-1—(Mysore-Karnataka)—Synthetic » Rubber 
Coats and Aprons—3,00,000 metres—(NU) 

Mr Salil Singhal, C/o M/s Pesticides India, Post Box No. 
20, Udaipur (Rajasthan)—(Agr—Uttar Pradesh)—Phorate 
Technical—600 tonnes—(NU) 
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M/s Polychem Ltd, 7, JamshecUl Tata Rogd, Church Gate, 
Reclamation, Bombay-20 BR (Bombay-Mshkra&htra)—Vinyl 
Acetate Monomer—5,000 tonnes—(NA) 

Mr Avinash R. Ghorpade, C/o C.N. Hunnargikar St Co 
1439 Kalmath Road, Belgaum (Karnataka)—Dluirwar-Karna- 
taka)—Dissolved Acetylene Gas—0.20 MCM—(NA) 

Dye-Staffs 

M/s Colour Chera Ltd., Ravindra Annexe, Dinshaw Vachha 
Road, 194, Churchgate, Reclamation Bombay-20—(Thana- 
Maharashtra)—Reactive Dyes—500 tonnes—(SE) 

Drugs and Pharmaceuticals 

M/s Indian Drugs St Pharmaceuticals Ltd, N-12, NDSE-1 
New Delhi—(Gurgaon-Haryana)—Tablets—1,500 million nos 
Capsules—50 mttlion nos (a) Ampules —50 million Nos (b) 
Vials—50 million Nos Ointment—30 tonnes, Syrup—600 kilo 
litres—(NU) 

M/s Hindustan Antibiotics Ltd, Pimpri, Poona-18—(Poona- 
Maharashtra)—Penicillin— 84 mmu (16 mmu after expr)—(SE) 
M/s Unique Chemicals, Shelh Govindrao Smriti, 83 B&G, Dr 
Annie Besant Road, Worli Naka, Bombay---(Thana-Maha- 
rashtra)—Oxyphenbutazone-14 tonnes Metromdazolo- -50 ton¬ 
nes, Nitromethylimidazolc Intermediates—100 tonrcs Chlcrrm- 
phenicol—5 tonnes. Paracetamol- -100 tonnes— (NU) 

M/s Raptakos, Brett & Co Ltd, 47, Dr Anne Besant Road, 
Worli Bombay-25—(Guindy-Madias—Tamil Nadu)—Hcpatog- 
lobine—5,00,000 litres(after expn) Ncogadire—5,00,000 litres 
(after expn.)—(SE) 

M/s Indian Drug-, and Pharmaceuticals Ltd, N-12, NDSE 
I New Delhi-49 (Rishikesh —Uttar Pradesh)—Ampictllin Bulk 
Formulation 10 tonnes. Formulation—24 million capsules, 
Erythromycin Bulk—10 tonnes formulation—24 million tablets 
—(NA) 

M/s Glaxo Laboratores (India) Ltd, Dr Annie Besant Road, 
Worli, (Bombay-Maharashtra)—Mcclozinc Hydrochloi ide-400 
kgs—(NA) 

M/s Parke Davis (India) Ltd, Saki-Naka-Bombay-72— 
(Bombay-Maharashtra)—Chloramphenicol—75 tonnes after 
expn. Ketamine Hydrochloride — 40 kgs (as a new article) 
-(NA) 

M/s Smith Kline St French (India) Ltd, Dcvanahalli Rd, 
Off Old Madras Road, Brngalore-49 (Bangalore-Karrataka) 
—Nitrofurancs (Furazolidone, Nitrofurantoin, Nitrofurazone 
and Furaldadone — 31,000 kgs. Trifluoperazine — 600 kgs. 
Mebrophenhydramine Hcl—500 kgs Isopropamidc Iodine— 
425 kgs—(NA) 

M/s Anglo French Drugs Co (Eastern) Ltd, 28 Tardeo Rd, 
Bombay-34 (Bingalore-Karnataka)—Amylobarbitone Sodium 
—2000 kgs. Phenytoin Sodium—10,000 kgs —(NA) 

M/s Standard Pharmaceuticals Ltd, 23, Park Street, Calcutta 
16—(Serampore-Hooghly-W. Bengal)—Erythromycin and its 
salts Erythromycin based formulation (Syrup and Tablets)— 
27,000 units—(NA) 

M/s Alembic Chemical Works Co Ltd, Alembic Road, 
Baroda-Gujarat — (Baroda-Gujarat)—Altusil/Pantusil Expecto¬ 
rant based on Pipazathotc Hydrochloride—2,50,000 litres (for¬ 
mulation capacity)—(NA) 


Hyderabad—(Hyderabad-Andhr a Pradesh)—Chloroqut&e Phot* 
pnate—10 tonnes—(NU) 1 * 

M/s Fairdeal Corpn (P) Ltd, Lakshmi Building, Sir P.M. 
Road, Fort, Bombay-1—Sulbutamol—60 Kgms—(NA) 

M/s Tamil Nadu Dudha Pharmaceuticals Ltd, N. JO, Jey-c. 
porenagar, Madras-86—(Chingleput-Tamil Nadu)—Tramfus&n 
Solution based on Dextrose, Saline, RingeT Lactate, PVP, 
Mannitol etc—6,00,000 bottles of 540 ML each—(NA) 

M/s Sunecta Laboratories (P) Ltd., 89)90 Industrial Estate, 
Pologround, Indore-MP — (Dewas-Indore-Madhya Pradesh) — 
Trimethoprim—5 million nos Fursamide—2 million nos Sul¬ 
pha methoxazole —2 million nos—(SE) 

Textiles 

M/s Jaya Silk Mills, 191, Casablance Apartments, 19th 
Floor, 39, Cuffe Parade Road, Bombay—(Kandla Free Trade 
Zone, Gujarat)—Art Silk Fabrics—1,80,000 Mtrs.—(NU) 

M/s Prakash Textile Mill, C/o International Art Chambers, 
Kandla Free Trade Zone, Gandhigham—(Kandla Free Trade 
Zone, Gujarat)—Art silk Fabrics—2,88,000 metres—(NU) 

M/s The Rayond Woollen Mills Limited, Pokharan Road, 
Jekegram, Thana—(Thana-Maharashtra)—Woisted Spindles for 
Woollen and Synthetic Blended Yarns—1,200 spindles—(SE) 

M/s Dipti Textiles, Court House, 4lh Floor, Dhobi Talao, 
Bombay—(Ahmedabad-Gujarat)—Synthetic Fabrics—8 Warp/ 
Raschel Knitting Machines—(SE) 

M/s Ami Textile; Court House, 4th Floor, Dhobi Talao, 
Bombay—(Ahmedabad-Gujarat)—Synthetic Fabrics—8 Warp/ 
Raschcl Knitting Machines—(SE) 

M/s Nina Textiles. Court House, 4th Floor, Dhobi Talao, 
Bombay—(Naroda-Gujarat)—Synthetic Fabrics—8 Warp/Ras* 
chel Knitting Machines—(SE) 

M/s Importex International, Sadhana Rayon House, Dada- 
bhai Naoroji Road, Bombay-1 (Thana-Maharashtra) Synthe¬ 
tic Yarn Knitted Fabrics—6 Warp Knitting Machines inclusive 
of 2 existing Warp Knitting Machines and 2 Circular Knitting 
Machines—(SE) 

Paper & Paper Products 

Mr Jyoti Ghosh, Mg. Dir, Management Advisory & Deve¬ 
lopment Services Pvt. Ltd, 95, Jorbagh, New Delhi—(Karna¬ 
taka)—Thermo Print Paper—850 tonnes-^NU) 

Mr Ramesh B. Garware, Breach Candy Apartments* 
Bhulabhai Desai Road, Bombay (Maharashtra)—Rayon Grade 
Pulp based on Cotton Linters—7,300 tonnes Paper Grade 
Pulp based on Cotton Linters Mesta Fibre, etc—7,300 tonnes 
Speciality Paper—10,000 tonnes—(NU) 

M/s Delta Paper Mills Ltd; 3-5-170, Narayanaguda, Hydera¬ 
bad—(W-Godavari, Andhra Pradesh)—White Writing Sc 
Printing Paper, Manifold, Kraft and Bond based—9,000 tonnes 
-(NU) 

M/s Caprihane (India) Ltd; Block-D, Shivsagar Estate, Dr., 
Annie Besant Road, Worli, Bombay (Kolaba-Maharashtra) 
—Base Paper for Surface Coating & Absorbent Kraft for Deco¬ 
rative Laminates, etc—5,000 tonnes—(NA) 

Food Processing Industries 


M/s Fairdeal Corpn (P) Ltd, Lakshmi Building, Sir P.M. 
Road, Fort, Bombay—(Bombay-Maharashtra)—Nirvcn Tablets 
based on Nitrazipam—30 million tablets—(NA) 

M/s Umloids Ltd, P.O. Box No 1027, Himayatnagar, 


M/s Tamil Nadu Dairy Dev. Corporation Ltd; Madurai 
Unit, Madurai—(Madurai-Tamil Nadu)—Skim Milk Po$vder,<4 
Whole Milk Powder and Baby Food—3,500 tonnes—(NA) 

Mr Laxmi Narain Goenka, 4422, Gnneeh Bazar, Cloth Mar- 
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k*t', (SiWR^jasftum)—Gtiar Qnm Derivatives, such as 

Oxidised Guar Oam, Carboxy Methylated Guar Gum. Hydro- 
xal Kmtod Goar Gain and Similar Carbohydrate Modifications 
—2,000 tonnes—(NU) 

Soaps A Cosmetics 

** Mr Jayant Dalai, 12-Delvedere Court, 148, Maharshi Karve 
Road, Bombay—(Bareilly, UP)—Geraniol—30 tonnes, Gerantol 
Esters—10 tonnes, Nerol—10 tonnes, Ncrol Esters—3 tonnes 
Citronellon—40 tonnes, Citronellol Esters—12 tonnes Teraniol/ 
Nerol Esters—3 tonnes Geriol/Nerol—10 tonnes Linalool—10 
tonnes Lirialool Esters—2 tonnes Terpenio]—10 tonnes Other 
Derivatives—lOtonnes Mixed Terpene Qlcolhol and Derivatives 
—lOtonnes Terpenes—I50tonnes Total—400 tonnes—(NU) 

Rubber Goods 

M/s Murarka Pvt. Ltd; Kanuga Bhavan, Kapasia Bazar, 
Ahmedabad—(Kandla Free Trade Zone, Gujarat)—Mechani¬ 
cal Power Transmission and Rubber Endless and Open end Tim¬ 
ing and Poly-V type graved belts etc—25 tonnes—(NU) 

M/s Punjab State Industrial Development Corpn Ltd; SCO 
54, 55, 56, Sector 17-A, Chandigarh—(Bhatinda-Punjab)— 
High Tension Porcelain Insulators—4,400 tonnes—(NU) 

Cement & Gypsum Products 

M/s West Bengal Housing Board, 10, Camac Street, Cal¬ 
cutta (Burdwan-West Bengal)—Super Sulphated Cement- 
90,000 tonnes—(NU) 

Miscellaneous Industries 

M/s Indus Time Industries, Plot No. 56-A, Government 
Industrial Estate, Kandivali (West) Bombay—(Kandla Free 
Trade Zone, Gujarat)—Watch Cases—6,00,000 nos—(NU) 

Licences/Registration Certificates Revoked, 
Surrendered or Cancelled 

(Information pertains to particular licences only) 

M/s Indian Electro-Chemical Limited, Ahmedabad—Vat 
Dyes and Reactive Dyes—(Revoked) 

Capco Dyechem Industries Private Limited, Bombay—Vat 
Dyes—(Revoked) 

M/s The Rajasthan Cotton Press (P) Ltd; Sriganganagar— 
CottonseedOil—(Revoked) 

M/s Apar Pvt. Ltd, Bombay—Electronic Calculators— 
(Revoked) 

M/s Palakol Co-operative Agriculture A Industrial Society 
Ltd, West Godavari—Sugar—(Cancelled) 

M/s Shree Baidyanath Iron & Steel Co Ltd, Calcutta—Cast 
Iron Pressure Pipes—(Revoked) - 

M/s West Bengal Industrial Development Corporation 
Limited, Calcutta—Cotton Yarn—(Cancelled) 

■ The Supreme Industries Limited, Wadala, Bombay- 

Plastic Extruding & Injection Machines—(Revoked) 

Letters of Intent Rejected, Cancelled or Lapsed 

(Information pertains to particular letters of intent only) 

' M/s Project Automobiles, Post Box No. 30, Great Eastern 
Road, Bhilai (MP)—>Industrial Gases—(Cancelled) 

M/s Danfoss Irfdls Ltd, 206-707, Surya Kiran, 19, Kasturba 
Oandht Marg, New Delhi—Thermostats—(Cancelled) 


M/s Bhishan Electronics 1, Sooawala Cross Lane, Goregaon 
East, Bombay-63—Electronic Components—(Lapsed) 

M/s Danfoss India Ltd; 706-707, Surya Kiran, 19, Kasturba 
Gandhi Marg, New Delhi—Boiler/Burner Controls and Igni¬ 
tion Controls etc—(Cancelled) 

M/s Hero Cycles Pvt Ltd, Hero Nagar, G.T. Road, 
Ludhiana-3—Bicycles and Bicycle Parts—(Cancelled) 

Mr Gopal Chand Aggarwal Lai Bagh, Patiala—Bicycle and 
Tricycle Rims—(Lapsed) 

M/s EID Parry Ltd, Dara House, Post Box No 12 Madras— 
Trimmers and Loud-speakers—(Revoked) 

Mr Vijay Gupta, 561, G.T. Road, Delhi, Shahdara.—Indus¬ 
trial Gases—^Cancelled) 

Mr V. Kumar B-45, Naraina, Delhi-28—Motor Starters, 
Contactors etc—(Cancelled) 

M/s Indian Sugar A Genl. Engg. Corpn. Yamunanagar 
(Haryana)—Grate Coolers, Rotary Kilns, Grinding Mills etc 
—(Lapsed) 

Mr V.K Alimchandani, 301, Prabhu Kutir, Alt amount 
Road, Bombay—Carbon Film and Oxide Resistors—(Lapsed) 

M/s Shree Bhavani Cotton Mills Ltd, 2766, Hamilton Road, 
Delhi-6—Carbon Film Resistors —(Lapsed) 

Mr Y.K. Agarwal, Lai Bazar, P.O Jharia, Bihar—Potentio¬ 
meters etc—(Lapsed) 

Mr K.S. Narayanan, Electronic Products, 3, Cathedral 
Road, Madras—Electronic Components—(Lapsed) 

Mr Jaswant Worah, C/o. The Eastern Electronics Co, 
P.O. Jharia, Bihar—Electronic Components—(Lapsed) 

M/s. Khandelwal Herrmann, Electronics (P) Ltd; Khandel- 
wal Indl. Estate, Bhandup-Bombay—Carbon Film Resistors/ 
Electrolytic Capacitors—(Lasped) 

M/s Jairamdas Udyog (P) Ltd, 17A/I, Asaf Ah Rd, New 
Delhi—Electronic Components—(Lapsed) 

Mr R.L. Mulchandani, Sukh Sugar Hughes Road, Bombay-7 
—Medular Switches—(Lapsed) 

Mr Paul Nanda, 12, King George's Avenue, New Delhi-1— 
Electronic Components—(Lapsed) 

P.A. Bhat A Co, Handloom House, 3rd Floor, 221 Dr 
Dadabhai Naoroji Road, Box No. 1863, Bombay-1—Capacitor 
Ignition—(Lapsed) 

Mr G.K. Agarwal, 20. Babar Road, New Delhi—Variable 
Gang Condensors—(Lapsed) 

Mi J.P. Mehta, Suryamahal No. 1. Bhavnagar, Gujarat— 
Refractory Grade Magnesite—(Cancelled) 

Mr Gdulam Shah, C/o M/s Vakil-Mehla Pankh Seth, 
Consulting Engineers, Khamsa Gale, Ahmedabad—Relays— 
(Lapsed) 

M/s Biroda Electronics Industries P. Ltd; 78, Chhani Road, 
Baroaa—Electrolytic Capacitors, Carbon Film Resistors, etc. 
—(closed) 

M/s Asha Brothers Pvt Ltd, Chhip Chowl, Bombay—Loud 
Speakers & Variable Gang Condensors—(closed) 

Mr Vinod Kumar Gupta, New Delhi—Electrolytic Capaci¬ 
tors & Potentiometers—(closed) 

M/s G.M. Worsted Spinning Mills (P) Ltd. New Delhi— 
Shoddy Yarn—(cancelled) 

M/s Koolaire Pvt. Ltd; New Delhi—Sparkling Wire (Cham¬ 
pagne)—(Lapsed) 
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Mr Jagdfeh Chandra Chhaganlal, AUpqre, Calcutta— 
Industrial Gases—(Cancelled) 

Mr Arun Kumar Bindal, Gwalior. (M-P.>—Industrial 
Gases—(Cancelled) 

M/s Vijayalakshmi Mineral A Agencies, Madras—Industrial 
Gases—(Cancelled) 

Mr Chandrakant Harishankcr 18-New Marine Lines, 
Bombay—Industrial Gases—(Cancelled) 

M/s Indian Air Gases Ltd, Kanpur (U.P.)—Industrial 
Gases—(Cancelled) 

Mr Vimal Kumar Khemka, c/o M/s B.J. Industrial Corpn, 
Raipur—Industrial Gases—(Cancelled) 

Mr Bal Krishan Singla, Mehmood Manjil, Patiala—Indus* 
trial Gases—(Cancelled) 

Mr Gian Chand, Delhi—Industrial Gases—(Cancelled) 

M/s Bengal Rolling Mills Ltd, Calcutta* 1—Industrial Gases 
—(Cancelled) 

M/s Bombay Industrial Gas Processing Company, Bombay 
—Industrial Gases (Lapsed) 

Mr Harichand Gupta, C/o, M/s Aggarwal Brothers, P.O. 
Margherita (Assam)—Oxygen, Acetylene Gases—(Lapsed) 

M/s Northern Gas Company, Chandigarh—Carbon-Dioxide 
—(Lapsed) 

Mr H.V. Navani, C/o, M/s Mingaldas Groups, Delhi— 
Nitrogen Oxide—(Cancelled) 

Dr V.B. Ghata, 29-New Marine Lines, Bombay—Semi- 
Conductor Devices—(Lapsed) 

M/s Waco Radio Electronic Industries, Bombay—Loud¬ 
speakers—(Lapsed) 

M/s Shree Bhawani Cotton Mills Limited, New Delhi— 
Aluminium Foil Electrolytic Capacitors—(Lapsed) 

Mr Lalit Kumar Kanoria, 23-A, Nctaji Subhas Rd, Calcutta 
—Furfur al(—(Cancelled) 

Mr Prem Sugar, 395, Chandni Chauk, Delhi—(Industrial 
Gases—(Cancelled) 

M/s Gujarat Mini Steel Ltd, Ahmedabad—Industrial Gases 
—(Cancelled) 

M/s Mohan Commercial Corporation, Kanpur—Industrial 
Gases—(Cancelled) 

M/s Amar Steel Industries, Ludhiana—Industrial Gases— 
(Cancelled) 

Mr Jagdish Saran, Saharanpur—Industrial Gases—(Can¬ 
celled) 

Mr Sailen Kumar Jaswantrai, Dhanbad—Industrial Gases 
—(Cancelled) 

M/s Simco Meters Ltd, Tiruchirapalli—Tuning Indicators, 
Message Resistor Air Trimmers, Signalling Relays, etc— 
(Lapsed) 

M/s Hindustan Semi-conductor Co, Bombay—Transistors 
& Diodes—(Lapsed) 

M/s Indore Air Products, C/o Sanghi Bros (Indore) Pvt Ltd, 
Indore—Industrial Gases—(Cancelled) 

Mr Harsh V. Kairiwal, Calcutta—Industrial Gases—(Can¬ 
celled) 

Mr D.C. Bindal, C/o Oriental Importers A Exporters, 
Gwalior—Industrial Gases—(Cancelled) 

Mr Jagdish Prashad Saraswat, Calcutta—Industrial Gases 
—(Cancelled) 


Mr Arun Kumar Khemani, Ranchi (Bihar)—Industrial 
Gases—(Cancelled) 

M/s Prabhat Electronics, 195, Upper Fine Orchard*, Man¬ 
galore—Carbon Film Resistors—(Lap sed) 

M/s Konkan Chemicals Pvt Ltd, Bombay — Phenol 
(Cancelled) 

M/s Maddi Lakshmaiah A Company (P) Ltd; Tuntur (A.P.) 
—Castor Complex —(Cancelled) • 

M/s Laxmi Industries, Fort, Bombay—Integrated Circuits— 
(Cancelled) 

M/s Maharashtra Sugar Mills Ltd; Bombay—Electronic 
Components—(Cancelled) 

M/s Sajjan Kumar Rajgarhia, Giridih, Bihar—Transistors 
Headers—(Closed) 

Mr Sajjan Kumar Rajgarhia, C/o C.M. Rajgarhia, Gtridlh 
(Bihar)—Semi-conductor Devices and Diodes—(Lapsed) 

M/s Delhi Cloth A General Mills Co Ltd, Delhi Processed 
Marine Products and Fish Meal—(Cancelled) 

M/s Invecon Pvl Ltd, New Delhi—Not indicated—(Lapsed) 

M/s Usha Automobile & Engineering (P) Ltd, Calcutta— 
Bimetal Bearings and Bushes—(Cancelled) 

M/s Steel Krafts, Panipat—Industrial Gases—(Cancelled) 

M/s J.P. Industrial Gases Co, Delhi—Oxygen and Nitrogen 
Gases—(Cancelled) 

Mr Dinesh Chand Garg, Jagadhri—Industrial Gases— 
(Cancelled) 

Mr Surinder Kumar Agarwal, Ludhiana—Industrial Gases 
—(Cancelled) 

Mr Rabindra Prasad Choudhary, Ranchi—Industrial Gases 
—(Cancelled) 

MrB.R. Bhargava, Gwalior—Industrial Gases—(Cancelled) 

Mr D.K. Jajodia, C/o, M/s Jamco Oxygen Co, Calcutta:— 
Industrial Oases—(Cancelled) 

M/s Steelworth Pvt Ltd, Calcutta—Industrial Gases (Can¬ 
celled) 

M/s Motilal Padampat Udyog Ltd, (Vanaspati Branch), 
Kanpur—Industrial Gases—(Cancelled) 

M/s Maharashtra Vegetable Products (P) Ltd, Dhulia— 
Industrial Gases—(Cancelled) 

M/s Kapoor Air Products (P) Ltd, New Delhi—Oxygen Gas 
—(Cancelled) 

Mr Sham S. Sardana, New Delhi—Nitric Acid, Sodium 
Nitrate and Sodium Nitrate—(Cancelled) 

M/s Pidilite Industries Private Limited, Bombay—Epoxy 
Resins—(Cancelled) 

M/s Madhya Pradesh Audyogik Vikas Nigam Ltd, Bhopal 
—Industrial Explosives—(Cancelled) 

The Secretary to the Govt, of U.P., Lucknow—Not Indi¬ 
cated—(Cancelled) 

M/s Viking Maize Products; Jaipur—Maize Products— 
(Lapsed) 

Mr Ganpati Maize Mills, Ran jit Nagar Colony, Bharatpur 
—Maize Products—(Lapsed) 

Mr Natha Singh, Rishikesh—Maize Products—(Lapsed) 

M/s Hind Industrial A Merchant lie Corporation Pvt Ltd; 
Bombay—Electrolytic Capacitors A Band Change Switches— 
(Lapsed) 
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Indo-soviet 
, trade: 
complementary 
role 

A Sovji.r highpower trade dele¬ 
gation is in India for dis¬ 
cussions with the Indian minis¬ 
try of Commerce on the con¬ 
clusion of the long-term Indo- 

- Soviet Trade Agreement for 
the period 1976-80. The Soviet 
deputy minister of Foreign 
Trade, Mr l.T. Grishin, is ex¬ 
pected to arrive shortly to sign 
the agreement, when the 1976 
trade protocol is also sche¬ 
duled to be signed 

The significance of India's 
trade and economic relations 
with the Soviet Union and 
other socialist countries lies 
in the fact tint it gave India an 
opportunity to overcome the 
colonial pattern of its trade at 
,a crucial period of its history 
when it was asserting its politi¬ 
cal and economic indepen¬ 
dence. This is evident from 
the fact that while India's trade 
with the free market economics 
remained stagnant for over a 
decade since independence, 

- trade with the socialist coun¬ 
tries rose rapidly. 

Thus, while in 1951 India’s 
exports to the socialist 
countries were so meagre 
.that they were not even 
listed separately in the trade 
(figures of the government of 
, India, today India's exports to 
these countries are of the order 
of Rs 680 crores, thus forming 


more than 20 per cent of 
India's exports. 

Today the Soviet Union is 
India's leading trade partner. 
Trade turnover with the USSR 
grew from Rs 1.3 crores in 
1953 to Rs 304 crores by 1970 
and to Rs 650 crores by 1974. 

India holds today the lead¬ 
ing place among the develop¬ 
ing countries with whom the 
Soviet Union maintains trade 
relations. In terms of exports, 
the USSR ranks first among 
India's trade partners. 

Balanced Trade 

Trade relations between the 
USSR and India are carried 
out on a balanced basis and 
all accounts arc settled in 
rupees. This is impoitant for 
time when India is facing acute 
foreign exchange difficulties. 
This has helped India to build 
up about 80 enterprises in the 
public sector with Soviet assis¬ 
tance, most of them forming 
part of the core sector, such 
as steel, heavy machinery, oil, 
power, coal and others. The 
linking of Indo-Sovict trade 
with India’s development stra¬ 
tegy enabled India to become 
self-reliant in a number of 
fields in a period of two deca¬ 
des. • 

As the Soviet economy is 
planned, Indo-Soviet trade was 
not only regular and expand¬ 
ing, but could be anticipated 
by the producers, who, in 
turn, were able to modernise 
their plants and improve pro¬ 
duction. This has helped the 
growth of a number of sectors, 
both industrial and agticul- 
tural, in the Indian economy. 

The Soviet Union docs not 
impose any tariff on goods 
imported from the developing 
countries. Thus, India does 
not suffer from any uncertainty 
and is assured of a stable de¬ 


mand and stable prices for its 
commodities. As there is no 
currency fluctuation in the 
Soviet economy and prices are 
stable, they ensure a stable 
receipt for Indian exporters. 

The first trade agreement 
with the USSR was signed on 
Djcembsr 2, 1953 for the per¬ 
iod 1954-58. As a result the 
trade turnover rose sharply 
to Rs 43.11 crores by 1958 
from Rs 1.3 crores. 

The agreement on regular 
marine communications bet¬ 
ween l he l wo countries signed 
in April 1956 helped the fur¬ 
ther development of mutual 
trade. Today Indian and Soviet 
ships carry over one million 
tonnes of cargo both ways. 

The second five-year trade 
agreement was signed on Nov¬ 
ember 16, 1958 for the period 
1959-63. By the end of the 
period the trade turnover stood 
at Rs 120.56 crores. The third 
five-year agreement came into 
force on January 1, 1964 lor 
the period 1964-68. This 
agreement was extended to 
1970. The significance of the 
third agreement was that it 
was decided to double trade 
turnover by 1970, tint is to 
raise it to about Rs 300 crores. 
Already by the end of 1965 the 
turnover in fact reached Rs 
155.90 crores. 

Protocol Signed 

In 1966 India and the USSR 
signed a protocol under which 
the Soviet foreign trade or¬ 
ganisations agreed to sell on 
commercial credit terms Soviet 
equipment and machinery to 
Indian firms and organisations, 
the credit being repayable in 
equal instalments within a 
period of eight to ten years. 
This helped the further deve¬ 
lopment of trade. The actual 
realisation of trade at the end 
of the third agreement was 
Rs 297.6 crores. This was a 
commendable progress. 

The fourth trade agicement 
was signed on December 26, 
1970. Much preliminary work 
was done to prepare this agree¬ 
ment in its final form. It 
was envisaged under this agree¬ 
ment that mutual trade would 
go up by 15 per cent yearly. 
It was also envisaged that 
India’s exports of engineering 


goods alone would heave a 
share of 16 per cent by 1975. 
Another feature of this agree¬ 
ment was that, lor the first 
time, ships and tankers would 
be supplied by the USSR to 
India. 

Five Year Pact 

The five-year trade agree¬ 
ment for the period 1971-75 is 
now over. It was notable for 
its successful fulfilment. The 
actual realisation has been 
higher than anticipated. The 
turnover which stood at Rs 
396 crores in 1972 rose to Rs 
430 crores by 1973 and Rs 
650 crores by 1974. The turn¬ 
over in 1975 is expected to be 
around Rs 720 crores. 

This steep rise in Indo- 
Sovict trade was not only due 
to the growth of the economies 
of the two countries, but also 
because of closer relations as 
exemplified by the Indo-Soviet 
Treaty of 1971 and the historic 
visit Mr L I. Brezhnev to this 
country in 1973, when the Joint 
Declaration envisaged a trade 
growth of 1 5 to 2 times by 
the end of the decade. 

The increase in the volume 
of India's trade with the USSR 
has been accompanied by a 
considerable diversification of 
goods. For example, while in 
1953 India supplied to the 
USSR only three or four items, 
in 1963-64 India exported 
about 40 items. Today the 
number of items exchanged 
between the two countries 
stands at over 100. 

A significant development of 
the late sixties was the increas¬ 
ing purchase of manufactured 
products by the USSR. The 
Soviet Union gave a lead to a 
number of manufactured items 
to enter the world market and 
all this was done without any 
promotional expenditure com¬ 
mon in the free market 
economy countries. 

As regards India's imports 
from the USSR, a prominent 
feature is the provision for 
machinery, plants and equip¬ 
ment, and spares and compo¬ 
nents for maintaining tbe pro¬ 
duction programme of the 
various projects set up in India 
with Soviet assistance. 

India is short of many raw 
materials such as zinc, copper t 
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mercury, asbestos, tin, cellu¬ 
lose, platinum, fertilizer, news¬ 
print, chemicals, petroleum 
products, etc. The USSR has 
been meeting on an increasing 
scale India's demand for many 
of these products from the 
sixties: In 1965-66 alone, the 
USSR met 35 per cent of 
India’s need for newsprint, 27 
per cent of oil products, 22 per 
cent of cellulose, eight percent 
of ferrous metals, four per cent 
of zinc. Since then Soviet 
supplies have steadily increa¬ 
sed. In 1974 the USSR stepped 
up supplies of raw materials 
by four times the earlier 
figures. In 1975 further increase 
in supplies has been made of 
petroleum products, fertilizers 
and others. 

Sophisticated Equipment 

The USSR also supplies 
India such sophisticated 
equipments like computers, 
electronic items, heavy dump 
trucks, modem heavy excava¬ 
tors, powerful walk’ing drug- 
lines, etc. In short, the USSR 
is meeting 15 to 20 per cent 
of India's import demand for 
machines and equipments. 

We have already noted that 
Indo-Soviet trade is not a mere 
exchange of commodities. It 
reflects the deep and growing 
friendship between the peoples 
of the two countries. One 
can recall many instances to 
prove this: for example, So¬ 
viet supply of foodgrauis m 
1972, of newsprint, fertilizers, 
Sunflower oil and others when 
India faced acute scarcities in 
these items. 

On the other hand, India’s 
increasing exports to the Soviet 
Union has helped the growth 
of a number of sectors of the 
Indian economy. It also hel¬ 
ped growth of employment, 
modernisation of plants and 
technology, and training of 
personnel. 

There are over 3,000 items 
on the expotr list of India, but 
only 50 or so items are of any 
significance in terms of money 
receipts. Out of these 50 
items, only 15 items are of 
major interest as they bring 
in the bulk of the receipts. 
These are jute, tea, cotton tex¬ 
tiles, iron ore, leather and 
leather manufactures, oil¬ 
cakes, cashew, spices, iron and 
steel, tobacco, coffee, mica, 


manganese ore, woollen knit¬ 
wear and woollen products, 
and others. The Soviet Union 
is already the largest buyer of 
over eight of these items. This 
has led to rapid growth of such 
agro-industries such as tea, 
jute, cashew, tobacco, and 
coffee and industries such as 
footwear, cotton garments, 
woollen knitwear, chrome, mica, 
tanned and finished leather, 
electronic goods and others. 

A few instances may be given 
here to show how export to 
the USSR hdve helped the 
growth of industries and re¬ 
gions. Ludhiana, which ex¬ 
ports woollen knitwear mainly 
to the Soviet Union, has al¬ 
ready become the “small-scale 
industries capital" of India. 
Export of tobacco has benefi¬ 
ted the growers of Andhra 
Pradesh, while cashew export 
from Kerala has brought that 
state immense prosperity. Simi¬ 
larly export of footwear has 
benefited number of cities 
in northern India. 

Indian Exports 

India’s exports to the USSR 
in the recent years include new 
commodities such as alumi¬ 
nium cables, storage batteries, 
garage equipment and hand- 
tools, gloves, vacuum flasks, 
linoleum and cosmetics, ma¬ 
chine-made carpets and handi¬ 
crafts, engineering items such 
as rolled steel, surgical instru¬ 
ments, spectacle lenses and 
michinery produced by Soviet- 
aided projects. 

It was envisaged that by 1975 
manufactured goods would 
account for more than 60 per 
cent of India's exports to the 
USSR against only 14.3 per 
cent in I960. This objective 
has been largely realised. 

A special bonded warehouse 
for storage of spares has been 
opened in Bombay in 1975 
for the convenience of users 
of Soviet cquipments.This 
would facilitate quick supplies 
of spares to customers. 

A significant development in 
recent years is the agreement 
between the two governments 
to set up the Indo-Soviet Joint 
Commission for coordination 
of their economic relations. 
This was strengthened by the 
agreement between the plan¬ 
ning bodies of the two countries 
to cooperate with each other 


in planning the scope and 
forms of mutual cooperation 
and trade. The foreign 
trade authorities are activaly 
associated with the Commis¬ 
sion, and it has helped to work 
out mutual deliveries well in 
advance and this, in turn, 
has made an appreciable dif¬ 
ference to the effective realisa¬ 
tion of trade plans. 

Planned Trade 

Trade with tto USSR has 
led for the first lime to the 
introduction of an clement of 
planning in India’s foreign 
trade. This process h is been 
considerably strengthened dur¬ 
ing the past two-three years. 

Production cooperation is 
being explored on a more ex¬ 
tensive scale to boost up mu¬ 
tual trade. A tentative list 
was drawn up of several items 
which India could produce 
for the Soviet Union in colla¬ 
boration with USSR such as 
mica, copper, alumina, tex¬ 
tiles, caustic soda, leather 
goods machine tools and 
others. Of late a number of 
electronic items have been 
added to this list. 

This study will not be com¬ 
plete without meeting some of 
the criticisms levelled against 
Indo-Soviet trade. It is said 
by Peking that the Soviet 
Union is exploiting the deve¬ 
loping Wountries, including 
India. Others have charged 
that the composition of trade 
remains static, that there is 
diversion of trade, and that the 
terms of trade arc unfavourable. 

Peking’s charge can be easily 
dismissed, for as Prof D.P. 
Chattopadhyaya has said, these 
trade deals are negotiated by 
skilful specialists on both sides 
with years of experience. 

As for the other charges, the 
study of the Institute of Fore¬ 
ign Trade is very revealing. 
The study, covering (he period 
ending 1970, said that trade 
growth was “phenomenal”, 
and ascribed it to the fact that 
it is linked with India's deve¬ 
lopment plans, enabling India 
to obtain capital goods and 
essential raw materials for 
rupee payment. At the same 
time it helped to stabilise the 
prices of India’s traditional ex¬ 
ports by reducing dependence 
on non-socialist countries. 


*The study also refuted the 
charge that the composition 
of trade is static, as we^have 
noted already. It said that the 
composition of India’s trade 
with the USSR is “not diffe-* 
rent from the general pattern 
of its trade with ofher coun¬ 
tries’’. 

Has there been any diversion 
of trade from traditional mar¬ 
kets to the rupee trade region? 
To this the study replies that 
“expansion of trade with east 
Europe has been a net addi¬ 
tion rather than diversion.” 
In fact the study points out the 
restrictive nature of India’s 
trade relations with the free 
market economies. 

As for terms of trade, the 
study refutes the charge of 
unfavourable terms and says 
that “very often, it (India) 
has been successful in securing 
identical or higher prices from 
them (socialist countries).” 

RBI Study 

Another study by the 
Reserve Bank of India (see 
RBI Bulletin of March 1974) 
reveals that “a large part of 
the growth in India’s toial trade 
with all countries was brought 
about by her trade with the 
east European bloc. This 
trade has enabled India to 
find a mrket for some of her 
non-lraditional items and also 
maintain the unit value of her 
exports of traditional items 
by providing an assured alter¬ 
nate market for such goods." 

Dr Manmohan Singh, the 
former Chief Economic Ad¬ 
viser to the government of 
India’s had said on Soviet 
assistance that prices of ex¬ 
ports to and imports from are 
more favourable to India than 
prices of similar transactions 
with the rest of the world; 
it enhances our productive 
and import capacity; permits 
repayment through goods; in 
creases bargaining power of 
India with cstern countries; . 
promotes growth of the export 
of non-traditional items with¬ 
out promotional expenditure; 
eliminates scope for under¬ 
invoicing of export and over¬ 
invoicing of imports. He said 
that Indo-Sovie relaions art* 
a model that ought to exist 1 
between independent nations. 
Courtesy : Information Dept, of 
the USSR Embassy in India. 
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ldukki,[ldikki, or whatever 

ItoB commssionino of the Idukki hydroelectric project in Kerala earlier this month 
came at a time when the project was about to pass into history. It is strange but 
true that this project was first thought of in 1919. Ideas about it were then on 
a small scale. Preliminary investigations however showed that the potentialities 
of the hydel resources in question were really large and that justice could be done 
to them only through a more ambitious project. In 1949, the government of 
India, «gr ««ng with this view, assumed responsibility fcr carry.r g cut the rtcesstry 
investigations, but the exercise itself was not initiated until September 1956. 

The next important development took place exactly five years later when the 
Central Water and Power Commission was ready with a scheme. A year ard three 
months after, in January 1963, the Planning Commission sarctiorcd a project for 
Rs 49.23 crores. Preliminary works were then taken up and the project was posed 
for aid from friendly countries. The government oi India arrarged for a detailed, 
feasibility study, on completion of which the ieatures ol the project wcie frtl ud. , 
Son) of these features were subsequently modified and a revised project report {was 
drawn upjn 1966. An aid agreement was signed between the governments of Canada 
and India in 1967. The Canadian assistance comprised a grant of 7.8 million 
Canadian dollars and a loan of 19.5 million Canadian dollars Jater reduced to 
11.5 million Canadia n dollars. An important part of the Canadian collaboration, 
has beon the lending of the technical services of Canadian engineers who have been 
working with their Indian counterparts on the designing and execution of the Idukki 

hydroelectric facilities. 

Work on the project was started in earnest in the course of 1967 ard it gathered 
m o mentum after receipt of major tools and plant towards the end of 1968. The’ 
calculations at that time were that the first phase of the project would be completed, 
in 1971 at a cost of Rs 68 crores. In the event, the project could be commissiored 
only in the beginning of 1976 and the cost has mounted to Rs 110 crores. Mrs! 
Gandhi, who presided over tho ceremony of commissioning the project, duly took ■ 
note of the fact that there had been a delay of four years. Mr K.C. Pant, minister for 
Energy, who was at her side on this occasion, added that it was only the Emer-j ^ 
gcncy and the raised tempo of work in the last six months that had made it possible 
even for the 1976 date to be kept. 

The delay in execution and the increase in cost have been ascribed to the 
rise in'material and labour costs and other reckons. The Canadian government, 
has remained loyally with the project through years not only of headaches 
but heart-breaks. At the same time India has had to pay a price. Had 
the Idukki project been executed according to schedule, it would certainly 
have made a tremendously favourable impression on Can da’s progrnrmcrs 
of foreign aid. In the sixties especially there was much enthusiasm, almost 
national in character, in Canada for policies of economic assistance to deve¬ 
loping countries and India had a great charcc of (ip:ta1i2irg cn thi r enthusiasm 
if it could demonstrate its earnestness and efficiency in the prompt and purpose¬ 
ful utilization of development aid. Canadian participation in our country’s eco¬ 
nomic development, especially in the area of power generation which is parti¬ 
cularly suited to Canadian skills ard m< vices, cci 'd j-iihp 1 have been much 
more considerable, substantial though this aid still is. 

For a state not overblessed with energy resources, Kerala has re?son to rejoice 
in Idukki becoming a reality at last. With the commissioning of this project Kerala’s 



economy would be exploiting about 33 
per cent of its total hydropower potential 
as against some 12 per cent hitherto. This 
would mean that the availability of powex 
in the state would go up by ISO per cent 
imujdiatoly and 200 per cent in the near 
fhture. As a matter of fact, Kerala now 
has power to spare to neighbouring states 
and there is already an agreement with 
Tamil Nadu which has started receiving 
Idukki power. While it is only natural 


(that more and more of the increased 
powar availability in ^Kerala should be 
put to use in promoting industry and 
agriculture in that state, the commis¬ 
sioning of the Idukki hydroelectric sys¬ 
tem, which has an installed capacity of 
780 MW(for ‘peaking’), should bring 
nearer the day when a fully working 
southern electricity grid would be enabled 
to play its due part in the economic 
growth of the states in this region. 


Silent revolution in Andhra 


A 3ILHNT revolution is taking place in 
Andhra Pradesh and in a short span of 
four years this state with two mighty 
rivers, the Krishna and Godavari and their 
important tributaries, bids fair to flow 
with milk and honey if it can be called that 
way. In the earlier Plan periods, there 
was no proper appreciation of the poten¬ 
tialities for developing irrigation and 
power resources of the state and with 
half-hearted central assistance, the mam¬ 
moth Nagarjnnasagar project took an 
unduly long time to be completed. 

The preoccupation with the construc¬ 
tion of this irrigation project was so over¬ 
whelming that no attention could be paid 
to the execution of other schemes even 
when it was clear that chronic power 
shortage was holding up progress in the 
industrial and agricultural sector. Even¬ 
tually, the Nagarjunasagar dam came 
into being with all the appurtenances 
for generating hydel power. But the re¬ 
servoir with plentiful water storage could 
not be fully beneficial as the development 
of the command area was taking place 
fitfully and at particular stages the cons¬ 
truction of canals could not be proceeded 
with due to an accute paucity of resour¬ 
ces. The development of the land bene¬ 
fited by irrigation facilities could not also 
be undertaken on the required scale due 
to the difficulties in providing credit to 
the owners of lands and also the lack of 
appreciation on the part of the land 
owners of the advantages that would 
accrue to them following the use of irri- 
facilities. 

I 

In the PM two or three years, however, 
there is kee^ r awareness of the need for 


developing the command areas and tap¬ 
ping intensively the potential for generat¬ 
ing hydel power and creating thermal 
capacity. A fairly large area has been 
brought under irrigation in the Nagar- 
junasagar command area and increasing 
sums have been ,spent on ’the construc¬ 
tion of canals with central assistance. It 
has also been indicated by the state’s 
chief minister, Mr J. Vengal Rao, that 
World Bank assistance will be forthcom¬ 
ing for developing the command area 
and an agreemsnt for this purpose will 
be signed shortly. Even so, it is felt that 
the r.'-n lining potential of over one miU_ 
lion cannot be fully irrigated aT 

other regions covered by the Tungabha- 
dra and Vamsidhara projects have also 
equal claims. Good work is also being 
done quietly in the Pochampad area with 
World Bmk assistance and efforts are 
bei xg mils to davelop the backward area 
of Kirunugir district, with the provi¬ 
sion of funds by thi state government for 
providing protected water supply to major 
towns and stabilising agriculture. 

The potentialities are so vast that for 
three or four decades the tapping of the 
waters of the Krishna and Godavari 
alone will call for huge outlays, {hollow¬ 
ing the conclusion of the pact between, 
the affected riparian states for utilising 
the waters of Godavari, it has been esti- 
raxted that as much as Rs 2,500 crores 
on the basis of current prices will be re¬ 
quired for constructing irrigation schemes 
and using fully the share of waters accru¬ 
ing to Andhra Pradesh under the pact. 
The chairmin of the state electricity 
board, Mr N. Tata Rao, has also indi¬ 
cated that an„ inter-state hydel projeot 


having a capacity of 1000 mw mux bo 
constructed on the Godavari while Beds- 
ampad has already facilities for generat¬ 
ing 36 mw of power though the sets 
have still to be installed. | 

This may appear to bo a fanciful ap¬ 
proach and only in the realms'' of possi¬ 
bility. Immediate happenings also are 
extremely encouraging while there will 
be a pronounced tempo of Plan imple- 
me nation in the next three or four years. 
It has been targeted that over and above 
the postulated increase in the irrigated 
area by two million acres before 1978-79, 
the area covered under the new pro¬ 
grammes will be an aggregate of 12 
million acres. Even now 31 per cent of 
cultivable land is having irrigation faci¬ 
lities and after the execution of all pro¬ 
jects as much as 70 per cent of ail land 
will be covered by major and minor irri¬ 
gation projects. This prospect is indeed 
exciting, as in Karnataka the irrigated 
area is only a small fraction of the total 
cultivable land and only with the imple¬ 
mentation of various projects the pro¬ 
portion will rise to the present level. In 
the latter state too similar efforts will 
have to be made, as in Andhra Pradesh^ 
as ample hydel and water resources are 
available. 

With good monsoons and an .increas¬ 
ing area under irrigation the output of 
food and commercial crops had been 
increasing impassively. In the 1974-75 
and 1975-76 agricultural seasons, the 
output of food crops has been pheno¬ 
menal and the state government is now 
having a problem of handling the larflp 
surplus of rice and coarse grains. Bven 
with intensified purchases by the Pood 
Corporation and other agencies, open 
market prices for rice are barely above 
procurement rates and the cultivators 
are feeling unhappy. With another good 
crop expected to bo harvested shortly and 
a comfortable situation in the neighbour¬ 
ing states, an early decision has to So" 
taken in regard to the disposal of mar¬ 
ketable surpluses of rice. Even the lift¬ 
ing of restriction on inter-state movement 
within the zone may not be helpful u 
rice is not in short supply in Karnataka, 
Tamil Nadu and Kerala. Maharashtra 
may probably be benefited by larger 
exports to Bombay and other areas. 

A long term policy will have to be 
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evottad though it may bo argued that the 
happenings of 1975-76 were due to ex¬ 
ceptionally good raiofall and bumper 
harvest all over the country. Andhra 
. Pradesh however can hope to 
' achieve a regular increase in food pro¬ 
duction in the coming years as the com¬ 
mand areas will be producing larger 
quantities and by 1980 the output may be 
much higher at 12 million tonnes against 
9,5 mUlion tonnes in 1975-76. Andhra 
Pradesh will thus be in a position to con¬ 
tribute sizable quantities to the central 
pjri as there will be a surplus even after 
meeting the needs of Kerala. 

The expnditure on the Nagarjuna- 
sagar, Tungibhidra, Vamudhra and 
Poutumpid pojects will, therefore, be 
highly advantageous from the national 
angle besides providing new opp^rtunites 
for the state for additional employment 
in the rural aroas. The annual Plan 
for 1976-77 has appropriately laid em¬ 
phasis on completing the ongoing irriga¬ 
tion and power projects and the aggre¬ 
gate outlay is proposed to be increased 
to Rs. 262 crores from Rs 203 crores in 
1975-76. Central assistance will be made 
available to the tune of Rs 53.5 crores 
and there will also be promised assistance 
of Rs 15 crores for filling the gap of Rs 
30 crores. The state government will be 
finding Rs 14 crores on its own by secur¬ 
ing ecoaom es in expenditure and resour¬ 
ces from other directions. The increased 
outlay has, of course, been facilitated by 
the additional receipts of Rs 15 crores 
from the oentro as a result of the collec¬ 
tions under the Voluntary Disclosure 
Scheme for Incomes and Wealth. There 
will also be Urge market borrowing. The 
power projects alone will be g et ting RiT 
111 crores and*tho~irrigation projects Rs 
71 crores. 

While the major irrigation projects will 
be briskly implemented, there will be 
spectacular developments on the power 
front. Little publicity has been received 
so far by the various projects ou Sileru 
river, a tributary of the Godavari. When 
all the schemes are completed a total 
oapaoity of 1,500 MW will be created 
in Orissa and Andhra Pradesh, Andhra 
Pradesh alone having 848 MW of capa¬ 
city in its region. The Upper Silent 
P’jjtJv hu already bast completed and 


the second stage is proposed to be im¬ 
plemented, taking the total capacity to 
240 MW. ( Tho Lower Siloru project will 
have a capacity of 400 MW in the first 
phase and another 200 MW in the second 
phase. The first two units will be 'in 
operation before the end of March while 
the Kothagudum Stage IV will also be 
ready by March next year as also the 
first unit of 110 MW of Nagarjunasagar 
project. Seven reversible turbines are 
to be installed with French aid in the 
latter project. Foreign assistance may 
also be available for SnsaiUm project 
having an ultimate capability of 700 MW. 
Two sets of 110 MW each are to be in¬ 
stalled before 1980 and one set of 200 
MW at Vijayawada thermal station by 
the same year. The addition to capa¬ 
city will, thus, be over 100 MW jif all 
goes well and Andhra Pradesh may not 
experience any shortage of electricity in 
the foreseeable future. 

The state government has thus ^been 
faced with the challenge of completing 
new projects with expedition. If it is 


found that there is shortage of tech-i 
nical personnel or physical resources,!, 
the neighbouring state of Tamil Naduj 
which has the requisite manpower and< 
experience may be asked to help the 
Andhra Pradesh government to overcome! 
the bottlenecks, if any, in this regard. 1 
Tamil Nadu stands to benefit by tha 
completion of power projects in Andhra 1 
Pradesh as it can use the exportable sur-j 
plus. The Srisailam and Somasiia pro-1 
jects also can be helpful in bringing 
Krishna water to Madras city for drink-j 
ing purposes. The progress in the agri¬ 
cultural and power sectors will necessa¬ 
rily lead to quicker progress in indus-^-' 
trial sector. The mineral resources al&c 
have to be exploited vigorously. There 
is a list of grandiose schemes for indus¬ 
trial development and the desired result) 
can be achieved only if several agenda 
were at work at the same time. Andhri 
Pradesh has, thus, the happy prospec 
of developing % balanced economy ant 
emerging as one of the foremost state) 
in the not too distant future. 


The Manila meet 


Tbb deliberations of the ministerial 
jneeting of the “Group of 77”—actually 
The membership of this group has now 
gone up to 110 developing countries— 
at Manila early this month, which were 
aimed at preparing the ground for 
UNCTAD IV to be held in Nairobi in 
May, indicate that although the need for 
stabilising the prices of raw materials and 
primary products, the exports of which 
account for over 75 per cent of the foreign 
exchange earnings of the developing 
nations, is being increasingly recognised, 
yet the integrated programme of action 
envisaged to attain this objective is not 
likely to prove a smooth affair. 

Originally drawn up to cover 18 com¬ 
modities—wheat (including flour), maize, 
rice, sugar, coffee (raw), cocoa beans, 
tea, cotton, jute and manufactures, wool, 
hard fibres, rubber, copper, lead, zinc, 
tin. bauxite and alumina, and iron ore— 
the programme was expected to be finali¬ 
sed at Manila for launching after some 
ftirther consideration at Nairobi, in res¬ 


pect of at least ten commodities. The 
plan of action proposed included (i) the 
establishment of international stocks ol 
the selected commoditie; (ii) the creation 
of a common fund for financing sucl 
stocks, (iii) multilateral purchase and 
supply commitments by governments tc 
ensure outlets and supplies of the com¬ 
modities concerned, (iv) improved com¬ 
pensatory arrangements primarily through 
the extension of the IMF compensator} 
financing facility, and (v) the expansion 
of trade in processed products through 
extension of the coverage of the Generali¬ 
sed Scheme of Preferences, the removal 
of non-tariff barriers and the provision 
of export incentives. 

The Manila deliberations, however, 
have revealed that no agreement could b< 
reached on the list of commodities to tx 
covered by the programme. There wert 
demands from several countries for en¬ 
larging even the indicated list of 18 items 
although it was generally felt that flu 
three billion dollars likely to be availabh 
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* for International stock-building would 
P be sufficient for just four or five 
& commodities. 

! The demand of some developing coun- 
! tries for the enlargement of the indicated 
1 list cannot be objected to. The primary 

* commodities price boom of 1972 and 
1 1973 has proved to be too short-lived to 
\ ameliorate the distress of the developing 

nations. In fact, the sharp deterioration 
in the terms of trade of most of these 
countries, particularly the non-oil export¬ 
ing countries, during the last about 18 
months, as a result of the downward 
movements of the prices of their major 
exports and the continuing price increases 
of most of the industrial products impor¬ 
ted by them, has worsened their lot. 

The deficits in their external trade 
balance have grown very markedly during 
*tbe last two years. In our case alone, this 
deficit has grown from Rs 432 crorcs in 
1973-74 to Rs 1,164 crorcs in 1974-75 and 
as much as Rs 936 crores during the seven 
months of October last, notwithstanding 
the facts that not only the imports of such 
items as non-ferrous metals, fertilizers and 
steel have been curtailed very significantly 
this year but also exports of steel, alu¬ 
minium, sugar and various other com¬ 
modities have been stepped up a great 
deal. In the interest of maintaining their 
unity and bargaining strength vis-a-vis 
the developed nations, the developing 
countries, of course, could avoid a sharp 
rift among themselves on the finalisa¬ 
tion of the above list of commodities. 

Three other pleas of the conference, 
though quite judicious, similarly, cannot 
be expected to bear fruit in a short time 
for the simple reason that the developed 
nations confronted with balance of pay¬ 
ments difficulties and inflationary tenden¬ 
cies in their economies will find it difficult 
to commit themselves to accepting them, 
not to speak of working for them. The 
three pleas are: (i) the setting up of a 
bank or fianacing institution for debt 
redemption to restructure the debts of 
the developing countries over a 25-year 
period and cancel the debts of the poorest 
countries; (lij reform of the international 
monetary system to meet the interests and 
ri * "the developing countries with the 
P Intheptf 0 *™ 6 Participation of these 
; there is keei he decision-making process 


in that reform; and (jit) raising of the 
development aid by the affluent nations to 
0.7 per cent of their Gross National Pro¬ 
duet for the benefit of the developing 
countries. 

The last objective, which was set 
"before the developed countries by 
UNCTAD II several years ago, has not 
been achieved so far; the current rate of 
development assistance from the affluent 
nations is just at about half this rate, 
if the global inflationary tedencies 
are taken into consideration. Though 
some progress has been made for 
'effecting international monetary reforms, 
Jhe developed countries still continue 
"to resist a link between the issue of 
Special Drawing Rights with development 
aid. The establishment of a new financial 
institution for debt redemption or restruc- 
tring of debt of the developing countries 
is not an easy task in the present-day 
conditions. 

The conference, therefore, did well in 
emphasising the importance of regional 
cooperation and growth of trade among 
the developing countries themselves. As 
our minister for Commerce, Prof D.P. 
Chattopadhyaya, pointed out to the con¬ 
ference, it would be idle to expect signifi¬ 
cant responses from the developed world 
if the developing countries got bogged 
down in short-term considerations of 
narrow gains and lost the true perspective 
of long-term requirements of mutual bene¬ 
fit for all on an enduring basis. Increas¬ 
ing cooperation among the developing 
countries is not only a historical necessity 
but also a contemporary imperative. 

The changes that have taken place in the 
economies of most developing countries 
in the recent years to provide an opportu¬ 
nity for closer relations among them in 
regard to trade as well as collaboration in 
development. A systematic identifiation 
of opportunities for cooperation and a 
determined search of cooperative solu¬ 
tions on the principles of non-discrimi¬ 
nation, mutual help and accommodation 
surely can go some way to improve the 
Situation. The establishment of cenlies 
j>f technology on regional or sub-regional 
"basis, if such centres cannot be had on 
national basis, can as well be of great help 



in fostering, cooperation among the 
developing countries and also their deve¬ 
lopment. 

Another important issue which pro¬ 
voked considerable controversy at Manila 
was the plea of the landlocked countries 
for free access to the sea. The countries 
like Pakistan had serious reservations on 
this, presumably owing to their politi¬ 
cal differences with countries such as 
Afghanistan. But the last minute re¬ 
iteration of this right by the conference 
resolved the issue for the present at least. 

The call of the conference for an in¬ 
crease in compensatory finance facilities 
deserves pertinent notice by the IMF as 
the oil facility is being discontinued fom 
this year. The establishment of the Third 
Window by the World Bank to make 
available loans to the developing countries 
on terms midway those governing the 
loans of this bank at present and those 
applicable to the loans of the International 
Development Association and the crea¬ 
tion of a trust fund out of the sale proceeds 
of one-sixth of the IMF’s holdings of 
gold to assist the countries having very 
low per capita incomes, indeed, can be 
helpful in improving the lot of developing 
nations to some extent. The enlargement 
of the first tranche of IMF accommoda¬ 
tion which can be drawn upon by mem¬ 
ber-countries without subjecting their 
economies and policies to a review by the 
IMF, too, can be of assistance to some 
degree. But all this does not obviate the 
need for restructuring world trade. 

The developing countries need greater 
outlets and improved prices for their ex¬ 
ports of primary, semi-processed and 
simple manufactured products. Concerted 
efforts m this direction have to be conti¬ 
nued notwithstanding the present difficul¬ 
ties of the developed nations. Can it be 
hoped that not only the developing coun¬ 
tries will be able to close their ranks by 
the time UNCTAD IV is held at Nairobi 
but also the developed naiiors wculd 
become more flexible in their approach to 
the pricing ar.d outlets problems of the 
exports of the developing nations? The 
"present state of affairs, obviously, cannot 
be allowed to last long. 
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Gujarat taxes cash crops 


K 

Tm *Gojarat state, which spent around 
Rs 152 crores on drought relief opera¬ 
tions during 1974-75, faces a deficit of 
K* 54.75*crores in its budget for 1976-77, 
presented recently by the chief minister, 
Mr Babubhgi Patel. In a bid to reduce 
the deficit, the chief minister has pro¬ 
posed to impose new taxes to the extent 
of Us 32.67 crores. The most significant 
measure of the proposed taxation, is of 
cOutse, the levy on farm income from cash 
crops. The tax rates vary from Rs 175 
per hectare to Rs 25 per hectare, accord¬ 
ing to the various cash crops—sugar, 
tobacco, cotton and groundnut—and 
according to the land being irrigated or 
rainfed. Mr Patel has spared the far¬ 
mers growing foodgrains and pulses in 
view of the fact that the state is perpe¬ 
tually deficit m foodgrains. The agri¬ 
culture tax is likely to yield over the year 
a sum of Rs 10 crores. 

Within days of the announcement of 
these proposals the chief minister has 
come under pressure from a powerful 
farm lobby in the state. He is reported 
to be facing a near revolt from the 
Janata Front constituents including his 
own p&rtymen and supporters, who have 
interests in cash crop farming. Mr Valla- 
bhabhai Patel, former leader of the 12- 
man KMLP group m the assembly, who 
has continued his support to the chief 
minister even after the dissolution of 
his group, expressed resentment over 
these taxes and stated that the Gujarat 
government was trying to balance the 
last five years’ burden on the state exche¬ 
quer in one year through a heavy dose of 
taxation. He has argued that the fanners 
had been suffering from frequent droughts 
during the last few years and are now 
facing a fall in the prices of their farm 
products. 

Apparently, the resentment is quite 
unjustified because the imposition is fairly 
mild, particularly so f8r as groundnut, 
which is the main cash crop of the state. 
The Raj Committee and several other 
joconombts have time and again advoca¬ 
ted the need to malm the farm sector pay 
*t least % fixation of the improvement 



brought about in the agricultural sector 
through huge investments over the years. 
In fact this broadening of the tax base 
has to be welcomed as it has been exe¬ 
cuted in a year when the agricultural out¬ 
put in the state has been reasonably good. 
The chief minister has also kept the rate* 
of tax for non-irng&ted land low. 

Mr Patel has introduced a new tax on 
business, trade, professions and employ¬ 
ment on the lines on which it was imposed 
in Maharashtra state last year. It is 
likely to raise annually Rs 1.50 crores. 
Persons of fixed income group with an 
earning of Rs 650 per month have been 
exempted from this taxation. He has 
also introduced a tax on the conversion 
of agricultural land into non-agricultural 
land in order to derive a share of large 
unearned benefit that accrues to the ow¬ 
ners of agricultural land in areas adjoin¬ 
ing the developing cities and towns. 
With a view to curbing speculation and 
hoarding in land, this assessment has been 
proposed to be levied with effect from the 
same revenue year in which such permis¬ 
sion is granted instead of the present 
practice of collecting non-agnculturai 
assessment from the date on which the 
land is actually put to non-agricultur&l 
use. This imposition is likely to yield Rs 
35 lakhs every year. 

The state proposes to raise an addi¬ 
tional amount of Rs 50 lakhs annually 
from sales tax which had been increased 
selectively in the case of 30 items con¬ 
sumed mostly by higher income groups. 
For instance, the sales tax on petrol has 
been increased. However, sales tax on 
several medicines and injections of com¬ 
mon use has, however, been reduced from 
four per cent to three per cent. Another 
sum of Rs 42 lakhs is to be raised through 
a tax on motor vehicles. An increased 
rate has been proposed for vehicles im¬ 
ported afteT April 1957 and also on cars 
owned by companies. The entertain¬ 
ment duty, which has been stepped up hy 
2.50 per cent to five per cent is expected 
to yield one crore rupees every year. The 
exemptions from this duty have been 


cut down. The nationalisation of elce-i 
tncity duty will also yield an additional! 
sum of Rs 5 crores. All industrial’ 
units are to be classified as high and low 
tension users so that low tension Users! 
pay duty at the rate of one paise per unit.] 
The duty for factory lighting will be two* 
paise and for office use ten paisa a unit. 
In case of other units with high tension 
connections, the duty is to be three paise 
Farmers with connected load of more than 
5 HP will be imposed a duty at the rate 
of two paise per unit. Commercial light- / 
ing will rank for duty of 10 paise to 20 
paise a unit. 

The chief minister has claimed that the 
state should receive some more money ' 
through revised rate of royalty on crude 
oil and the decision was awaited from the 
central government. Even if the state 
receives some more money from the cen¬ 
tre, it will have to do an exercise in eco¬ 
nomy in expenditure because the deficit 
of Rs 21.58 crores is to be increased to 
Rs 30.58 crores through an additional 
expenditure of Rs 9 crores on certain 
welfare programmes which were not pro¬ 
vided for in the annual Plan. These 
schemes include the provision of drink¬ 
ing water for the villages, rural housing, 
rural roads, checkdams and percolation 
tanks, slum clearance and reduction of 
unemployment. 

Some of the measures for the benefit 
of the low income group of people pro¬ 
posed by the chief minister include the 
raising of the present limit of annual in¬ 
come of Rs 2400 for free studentships to 
Rs 3600. The Limit of monthly income 
for free laboratory examination as well 
as X-ray and electro-therapeutic treatment 
in government hospitals and dispensaries 
is also being raised from Rs 180 to Rs 300. 
For the benefit of the tribal population 
in the state, the government has sub¬ 
mitted to the central government, a 
five-year programme costing Rs 98.33 
crores. A provision of Rs 18 crores has 
been made in the proposed estimates for 
1976-77. 
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Aluminium industry's woes • Indo-EEC collabo¬ 
ration • 20-point economic programme • 
Engineering exports 



Out aluminium industry again is con¬ 
fronted with a serious problem. The 
problem this time, however, is not of 
povyer availability which resulted m se- 
verd curtailment of production last year. 
It is of high inventories of the metal. 
Already stocks worth nearly Rs 20 crores 
have got accumulated with the manu¬ 
facturers. They are said to be growing 
every day. 

Whereas easier availability of electri¬ 
city, as a sequel to the revision of tariffs 
about the middle of last year, has helped 
in boosting production, the growth in 
demant has not kept pace with the in¬ 
crease in supply. Not only the recession 
in the automobiles and the consumer 
durable industries has brought down 
demand but also the high prices necessi¬ 
tated by the enhanced power tariffs, steep 
increases in excise duties on both levy and 
non-levy metals and the introduction of 
dual pricing system have contained it. 

high prices 

Owing to the high prices of the com¬ 
mercial grade metal which had to be 
raised sharply in the interest of maintain¬ 
ing the prices of electrical conductor grade 
metal to be supplied to state electricity 
boards under the levy system, the sub¬ 
stitution of this metal for several uses of 
steel in the engineering industry has 
suffered a great setback. In the case of 
some uses, in fact, there has been a switch- 
back to steel. 

The production of the industry curren¬ 
tly is said to be at the rate of about 
220,000 tonnes per annum. It is expec* 
ted to go up to an annual rate of 250,000 
tonnes when the second potline of the 
Bharat Aluminium Company goes on 
stream in the next few months. This 
means that the industry will be producing 
*at nearly double the rate of last year when 
its output aggregated to 126,000 tonnes. 

Output at an annual rate of 250,000 
tom*** obvious fy moot be absorbed by 
our pcqnmy justesi demand picks up 
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very significantly. Alternatively, export 
outlets have to be found. 

Exports to the extent of 20,000 tonnes 
of aluminium have already been allow¬ 
ed. Orders are understood to have 
been booked to the extent of 17,000 ton¬ 
nes. No distress sales are said to have 
been made in the international market 
as yet. But the realisations have been 
just around the retention price for the levy 
aluminium owing to a sharp drop in the 
international price in the recent past. 

glut of the metal 

Notwithstanding the glut of the metal 
in the world market—the producers out¬ 
side the socialist bloc are stated to be 
currently saddled with stocks of nearly 
2 5 million tonnes despite producing at 
the depressed level of 70 per cent capa¬ 
city-some further exports of our metal 
can, indeed, be made according to the 
industry. But this will not only require 
an expeditious further release of quota for 
export but also some cash assistance to 
offset excise duties on such raw materials 
as petroleum coke. 

Some cash incentive appears to be 
warranted even on the basis of the cur¬ 
rent export realisation which approxi¬ 
mates the retention price for the levy alu¬ 
minium. This price, it is pointed out, 
does not allow for depreciation charges 
which have to be recouped by the indus¬ 
try from the sale of commercial grade 
aluminium. The profit for yielding a 
reasonable return on the capital emplo¬ 
yed too is to be made from the later 
sales. 

With the prospects of production of 
aluminium exceeding domestic demand 
for some time, exports of the metal, in 
fact, can be made a regular feature. A 
realistic export policy, therefore, needs 
to be drawn up expeditiously. 

There is also a case for the reduction 
in the excise levy on aluminium for 
stimulating domestic demand. If the 


auai pricing system is aiso aoouancu, it 
will make a material difference to the 
prices of the commercial grade metal 
whereas the levy metal prices will go up t 
by only about Rs 500 per tonne. The j 
excise duty on the commercial grade 
metal particularly was raised steeply to 1 
curb demand and contain imports which 
were necessitated by a serious decline in 
domestic production—by about one-third. 
of the previous year’s output. Exports, j 
though very welcome, obviously will not< 
be able to solve the problem of accumu- J 
lated stocks. In the interest of keeping; 
up production, the other two measures 1 
also seem to be necessary. Can it bej 
hoped that concerted thought will be, 
bestowed on the issue expeditiously? 

* * * 

A delegation of tanners and manu¬ 
facturers of leather goods of the Euro¬ 
pean Economic Community told newsmen 
here last week, after an extensive tour of 
this country, that the exports of leather 
and leather products from here could be 
increased very significantly through their 
collaboration from the present level of 
slightly less than Rs 200 crores. In the 
years to come, these exports could even 
earn for India enough foreign exchange 
to take care of the imports of crude oil 
which have gone up during the last three 
years from about Rs 200 crores to over 
Rs 1,150 crores. 

The delegation, sponsored under the 
aegis of the India-EEC Joint Commis¬ 
sion, which was set up through the com¬ 
mercial cooperation agreement signed 
between this country and the EEC in 
December, 1973, visited India cm the 
invitation of the State Trading Corpora¬ 
tion. It included not only the tanners 
and manufacturers of leather products 
but also producers of machinery for mak¬ 
ing footwear and leather goods. 

The delegation was favourably impres- f 
sed by the pace at which the finished lea¬ 
ther industry in this country has deve¬ 
loped in the recent past. But if the 
requirements of the EEC were to be met 
it pointed out, a good deal more wouk 
have to be done to raise the standard oi 
production, even though some firms were 
already producing finished leather of ac¬ 
ceptable quality. The necessary collabo¬ 
ration could be extended by the EEC 
for this purpose. A viable export* 
oriented industry could be developed wit! 
assistance from the European tanner; 
who could supply not only* tcchnica 
know-how, machinery and chemicals but 
also expertise in management and mar 
keting. < 

The delegation thought that four type* 
of collaboration arrangements could b» 
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entered into between the Indian leather 
industry and the EEC firms. These are 
(i) equity participation upto 40 per cent 
by Community firms in joint ventures in 
India which would export at least 75 per 
cent of their output after an appropriate 
build-up period; (u) participation by 
Community firms in “clinic” collabora¬ 
tion arrangements with Indian firms— 
the Community firms would provide tech¬ 
nical and managerial inputs under such 
arrangements to the Indian firms in ex¬ 
change for an exclusive but guaranteed 
marketing agreements m terms of which 
the price of finished products will be 
linked through a pre-determined formula 
to the East India tanned leather market 
index; (iii) joint enterprise arrangements 
for equitable sharing of profits and losses 
under which the Community party will 
invest not less than 26 per cent in the 
capital of an Indian firm and will estab¬ 
lish a company in the Community for 
the marketing of the output of the joint 
feature; and (iv) technical collaboration 
igreementfl under which agreed fees or 
’’oyalttins will have to be paid for periods 
exceeding five years. 

The leader of the delegation, 
Mr John R. Tusting-Vice-President 
of the Council of European Con¬ 
federation of Tanners and Tawers, 
lowever, made it clear that since the 
echnology and marketeing expertise were 
wy precious assets of the European 
anners, they would be willing to part 
rith them only on “reasonable terms”. 
This, he clarified, meant as large ashare- 
lolding in joint ventures as possible— 
tot just 40 per cent at present allowed by 
he government of India. 

quota limitations 

Tae delegation expressed reservations 
m quota limitations on exports of crust 
md wet-blue leathers. It hoped that they 
vould not be extended. The delegation 
lointed out that quantitative restrictions 
»Q exports had a negative and distorting 
Sect on trade; they adversely affected 
he attitude and goodwill of European 
anners. In view of the delegation, ex- 
iort duties inversely graded according to 
he degree of processing, would be more 
fficient and equitable than quantitative 
estrictions on exports for the maintenance 
»f traditional commercial links between 
ndia and the EEC and the virile expan¬ 
ion of the Indian industry. 

The delegition also suggested that to 
ccelerate the development of leather 
ndustry, the government of India should 
bohsh the heavy duties on the imports 
»f tanning machinery, spare parts and 
anmng materials, simplify import pro- 
edures and liberalise the conditions for 
he establishment of manufacturing faci- 


h ^k m !Sf r lioeac ® or tbfoqditJpint vefi- 
tmpt The joint veaturt* m machinery 
and equipment could, hi mmm of time, 
build up a lucrative export business also. 
It was farther recommended that the 
Community manufacturers of machinery 
could be assisted in establishing show¬ 
rooms and display centres for ^off-the- 
shelf” delivery of machines and spare 
parts. 

Regarding exports of footwear to the 
EEC, the delegation expressed the view 
that footwear upper manufacturing units 
in India could for the time being concen¬ 
trate on standard and medium fashion 
lines. There did not appear to be any 
scope in the foreseable future for India 
to cater for the high fashion ends of the 
EEC market. 

joint committee 

Both the EEC delegation and the State 
Trading Corporation agreed during their 
discussions to work towards the establish¬ 
ment of a joint India-EEC Committee 
of Tanners. The terms of reference of 
the committee will include: (i) the joint 
consideration and formulation of plans 
and proposals relating to the evolution 
of the trade between the two parties; (ii) 
joint approaches to the Indian and Com¬ 
munity authorities for support to such 
common plans and proposals; (iii) the 
regulation and settlement of unresolved 
issues affecting trade and economic rela¬ 
tions between the firms of the two sides; 
(iv) joint consideration of issues relating 
to the viable, beneficial and long-term 
involvement of European collaborators 
in the Indian industry; and (v) joint tech¬ 
nical consideration of a definition of 
“ready-to-finish” leather with a view to 
promoting a more orderly development 
of the potential of the Indian tanning 
industry. 

The delegation and the STC furthei 
agreed to jointly recommened to the 
Indian industry and the Indian authori¬ 
ties that India becomes a full member of 
the International Council of Tanners. 


Although the state governments claim 
to have made quite a significant progress 
in the implementation of the 20-point 
programme announced by the prime 
minister in July last, considerable gaps 
are said to have been identified in the 
follow-up action in respect of several 
schemes, particularly those meant for the 
benefit of the weakest sections of the 
rural society. 

Among the schemes the implementa¬ 
tion of which is claimed to haye been 
encouraging include the distribution of 

* _ 
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By the end of the December* last, 60 
lakh housing sites were reported to have 
been allotted to the landless and the 
weaker sections. Another 35 lakh sites 
are estimated to have been allotted to 
them during January and February. The 
minimum wages of agricultural workers 
are stated to have been enhanced in most 
of the states and administrative machi¬ 
nery for the implementation of this pro¬ 
gramme is said to be being geared. 

Moratorium had been imposed on the 
recovery of debts from the landless labour¬ 
ers, marginal and small farmers and arti¬ 
sans throughout the country, but some 
states—Assam, Haryana, Madhya Pra¬ 
desh, Maharashtra, Punjab, Himachal 
Pradesh, Karnataka, Rajasthan, Tripura, 
Uttar Pradesh and West Bengal—chum 
to have taken farther action for the com¬ 
plete liquidation or scaling down of rural 
debts. 


nousipg wvm so vm 
enhancement taffoe 
workers. abofttjontrf 
liquidation or- seating down of* the 
of the landless labourers, artisan 
marginal and small farmers. 


freed from shackles 

With the enactment of legislation by the 
Parliament recently for the abolition of 
bonded labour, vigorous action is stated 
to have been initiated in most states for 
freeing the bonded labour from the age- 
old “shackles”. 

If, however, the last week's letter of 
the union minister for Agriculture and 
Irrigation, Mr Jagjivan Ram, to the state 
chief ministers is any indication, the 
follow-up action in respect of several 
schemes has left much to be desired. 
He has called upon the state governments 
to undertake expeditiously a review of 
the progress of implementation with a 
view to identifying the bottlenecks that 
hinder implementation. He has assured 
that even additional central assistance for 
the schemes benefiting the weakest sec¬ 
tions can be made available if the pace of 
implementation is speeded up. 

Based on a review conducted by his 
ministry, Mr Jagjivan Ram has pointed 
out to the chief ministers that although 
short-term production credit has been 
made available to marginal and small 
farmers, investment credit has been ex¬ 
tended only to a very small proportion 
of the potential beneficiaries. He has 
urged the state governments to pay greater 
attention of investment on land develop¬ 
ment and minor irrigation. The agendo* 
catering for the reqoirqpnentt of egtMk 
tural labourers and tmal1 and marginal. 
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**pAfllKttl iDVMtoMMBA 
»<SFI^)^tl»MargHul Farmer* 
LiTjourorg Development 
—-icy (MJPAL)—Mr Jajjivaa Ram has 
Waited, should play a positive role in 
|tl» rehabilitation of the freed bonded 
^labourers, particularly those who have 
been allotted surplus land for cultivation. 

Tto landless labourers, it has been 
nfpedk should be provided with subsi¬ 
diary occupations such as dairying, poul- 
' ***** P^KSsry, sheep rearing, etc. These 
programifcH should be supported by state 
plans for the development of infras¬ 
tructural facilities for animal husbandry 
a ns marketing and processing of agri¬ 
cultural products. The support of exten¬ 
sion personnel in the areas of the above 
programmes is felt to be inadequate. The 
chief ministers, therefore have been 
asked to pay attention to this problem. 

top priority 

In the case of bonded labourers who 
nave been allotted surplus land, Mr 
Jagjtyan Ram has further suggested that 
community, irrigation facilities should be 
provided expeditiously, taking advantage 
ot tne central schemes under which sub¬ 
sidy to the tune of 50 per cent of cost 
15 a ,y^ a hle. It has also been urged that 
such former bonded labourers should be 
given assistance in terms of agricultural 
inputs, provision of implements and 
custom services. The agencies looking 
atxer the interests of agricultural la¬ 
bourers and small and marginal farmers 
can identify bonded labour and formu¬ 
late suitable programmes for them on a 
top priority basis. 

Similarly, in the context of rural in¬ 
debtedness, it has been emphasised by 
w Jagfivan Ram that alternative sources 
ot credit should ba created vigorously. 

process of formation of farmers' 
csDrii® s:> 5 l0 ti®s in the areas covered by 
and MFAL should be speeded up. 

_ P/^gpointed attention to the easier 
.« lhtyof cem3 nt, steel, etc, Mr Jag- 
livan ’Ram has pointed out to the chief 
ministers that there was no reason why 
!k Ve minori rrigation projects 

mould not be accelerated. The state 
level coordination committees, he has 
lurtner stated in his letter, do not meet 
regularly enough to sort out the problems 
coordination which is 
*1. utcly necessary for the successful 
implementation of the 20-point pro- 
icamtne. 


isaastry-m a month-three largo con. 
tracts and two smaller ones—have been 
successfully negotiated during the last 
few days. The Bharat Heavy Electricals 
Limited (BHEL) is said to have been as- 
suied at the highest level that it will get 
a Malaysian contract for three 120 MW 
boilers worth Rs 19 crores. The Wal- 
chand group of industries has been able 
to secure a Rs 28-crore order foi a sugar 
plant in East Africa. The Engineering 
Projects India Limited (EPI) has been 
awarded by Bahrain a Rs 16-crore con¬ 
tract foi a water filtration and treatment 

S lant. A similar order worth Rs 2 crores 
as been booked by EPI from Bangkok. 
Kuwait has placed an order worth Rs 66 
lakhs for structural. 


by exploring the possibilities of Indian 
banks in Singapore pooling their resources > 
for giving the necessary guarantees. * 

Mr Sondhi observed that his delegation 
was happy to see several Bajaj^ecooters 
ana three-wheelers in Jakarta which were 
more competitive than even the Vespa 
scooters sold by Europe. Indonesia’s 
transport system, he said, required about 
2,000 dumpers’ and substantial numbers 
of trucks and buses. India could meet this 
demand on a continuing basis. Efforts 
needed to be made towaras this end. | 

Besides textile machinery, Indonesia," 
Mr Sondhi disclosed, had imported from* 
country some mini sugar plants. 
Talks were currently going on regarding 
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of an official delegation which has just 
returned from a tour of Malaysia and 
Indonesia, told newsmen here last week 
that tho Indian engineering industry in 
general and the BHEL in particular en- 
■jjjymd sizeable goodwill in Malaysia. 

There were good prospects of receiving 
orders from that country for various other 
power equipments. A proposal was 
under consideration for the BHEL colla¬ 
borating with the Malaysian Power Board 
m setting up a plant for the manufacture 
°f spare parts for electrical equipment. 


i good image 

W system in Malaysia, 

Mr Sondhi said, too was very similar to that 
of India. His delegation had talks with 
the Malaysian Railway minister on the 
possibilities of selling Indian wagons, 
coaches, signalling equipment, etc. The 
Malaysian authonties were favourably 
disposed towards importing these equip¬ 
ments from this country. The joint 
ventures which had already been set up 
in Malaysia by Indian entrepreneurs, 
Mr Sondhi opined, had built up a good 
iinage for the country. Whatever pro¬ 
blems were there were being expeditiousiv 
attended to. 3 


with assistance from the World Bank an€! 
the Asian Development Bank, 55 of its! 
old sugar mills. ] 

Mr Sondhi further stated that there 1 
were good possibilities for India parti¬ 
cipating in the development programtme 
of the Indonesian railways, although his 
railway system was not very large. 

The "result-oriented” mission of the 
Association of Indian Engineering In¬ 
dustry, which has recently concluded its 
tour of Indonesia, too is understood to 
nave secured some orders from there, 
though the details of these deals are not 
yet known as this mission has proceeded 
on to Australia after its visit to Indone¬ 
sia. 


The Indian steel mission which visited 
Kuwait about 10 days ago, is also stated 
to have concluded an agreement for the 
export of steel plates, sheets and angles 
worth Rs4 36 crores. The plates and 
sheets will be supplied from the Bokaro 
and Rourkela steel plants and arc ex¬ 
pected to reach Kuwait between March 
and May this year. 


current month of February has 
to be very auspicious for our 
ngmeenng ^ industry> Over and above 
00 expert orders booked yb 
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In Indonesia, the delegation, however, 
found that there was a big communica¬ 
tion gap. The officials there had very 
little idea of India’s capabilities of manu¬ 
facturing sophisticated equipment and 
machinery. Some orders for the export 
of textile machinery to Indonesia had 
been negotiated recently, but otherwise 
the exports ot engineering goods to that 
country were not much as yet. Even in re¬ 
gard to textile machinery exports, there 
was a problem as Indonesia aid not per¬ 
mit its own banks to give guarantees for 
export transactions. An effort, therefore, 
was being made to resolve this issue 
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POINT OF VIEW I 


India's economic ties with US and UK 


A Special Correspondent 


Economic ties with the USA and Britain 
traditionally played an important role 
in the context of India's economic 
relations with the outside world. These 
two cpuntries account for about 50 per 
cent of both authorised and utilised ag¬ 
gregate external assistance. 

The USA and the United Kingdom are 
the principal sources of the inflow of 
private capital into the Indian economy. 

1 Britain and the USA are major trading 
partners of India. (Table I) 

These are facts of common knowledge 
and our theme is not simply to reiterate 
i the role of largest Anglo-Saxon nations 
. in Indian relations with other coun- 
: tries but to make an analysis of the trends 
. prevailing in India’s economic ties with 
these countries during the last few years. 

predominant role 

■ The USA played a predominant role in 
the external assistance extended to India 
during late 50s-60s. Thus at the begin¬ 
ning of 70s USA accounted for more then 
50 per cent of the annual official capital 
inflow into the Indian economy while 
UK’s share did not exceed seven per cent. 

* The watershed in the comparative dyna- 
, intcs of the US and the UK official capi- 
- tat inflow into India was 1971-72 financial 
i year, when due to obvious reason the 
i US assistance to India was discontinued. 
The USA stopped after December 1971 
all kinds of assistance which was channe¬ 
led through AID to India. 

i 

As a result, in 1972-73 the value of the 
agreements under which USA was to pro¬ 
vide aid to India was $ 29.14 million com- 
i pared to $ 235.38 million in 1971-72 
These agreements included only debt 
relief assistance comprising $ 23 59 
million, in respect of AID loans including 
wfo»£l°a« of 1951 and * 5 - 55 million for 
rL 480 convertible currency credit (this 
debtee lief was treated as a refinancing 

' , P 11 "^ 8 1973 * 74 when the bitterness in 
f ISr 0 - V? regions was on the rise no 
; US aid was granted to India. The 

1 > 
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year 1974-75 signified a stow detente in 
India’s ties with the USA. 

The signing in early 1974 of the agree¬ 
ment on “PL-480” funds was the first 
step in this direction. In April, 1974 
talks were going on in Washington bet¬ 
ween Indian and US officials on the 
resumption of US financial aid to India. 
It was reported in the press that sub¬ 
stantial progress had been made and 
that the USA was to grant about S 75 
million of aid during 1974-75. But the 
testing of India’s peaceful nuclear device 
has greatly undermined these talks. 

This test has also substantially contri¬ 
buted to the postponement of Mr Kissin¬ 
ger’s visit to India which was planned to 
take place during the first half of June, 
1974. On June 13, two US legislators 
submitted to the US Congress legislation 
calling for the total ban of US aid to 
India unless India signs the non-prolifera¬ 
tion treaty. 

The only US official credit to India in 
1974 was the credit for $ 8.64 million 


extended by the US Eximbank in Sep¬ 
tember 1974 towards the purchase by 
Indian Airlines of four *‘Boeing-737** 
Jets. (Table II) 

The resumption of US aid was such a 
touchy subject in the late 1974 that it was 
not, as it was officially stated, discussed 
during Dr Kissinger visit to New Delhi 
in October 1974. 

The policy adopted by the US Govt, 
at thai time, as stated by Dr Kissinger 
in his speach at the dinner given by 
MrT.N. Kaul in Washington on July 14, 
1974 was based on the assumption that 
the development of Indo-US relations did 
not depend on the aid prospects. But was 
it really the right assumption? Evidently 
there was something wrong with the basic 
concept of what role financial assistance 
is to play in the whole context of the US 
foreign policy. By and large the purpose 
of granting loans and credit by the US 
government to foreign countries was on 
economic front to facilitate the US export 
and to create favourable conditions for 
the expansion of US industrial and finan- 


Table I 

Share of the USA and the UK in Aggregate External Assistance 
(as on 31-3-1975) 


Countries 


Authorised 


Utilised 


Loans Grants PL/480/ Total Loans Grants PL480/ Total 
565 Aid 665 Aidf 


1. All countries 


2. USA 


12,935 

1,113 

2,165 

16,213 

10,766 

989 

2,277 

14,032 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

3,559 

286 

2,165 

6,010 

3,456 

277 

2,277 

6,010 

27.5 

25.7 

100.0 

37.1 

32.1 

28.0 

100.0 

42.8 

1,422 

17 


1,439 

1790 

13 


1,303 

11.0 

1.5 

— 

8.9 

16.6 

1.3 


9.3 


3 UK 


t Including third country currency assistance 

Source : Reserve Bank of India. Report on Currency and Finance, l$74*7S, V.r* 
P- 227 - £ 







E> way 

—^ tb f Washington administration. 
Of cbufse, soma element of charity was 
jg&mt in US aid programmes but it was 
fguther negligible. It is obvious that in 
ittdia USA railed to achieve its aims. 
The opposition towards American stand 
on Inab-fakktan issue had gained 
impetus in the late 60’s, and it developed 
into general anti-American feeling in the 
Country which was further nouri¬ 
shed by the alleged US atrocities in 
Vietnam On the economic front US aid 
also failed to achieve its aim. Nation¬ 
alisation of major banks further 
increased the fear of US private investors 
that their assets may also be nationalised 
if they invested in India 


The spread of multinational operations 
of US industrial and financial corpora¬ 
tions left India’s economy aside. 
Although according to the widely 
published data 538 multinationals, 
including mainly those originating from 
the USA, are currently operating in India 
their actual total number is not so large, 
as Indian economic conditions are ex¬ 
tremely unsuitable for the operations of 
these companies. The Indian branches 
and subsidiaries of these multinationals, 
for example, are largely operating on 
their own, i.e. they are not the part of 
the structually and financially integrated 
international production complex of these 
corporations. 


The desire of b^th sides to improve 
the Indo-US economic relations grew 


tfroAflO t in tet# 1974 and etdriy 1975 but 
« ho adequate basisfor a steady develop¬ 
ment of economic ties between India 
and USA developed, this desire did 
not materialise. 


Some US aid started to pour into Indian 
economy as the memory of the nuclear test 
started fading out. In March 20,1975, US 
Eximbank, it was reported, granted a 
credit of $ 16 million for the supply to Air 
India of the Boeing 747 Jumbojets. On 
the same day another agreement was sign¬ 
ed in Washington which envisaged the 
supply to India of eight lakh tonnes of 
foodgrains worth about S 150 million 
under PL-480 aid 

The total amount of US aid to 
India during 1974-75 financial year thus 
reached S 160 milhon or about 10 per 
cent of the total foreign financial 
assistance received by India during this 
period. 

Once again the US emerged as the 
largest source of official capital inflow mto 
India’s economy among foreign countries. 

There was much talk about the sub¬ 
stantial increase in the volume of the US 
aid to India during current financial 
year but till January 1976 USA had not 
extended a single dollar of aid to India 
during 1975-7o and there is little hope 
that any significant inflow of US aid will 
pour into Indian economy during 1976. 
The main reasons for this are continua¬ 
tion of emergency in India and coming 
elections in the USA. As it was often 


reported, the US congress his far from 
proper understanding of the vital need of 
emergency for the development of demo- * 
cracy in India 

As for the Indian side it is also 
not likely to request US to increase sub¬ 
stantially its aia to this country both on < 
political and economic grounds. The 
record kharif production as well as the > 
control on inflation and anticipated 
industrial boom has given sub- 1 
stantial strength to “no-aid-develop- 1 
ment** supporters. Besides, India isseekign 
other external sources of capital in ! 
such regions as West Asia and Europe, 
—both west and east. And an increasing i 

i 

Table III 

Foreign Assistance Extended to India ' 
During 1974-75 j 


($ million) 


Sources 

Pro¬ 

ject 

aid (a) 

Non- 
pro¬ 
ject (b) 

Total 
(a—b) 

All sources 

722.5 1038.0 1760.5 

World Bank and 




IDA 

539.1 

350.0 

889.1 

Other sources 

183.4 

688.0 

771.4 

USA 

8.6 

150.7 

159.3 

UK 

— 

141.3 

143.1 


Soiree: Economic Times —May 25, 1975, 
Financial Express —May 26,1975. 


Table IJ 

The US and UK Official Capital Inflow into India’s Economy 
(1969-70—1974-75) 


Sources Authorisation Utilisation Aid undisbur- 

- —-.—■—■-— . ■ .....- —- --—————-sed as at the cud 



1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 
. 74 

1974- 

75 

1969- 

70 

1970- 

71 

1971- 

72 

1972- 

73 

1973- 

74 

1974-of March 1975 
75 j 

I. All sources 
Rscrores 
% 

624.6 

100.0 

721.9 

100.0 

890.0 

100.0 

626.0 
100.0 

1011.4 1257.7 
100.0 100.0 

836.9 

100.0 

780.6 

100.0 

821.3 

100.0 

604.6 

100.0 

692.4 

100.0 

829.9 

100.0 

j 

2293.3 
100.0 ; 

II. USA 
Rscrores 
% 

219.5 

35.1 

269.1 

37.3 

144.0 

16.2 

38.3 

6.1 

22.0 

2.2 

135.1 

10.7 

346.4 

41.4 

313.6 

40.2 

326.2 

39.7 

68.7 

11.4 

58.8 

8.5 

65.2 

7.9 

110.2 

HI. UK 

Rs crores 
% 

100.6 

16.1 

86.1 

11.9 

99.5 

11.8 

103.5 

16.5 

156.6 

15.5 

110.6 

8.8 

81.7 

9.8 

78.5 

10.1 

97.0 

11.8 

119.3 

19.7 

124.2 

17.9 

107.2 

12.9 

- 124.3 
12.9 

,iv. ni/n x ioo% 45.8 

31.9 

69.1 

270.2 

711.8 

81.9 

23.6 

25.0 

29.7 172.2 211.2 164.4 

— i 


f Source : “RBI 1975 Report on Currency and Finance 1974-75". 
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role during the last few years is being 
played by mitain. 

Though history of British financial 
issistance to India runs in a few years 
into its centenary—it was in 1878 that the 
legislation to provide grants to colonies t 
was adopted—UK fell behind the US in 
living aid during the SO’s and 60’s of 
•his century. In fact the UK aid to India 
itarted during the second Plan period with 
the allocation of Rs 107 crores. During 
the fourth Plan period this figure in¬ 
creased by about five-fold and reached 
As 500.8 crores. The constant upward 
trend in the UK aid to India has been fur¬ 
ther strengthened during the last few years. 
In this respect an interesting question 
:an be posed—what is the aim of the 
increasing UK aid to India? What kind 
»f UK interest does it serve? 

Is it enough to state that “since the 
sconomy of Britain is dependent to a 
large measure on imports from India of 
l number of commodities and since more 
than five per cent of her private invest¬ 
ment (direct) abroad has flowed into 
India, it is in her interest to provide the 
latter with economic aid, for it will not 
only assure a regular supply of those 
materials from India, but also raise the 
return on her capital by creating social 
overhead facilities.” 1 

But as we will see this characteristic 
does not fully depict the real aims of UK 
aid. Official capital investment is being 
used to a large extent as a weapon for 

l The Indian Journal of Comment, September 
1975. 


i expansion of UK exports to India, 
si -welt as in" the growth of the 
stcs of British companies In this 
itry. 

A recent review of India's international 
investment position in 1988-72 prepared 
•by the Division of International Finance 
of the Reserve Bank's Economic Depart¬ 
ment showed that the UK and the US 
companies are the leading foreign 
investors in the Indian economy. And in 
spite of the fact that their combined share 
in the total sum of direct foreign invest¬ 
ments in India has decreased it even now 
exceeds 80 per cent (90 per cent in 1965). 

As a whole there are about 430 branches 
and subsidiaries of the UK companies 
and more than 100 of those of the US 
companies. Besides, the UK companies 
have substantial interest (from 25 to 50 
per cent of share capital) in about 150 
Indian companies. The number of such 
Indian companies with the participation 
of the US private capital is about 20. 
(Table IV). 

Due to the unavailability of sufficient 
statistical data it is rather difficult now to 
state the exact figure of assets of Indian 
companies controlled both by the US and 
the UK private capital. According to 
the information supplied by the Depart¬ 
ment of Company Affairs the total sum 
of assets of branches and subsidiaries 
of British companies in India exceeds 
Rs 1818 crores—the assets of branches 
and subsidiaries of US companies is 
about Rs 543 crores).* 

But the role of India in the total context 
*Company News St Notes, January 1975 


Table IV 

.Direct Private Investments by the UK and the US Companies in Indian Economy 

(by Industry) 


Industry 


Year and country 

Unit 

All In¬ 

Planta¬ 

Petro¬ 

Manu¬ 

Servi¬ 



dustries 

tions 

leum 

factur¬ 

ces 






ing 


19S5 

I. UK investments 

Rs. min 

4597 

1110 

1031 

1712 

700 


% 

100.0 

24.2 

22.4 

37.2 

15.2 

II. US Investments 

Rs. min 

929 


442 

442 

45 


% 

100.0 


47.6 

47.6 

4.8 

1972 

I. UK Investments 

Rs. min 

5074 

1205 

882 

2767 

240 

fcl. US Investments 

°/ 

/O 

100.0 

23.1 

16.2 

52.9 

4.7 

Rs. min 

1548 


404 

1075 

66 

R 

% 



26.1 

69.4 

4.3 

IMS-75 

{. BB£Iuvestments(3-l) 

Rs. min 

477 

95 

209 

1055 

-460 

II. tJS Investments (4-2) 

Rs. min 

619 


38 

633 

21 


of both the VSt 

&ttJSbr*rfisr*\ 

India accounted for abbutfpnr per 
of all UK direct foreign investments , 
private capital while in 1972 this figUr# 
did not exceed 0.5 per cent Qhh 
absolute figure of these investments being 
the some, £11 million). 



The share of India in the cumulative 
value of the UK direct private investments 
abroad in 1972 was below four per cent. 


US investment 

In the case of the US direct private 
investments in India the volume has dec¬ 
reased firomS 58 million in 1967 to about 
S 13 million in 1973, this led to a drop in 
India’s share in the total US direct 
private investments abroad from 0.6 
percent to about 0.1 percent. In the 
cumulative total of the US direct private 
investments abroad India accounted for 
about 0.3 per cent at the end of 1974. 

The relative slow down in the dynamics 
of both US and the UK direct investments 
of private capital during the last decade 
can be explained by a number of factors. 
And not the last of them in the impor¬ 
tant especially in the case of US invest¬ 
ments is the factual stoppage of financing 
of operation of branches and other affi¬ 
liates in India through official capital 
sources. In the case of branches and 
affiliates of the US corporations in India 
a substantial part in financing their deve¬ 
lopment was played by Cooley Loan 
funds. The amount actually disbursed 
under the provision of Cooley Amend¬ 
ment for the financing of operations of 
branches, subsidiaries and other affiliates 
of US companies in India by the end of 
the60*s was about Rs 45 crores. This 
support of the exapansion of private 
capital through official channels of US 
aid to India stopped in the 70’s and 
found immediate repercussion in the 
dynamics of the US private capital ex 
pansion in India. 


Meanwhile the nourishment of bran¬ 
ches and affiliates of British companies in 
India through the lines of UK aid to 
India continued in the 70’s. The last 
VIII Kipping loan amounting to Rs 2.1 
crores was dated 1971. The total amount 
of loans under the Kipping loan scheme 
which had been designed to finance thi 
activities of British private interests it 
India, authorised until now is more that 
Rs 60 crores. Thus British private in 
vestors into Indian economy were in i 
better position compared with their Ui 
counterparts. 


Source : RBI Bulletin, July 1975. 
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hwdl iA the 
operations in 
HW» ft n*Hr mperative for these 
to change the strategy of ex* 
t Indian economy. 

w We have evidence to state that the pro- 
f# Jtwtof expansion of the US companies 
JL®* IWian economy in many cases 
followed the lines of R. Vernon’s “Pro- 
Wt cycle theory”, i.e. these companies 
using their monopoly on the technology 
of production of a number of products, 
such as Coca-Cola, computers, phar¬ 
maceutical products etc, did the mini- 
mudt investments in their branches in 
India but gained a substantial amount of 
profit on them. This general trend in 
the pattern of US private investments in 
mate can be traced if we examine the 
structure of assets of branches of the 
US companies in India as compared to 
the structure of the assets of other bran¬ 
ches of foreign companies in India includ¬ 
ing the branches of British companies. 
We Will see that the ratio of share capi¬ 
tal to the whole value of assets in the 
case of the branches of the US companies 
is substantially lower than that of other 
branches. 


recent steps 

Quite recently some steps have been 
taken by the Indian side to lure more 
US and British investors into India as a 
part of a major drive towards develop¬ 
ment of export-oriented industries with 
the assistance of private foreign capital. 
In November last Prof D.P. Chatto 
padhyaya used the opportunity of his 
visit to the United Kingdom to invite 
British industrialists to take note of per¬ 
missible areas of foreign investment in 
India especially in the areas of sophisti¬ 
cated technology and export oriented 
sectors. In December 1975 the 18-mem¬ 
ber delegation of Indo-American Cham¬ 
ber of Commerce headed by Mr Raunaq 
Singh toured the USA and used this visit 
to invite American industrialists to come 
forward to invest in India. 

In both cases it was stated that with an 
abundant supply of skilled and cheap 
labour India at present was very welf- 
ocmipped to supply products of high 
labour intensity, low capital input and 
intermediate technology. How this 
arguments will facilitate the way for the 
new US ahd British investments in India 
b rather difficult to predict. 

pm present trend is such that more 
and more US and British companies are 
terminating their business activities in 
cu «• Sonje of them as Exxon, Burmah- 
ouell and Cattcx during last year were 
continuously seeking the nationalisation 

b*si mammsmr 


of their assets—a phenomenon which is 
by itself a Very rare in the history of 
international business* Others are sim¬ 
ply closing their affiliates and repatriat¬ 
ing investments to US, UK or other 
countries. 

The reason of this process is the un¬ 
favourable conditions, economic, legal 
and political, prevailing in the coun¬ 
try for foreign investors.* 

If we consider the inter-relation 
of aid and trade in the context of 
India’s economic ties with the USA 
and Great Britain we will see that 
the relationship is just opposite to that 
which has been cited above—aid is the 
weapon of the expansion of export 
and not as a perquisite for increase 
in import. Let us examine from this 
angle the development of Irdia’s trade 
with these countries during the last ftw 
years. 

During these years, Irdo-UK trfde 
relations, for example, had exhibited 
robust signs of improvement in sharp 
contrast to the unhappy trends in the 
fifties and the sixties. 


India's imports from the UK resulted 
from the extension of new UK loans and 
credits to India. At the same time the 
development of India’s trade with the 
USA after 1971-72 has witnessed a sub¬ 
stantial drawback—its volume has dec* 
lined from Rs 680 crores in 1971-72 to 
Rs 509 crores in 1972-73 due to the 
decrease in the value of India’s imports 
from the USA. 

In 1972-73 for the first time in about 
two decades the value of India’s 
imports from the UK has surpassed those 
from the USA. The resumption of wheat 
supply from the USA under "PL-480” 
loan lines once again contributed to 
the increase in India's total imports from 
this country. (Table V) 

Wheat and other food items form the 
major part of Irdia’s imports from the 
USA during current financial year as 
well. Thus only in April and May their 
value was more than $ 112 million. In 
India’s export to the USA, cotton textiles 
and leather items have gained a substantial 
place during the last few years, while 
the share of tea and coffee has become 
stagnant. 


Till 1970-71, India’s exports to the UK 
had continually declined. And this also 
applied to its imports from the UK. The 
share of the UK in India's exports dec¬ 
lined from 28.1 per cent in 1955-56 to 
11.1 per cent in 1970-71; during the same 
period, the share of imports fell frem 
26.6 per cent to 7.8 per cent. 

The year 1971-72 marked the beginning 
of the upward trend in the development 
of the trade relations between the two 
countries. India’s imports jvmped fre m 
Rs 126.8 crores in 1970-71 to Rs 216.9 
crores in 1971-72 recording a rise of more 
than 70 per cent in one year. Corje- 



In the subsequent years also, the rinrg 
curve of trade kept moving upwards. 

A good deal of this increase in 
* Eastern Economist , January 17, 1975. 

Table 

US Supplies of Wheat and 


July-June 1973 


An important feature in the dynamics 
of Indo-UK trade during the last year was 
the more rapid growth of India’s exports 
to this country as compared with imports. 

The major items of India’s exports to 
Britain traditionally are tea, tobacco, 
cotton fabrics and spices. The confidence 
in the quality of Indian tea though some¬ 
what shaken by the few complaints of 
“tainting” in 1972-73 is well established 
that helps it to hold the strong position in 
the UK market in spite of the vigorous 
competition from East African teas. At 
the same time the future of India’s ex¬ 
ports of tobacco to Britain due to the al¬ 
leged high DDT residue is in great 
doubt since a new regime on pesticide 
residues is likely to be adopted in EEC 
in about two years’ time. 

The substantial increase in the price of 
jute fabrics and spices has also contri- 


Flour to Foreign Countries 

(’000 bushels) 


-74 July-June 1974-75 


Countries Wheat Flour* Total Wheat Flour Total 

World Total 1,106,353 34,861 1,411,214 1,001,105 29,131 1,030,236 

Asia 535,757 17,163 552,920 612,627 18,190 * 630,817 

India 59,830 191 59,521 157,691 303 159,994 


Source : Wheat Situation . Economic Research Service, US Department of Agricul¬ 
ture. November 1975, P. 37 
*Grain equivalent 
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bated to the increase in the value of 
India's exports to the UK. As it was 
widely published recently UK is the major 
outlet of India’s engineering goods. But 
their share in the total value of India’s 
exports to this country does not exceed 
two per cent, while India’s share in the.. 
UK imports of engineering goods forms 
much less than one per cent. As it was 
stated in the recent despatch from the 
Indian Commercial Counsellor in Lon¬ 
don 4 , there were good prospects for the 
enlargement of India’s exports of diesel 
engines, electric motors, bicycles and 
other engineering items and the question 
now is only howto materialise them. 

Future-telling is always a difficult 
assignment especially when it is con¬ 
cerned with the development of economic 
relations between countries with different 
economic potential. But latest steps in 
the development of India’s ties with the 
USA and Britain are going to suggest 
more or less certainly that if the efforts of 
both sides succeed a new upsurge in the 
development of India* seconomicrelations 
with both countries can take place. Thus 
the beginning of 1976 gave a further 
proof in this direction. The visit of Mr 
Peter Shore, British Secretary of State for 


1%lo, was to signify a new step in the 
development of Indo-UK economic 
wagjseration in the creation of joint Indo- 
UK economic commission a dream 
of all promoters of India’s econo¬ 
mic ties with Britain. But these 
hopes must be cautiously entertained 
talcing into consideration the destiny of 
Indo-US joint commission which has 
developed into the debating body 
with minimum practical results. 

As it was already stated above, the new 
substitute for the US aid as the basis of a 
new mode of Indo-US economic relations 
it still to be found. Meanwhile the pros- 
pjcts for more US aid to India in the 
immediate future are rather uncertain, 
especially if these be viewed in the light 
of the new US policy of impo¬ 
sing punitive cuts in American aid to 
those countries that have sided against 
the US in voting at the United Nations. 
But the dilemma of Arab oil and 
US aid is really difficult to be solved by 
India at present. Even the introduc¬ 
tion of OSP by the US administration 
which was to benefit more than 30 items 
of India’s exports to this country has 
appeared not so preferential to India, as 
22 items of her exports to the USA, in- 


nram lskiR- HBBiw . 

been exglmtsd 

fill'by the MttrictiveCbutsb thattsxd^bs 
any item whose value of mcpott tp we 
USA is 125 miUion or which meets 50-pV 
cent of the US needs in a single year. . 

The prospects of new massive inflow. 
of the US private capitalinto Indianeco-. 
nomy are also far from bright as is 
understood from the deliberations of the 
Indo-US business council, the first meet¬ 
ing of which was held in New Delhi a 
few weeks back. 

Although at this meeting it was 
mentioned that capital shortage in 
the USA allegedly constrained 
the US investments abroad, the more 
realistic opinion prevailed—tune is not 
yet ripe for further expansion of the US 
private capital into India and the pros* 


~ With this background we can draw the 
conclusion that despite the importance 
of India’s economic ties with the USA 
and Britan the development of these ties 
in the way which can benefit India’s eco¬ 
nomy is a difficult and troublesome 
task. 

• Indian Trade Journal, November 12, 1975. 


ANOTHER MILESTONE BY ‘ISARC’ IN 
IMPORT SUBSTITUTION 

CHROMIUM COPPER CASTINGS 

S WR0U6HT PRODUCTS; 

• Resistance Welding Electrodes & Discs-Rolled, heat-treated upto 650 mm in 
dla and 50 mm In thickness 

O Resistance Welding TIPS and special size components forged, heat-treated 
and machined 

• RODS upto 65 mm in dla, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu¬ 
facturers, Radiator and Allied Industries 

Please send your enquiries to : 



THE INDIAN SMELTING A 

REFINING CO. LTD. 

Cable: LUCKY. Bhandup, 

(Non-Ferrous Division) 

Bombay. 


Phone: 584381 

L.B. Shastri Marg, Bhandup, Bombay-400 078 

Telex : ISARC 011*2384 
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The Olympic games 


Josslnyn HmnHiy 

London 


I 

Montreal in 1976: Why not 
Delhi in 19807 

In accepting the challenge to host the 
197$ Summer Olympic Games, Montre¬ 
al joins a prestigious list of major world 
centres which over the years have under¬ 
taken this paramount sporting event. 
As shown in the box listing previous dates 
and locations, many of the major cities 
of the world have hosted the celebration 
of the games, with three of the most 
famous, London, Paris and Athens each 
holding them on two occasions. The 
upcoming Montreal games mark the 
nineteenth renewal of the modern Olym¬ 
pics, with a North American city the 
location for only the fourth time, and in¬ 
deed just representing the sixth time that 
the Summer Olympics have taken place 
outside Europe. 

The facilities of Montreal will, how¬ 
ever, be second to none. Indeed, Mon¬ 
treal’s commitment to host the games 
involved the creation of sports complex 
entailing one of the most ambitious con¬ 
struction endeavours in Olympic histoiy. 
The focal point of the Olympic Park is the 
stadium, pool, and a towering mast, all 
of which appear at first glance to be a 
single structure. Each part is, however, 
designed to serve several purposes. 

The central point is the dramatic mast 
which will reach a height equivalent to a 
building more than SO stories high. 
Within the structure, 16 floors, covering 
an area of more than 200,000 sq. ft., 
will provide all the space required for 
systematic training activities in a great 
variety of sports. 

The mast also houses at its top part the 
covering membrane to be used to roof, if 
need be, the entire playing area pf the 
stadium, while 4 he lower, part of the mast 
forms the roof of the swimming centre 
which adjoins the stadium itself. 

The swimming centre contains two fifty 
t metre pools—<one for training and the 
other for qompetition—and & diving p4oi. 
Sprerd oWr five levels powering-160)000 


t -^ 

The Modern Olympic Games 

1896 Athene 1932 Los Angeles 

1900 Paris 1936 Berlin 

1904 St. Louis 1948 London 
1906 Athens* 1962 Helsinki 
I 1908 London 1956 Melbourne 
1912 Stockholm 1960 Rome 
1920 Antwerp 1964 Tokyo 

1924 Paris 1968 Mexico City 

1928 Amsterdam 1972 Munich 
*Held between the regularly timed 
Third and Fourth Olympic Games, 
these are considered by some 
purists as unofficial. I 

v.__ 

square feet will be locker rooms, training 
rooms, offices and rest areas. For the 
duration of the games, space will be pro¬ 
vided for 9,000 spectators. 

As for the predominant building of the 
complex, the stadium itself, 70,000 specta¬ 
tors will be accommodated in completely 
covered stands laid out to guarantee a 
clear view of all events from any part of 
the stadium. A unique feature of the 
stadium will be the light roof, or mem¬ 
brane, which can cover the playing areas, 
with the time for extension or removal 
as little as ten to fifteen minutes. 

extensive facilities 

The nearly two hundred Olympic 
events of course, require extensive facili¬ 
ties outside the main park. Indeed, the 
whole range of sports will be distributed 
widely.' For example, some soccer mat¬ 
ches are to take place in Toronto and 
Ottawa, yachting events at Kingston, and 
handball in Sherbrook and Quebec City. 
Ail in all, some three and & half million 
spectators are expected to watch the com¬ 
petitions. Television coverage will, of 
course, also- be extensive: 1,000,000,000 
people are likely to tune into the opening 
ceremony, nd three quarters of them 
may watch the finals of the most popular 
events. 

Today's Olympics an supposed to be 
a revival of the famous ancient sporting 
competitions which classical historians 
have traced back as far as 776BCat Olym¬ 
pia in the west of the Greek Pelopon¬ 


nesus. They reflected the flowering of 
Greek civilization and continued to be 
held for over one thousand years as one 
of the most important peacetiire festivals 
in the whole Mediterranean area. , 
The ancient classical calendar was, in-1 
deed,based on the games: the unit of time| 
was the Olympiad—the four year interval! 
between each gathering. What events! 
were held have, to some extent, been obs- 
cured by time, but most historians agree 
that they included much running (both 
sprints and longer distances to test cn- 
urance), throwing the discus and javelin, 
and various kinds of wrestling. The 
rules of wrestling were often rather loose 
by today’s standards and, particularly 
under Spartan influence, wen brutal testa 
of ability which could end in death. 


The prize awarded to winners in an¬ 
cient Greece was a garland of wild olives, 
but, over and above this, victorious ath¬ 
letes wen held in gnat honour and es¬ 
teem. Cities breached their walls to wel¬ 
come returning winners. The foremost 
poets competed with each other to siog 
their praises in lyric verse. They wen 
given a place of honour in public assem¬ 
blies, statues were erncted to them, and 
some cities maintained them at public 
cost for life. The glory of the ancient 
Olympics faded, however, when Rome 
succeeded Greece as the leading military 
power in the Mediterranean—Europe and 
North Africa. Roman competitors were 
not satisfied with an olive wrn&th as a 
prize. The games deteriorated into pro- 
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essional circuses, the Olympics lost their 
religious significance, and were finally 
banned by the Emperor Theodosius I in 
394 AD after having thus endured more 
than a thousand years. 

II 

The Modern Olympics 

The modern Olympic era began in 1896 
primarily through the efforts of an idea* 
listic Frenchman, Baron Pierre de Cou- 
bertia. He urged that games on a world 
Scale should be held regularly, arguing 
that international peace and understand¬ 
ing could be fostered by bringing young 
athletes from all countries to mix together 
in strenuous but peaceful competition, 
testing the limits of their abilities simply 
for the love of sport. One can, of course, 
wonder from our present vantage point 
if the good Baron, who died in 1937, 
would today feel that his dream had been 
fulfilled. 

No less than three celebrations of the 
games have been prevented by world 
wars, while at other times the athletes 
seemed to be relegated to the back in the 
face of political and nationalist interests 
and propaganda. The privilege of ath¬ 
letes from certain countries to compete is 
as controversial as is the concept of ama¬ 
teurism which Olympic fathers, present as 
well as past, cherish. In addition, the 
contests are unfortunately, if perhaps 
inevitably, interpreted by some as being 
less than competitions between individual 
athletes or teams and more as contests 
between differing political ideologies. 

Individual triumphs 

Happily, brilliant and unforgettable 
achievements by individual athletes often 
capture most of the public's attention and 
have proved far more enduring than the 
non-athletic political turmoil which has, 
on occassioa, swirled around the contests. 
The sheer excitement and human drama 
of the Olympics are basically the forces 
which maintain the prestige and worthi¬ 
ness of the games. 

At the first gamss, world attention and 
participation was substantially less than 
it is today. Only thirteen countries 
were represented in Athens in 1896 and 
only 311 athletes (atl of whom were men) 
participated. Since then, however, in¬ 
terest has snowballed. One hundred 
and twentyfour nations sent teams to 
Munich In 1972 and total representation 
readied over 7,000 athletes of whom 
more thanSlOOO were women (Graph I). 

Five countries—Australia, Greece 


Graft Britain, Switzerland and the USA 
—lurte been represented in every celebra¬ 
tion of the games since 1896 inclusive. 
The games held in the earlier twentieth 
century were of lengthy duration, often 
lasting with a certain post-Victorian lei- 
surliness all through the summer. Now 
that the jet-age pice of living and the 
heavy financial costs of transporting and 
housing large teams from all over the 
world is with us, the duration of the 
games has been shortened dramatically. 
Present plans for the games to be held in 
Montreal next summer call for 21 sports 
and close to 200 events to be crowded into 
the sixteen days between the opening 

Graph II 

Olympic Performances: Fester 



ceremony on July 17 and the closure on 
August 1. 


As already noted, there has been a 
tendency to favour European centres to 
hold the Olympics, perhaps with good 
reason. As the Graph I shows, when the 
games were held in Lot Angeles in 1932 
and Melbourne in 1936, places relatively 
distant from many of the participating 
countries, the high cost of travel expenses 
kept down the number of athletes paxtict- 
paring and, indeed, perhaps also discour¬ 
aged some countries from sending team. 
To a somewhat lesser extent, the same 
happened when the games were held in 
Tokyo in 1964 and in Mexico City in 1968, 
when the number of athletes was not 
much higher than it had been in Rome 
in 1960 even though almost thirty coun- 
, tries wen represented. 


What must, of ooorile, dfi'VJJ* 
membered am the arfthm«i»j|f fPf 
chances of Vioning any kfod.of mfW 
facing most competing national team s. 
Of the 124 nations represented at Munich, 
for instance, well over half returned home 
empty handed and a mere 25 numopoh- 
sea the gold medals. In fact, the most 
successful team, that of the USSR, took 
50 of the 200 gold medals offered and, as 
the US athletes, far and away the most 
successful group over the yean, perfor¬ 
med well, highlighted by the amazing 
performance of the Swimmer Mark Spitz. 

Ill 

Tha Athletic Achievements 

Graphs II & III show how intense the 
competition that athletes face has become. 
Winning Olympic performances by both 
men and women have steadily and, in 
some cases, improved dramatically over 
the years. 

This trend of improvement has, of 
course, proceeded unevenly. In the 
marathon (an event held only for man), 
the winning times from one Olympic to 
another have fluctuated widely. Inis is 
not only because the marathon distance 
has not always been the same (only since 
1924 has it been standardised at 26 miles 
and 385 yards!, but also because the na¬ 
ture of the courses run can vary in their 
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hi orttet sports, the improvement has 
taktin the form of a great performance 
by an individual athlete. One of these is 
^refloated in the Graph HI depicting feats 
No the tong jump for, in 1936 in Berlin, the 
great Jesse Owens, in the most dramatic 
circumstances, shattered previous records 
and set a mirk that was not bettered for 
24 years. One of the unforgettable memo¬ 
ries of that splendid achievement was the 
coaching and encouragement that Owens 
received from the man who should have 
been his arch rival, the German champion 
Lutz Long. Manifesting the finest spirit 
of the Olympic games. Long calmed the 
understandably nervous Owens, aiding 
hifo to qualify and ulltimately to win the 
gold medal. 

Canada was not represented at the first 
Olympic in 1896 and only one Canadian 
journeyed to compete in Paris in 1900. 
Prom this modest beginning, Canada has 
since kept in the forefront of the contests, 
sending large teams, frequently well above 
the average in prowess. Indeed in 1972, 
two hundered and nineteen Canadian ath¬ 
lete; travelled to Munich, a number not 
far below the largest complements repre¬ 


senting the USA and the USSR, each of 
which sent about 350 competitors. 

Over the long term sweep of Olympic 
history, Canada has captured a good 
share of medals, and ranks a respectable 
seventeenth place over the years. Cana¬ 
dian athletes in recent years have, how¬ 
ever, been relatively less successful. In 
the seven celebrations of the games in the 
post-war years, Canadians have secured 
only five gold medals. Moreover, the 
range of Canadian success has not been 
encouraging. In the last two Olympics, 
Canada won only one gold medal (in the 
Grand Prix jumping in 1968) and of nine 
other medals won, eight were for swim¬ 
ming. In fact, throughout the post-war 
years Canadian women have only won 
one medal in track and field, while the 
men have secured only two. The remain¬ 
ing medals originated primarily through 
Canada’s strength in canoeing, rowing 
and yachting. 

The record shows that Canada, has 
the potential to produce Olympic cham¬ 
pions regularly, providing that the 
Canadian organizers recognise that as 
the competition has become ever more 
intense, her athletes need greater support. 
Their natural ability is insufficient with¬ 


out modern training facilities. 

From such reference books as I have 
at my disposal here, I can find no record 
that India has ever competed in the 9 
Olympic games. Certainly the Reference 
Annual published by the Research and 
Reference Division of the government of 
India's ministry of Information and 
Broadcasting contains no hint of Indian 
participation, nor does Whitaker's Ala- 
manac. But surely a country with a popu¬ 
lation of over 500 millions, which can 
provide top-ranking Davis Cup tennis 
players, should be able to hold its own in 
many other international competitions. 
What is more, unless my memory is sadly 
at fault, there is a splendid stadium in 
New Delhi. 

Sources and acknowledgement: The , 
forgoing is summarised from a report in 
the latest issue of the Business Review 
of the Bank of Montreal (P.O. Box 6002, 
Montreal, Canada), but the Bank is not 
responsible for the wording of my sum¬ 
mary nor for my interspersed comments. 

I add that I suggest that the Bank is to 
be congratulated for having allocated 
space in its Business Review to a subject 
so far removed from* banking, industry 
and commerce, but nonthelcss interesting * 
and important for all that. , 


Cautious mood in W. 


TWe general mood prevalent in west 
Burope is decidedly cautious. While 
the pound continues to sink m its 'Tree 
float" the Spanish peseta has been deva¬ 
lued by 10 per cent, the Italian lira strug¬ 
gles to avoid becoming valueless and, a 
tittle farther east, the latest cut in the 
Israeli pound brings the drop in value of 
thit currency over the last 15 months to 
more than 70 per cont. 


This melancholy chronicle is now top¬ 
ped by an attack on the value of the 
French franc. For the first time full im¬ 
plementation of the agreements reached 
last November at the economic summit 
meetingat Rambouillet has proved neces¬ 
sary. The US and West German central 
banks have undertaken support to relieve 
the mounting pressure on the franc, to 
hold the franc steady against the 
deutschmark the Bank of France has 
been obliged to spend more than one 
billion dollars. Even this sacrifice has 
foiled to relieve the underlying pressure 
on the franc. The joint action by the 
Rambouillet partners seeks to stop the 
appreciation of the mark against the 
dollar and the banc. 


The French Finance minister speaks 
eabifoeoaT 


brave words but the 10 per cent rise 
in prices in France last year compared 
with only a 5.6 per cent rim in West 
Gsrminy nukes it only a matter of 
titns before this erosion in the purchasing 
power of the franc relative to the mark 
compels a devaluation of the French cur¬ 
rency. Market operators* confidence that 
the mark is west Europe's strongest cur¬ 
rency and that, despite Bonn's constant 
denials, it will have to be revalued sooner 
or later steadily draws international 
funds into marks, to the disadvantage of 
both the franc and the dollar. 

T(te problem has been among the sub¬ 
jects discussed at their six-monthly 
"summit" by President d'Estaing ana 
Chancellor Schmidt as West Germany is 
lending a sizable sum in marks to both 
the Bank of France and the US Federal 
Reserve Bank for them to sell on the mar¬ 
ket to avoid further loss of foreign ex¬ 
change reserves by Paris and Washing¬ 
ton. West Germany, by this operation, is 
repeating in a smaller scale the rescue 
operation it mounted two years ago to 
save Italy from economic collapse, an 
exercise it may have to repeat in some 
measure fairly soon. 

The depressed mood in west Burope 
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has been made more despondent by the 
Lockheed Aircraft Corporation "payoff 
scandal". This has, rightly or wrongly, 
involved not only prominent politicians 
in West Germany and Italy but Prince 
Bernhard, consort of the Queen of the 
Netherlands, a popular figure in Holland 
and elsewhere in Europe. The allega¬ 
tions are denied but they are the type oi 
shock that damages the febrile business 
confidence that besets market operations^ 
and floating currencies. 

A factor that makes the success of any 
investigation doubtful is the rapid transfei 
of any funds not openly received to Swiss 
banks who would refuse any information 
about them. Since allegations of this type 
can rarely be either fully proved or dispro¬ 
ved the lack of confidence caused linger! 
even after public interest has passed on to 
the next scandal or crisis. 

In Italy the crisis has eased for the time 
being but on the slimmest of basis. A 
minority government, dependent for its 
parliamentary majority on another party 
is the weakest of the 38 administrations 
Italy has seen since 1945. It has the 
awesome task of trying to "begin the re* 
pair of one of the worst economic slump! 
in the post-war period. Italy has an 11 
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par coat inflation, unemployment that 
now coven Seven per cent of the nation’s 
work force and a currency, devalued 11 
per cent since Moro resigned a few 
weeks ago and which now has a mini¬ 
mum value. 

In Italy the allegations of corrupa- 
lion in high places arc particularly 
damaging and the lack of courage to 
clear the air somewhat by holding elec¬ 
tions is cramped to inaction by the 
fear that the Communist party would 
emerge victorious. For the time being, 
at least, one of the original six of the 
Common Market has little more than a 
negative political and economic value in 
a Europe shakled by doubt and indecision. 
Of the Market’s new three all are ailing: 
Britain moves ever more deeply into debt 
to the IMF, inflation and in taxation in 
Denmark are about the continent’s highest 
and Ireland, without notable resources, 
is the worst off of them all. 

uncertain demand 

It is not surprising that in such an 
atmosphere of drab mid-winter European 
firms should be putting off spending on 
equipment. They are plagued by over¬ 
capacity, rising costs and uncertain de¬ 
mand. New plant building is a rarity, 
everywhere the building industry is work¬ 
ing at half strength and die toll of bank¬ 
ruptcies rises sharply. It will be some 
time before stimulants for business 
investment begin to reappear. 

Even W. Germany is not a very certain 
exception: forecasts speak of a 6 or 7 per 
cent investment rise there this year but 
unemployment mounts and companies 
fail even as the mini-recovery gets under 
way. One of the worst social aspects of 
«fi*he Common Market area is the sharp 
•increase in the already high level of job¬ 
lessness among young people. In the 
last three years the number has grown 
five-fold to an estimated 1-J million. 

In these uninspiring circumstances there 
is dismay, more marked than would have 
been the case in better days, that west 
Europe as a whole has stood by as a spec¬ 
tator as the Angola events unfolded, with 
the Soviet Union displaying its military 
and naval strength at a great distance and 
the United States taking nothing more 
than a fumbling, unwilling attitude to 
startling events on the other side of the 
south Atlantic. 

The French President is not alone 
*Umt is his dissatisfaction with the 
present condition of the European Com¬ 
munity or the ineffectiveness of western 
Europe in world affairs. President 
d’Estaing has described west Europe 


as "i^sent” from world affairs today— 
and, what distresses him even more, no 
one items to believe it can any longer 
participate in world affairs. By compari¬ 
son, east Europe is active, vocal and be¬ 
coming slowly more aggressive in its 
attitudes. Both the USA and west 
Europe are worried that the latter may 
one day find itself faced with a sudden 
immense aggression from the Warsaw 
Pact area ana relatively defenceless in face 
of it. 

The disarmament talks in Geneva 
and Vienna are hamstrung and the USA, 
especially in this election year, is increas¬ 
ingly unwilling to put more muscle into 
NATO while Britain steadily takes out 
what little muscle it supplies in order to 
cut expenditure. 

It is entirely to east Europe's advan¬ 
tage that it is holding its Soviet party 
congress in the year when both the USA 
and West Germany are slowed in opera¬ 
tion by elections and when west Europe 
can scarcely show a resolute face. The 
Angola campaign has been a successful 
exhibition of Soviet mnacle, very useful 
to the party when it needs a success story 
for a show event. It is taking advantage 
of this lucky break to make its first ap¬ 
proach to the Common Market for a 
cooperation agreement since, a year ago, 


Common Market rQpteteaetetssttwpli 
ed from their first visit to Moscow dis¬ 
appointed with prospects of being «We 
to work with Comecon. 

The current campaign in the west, led 
by France, is for the strong members of ' 
the Market—West Germany, Fsance and 
the Benelux countries—to take the load 
in European Community affairs as a 
“directorate”. 

To some extent, this is an echo 
of Herr Brandt’s contentious idea 
of a two-tier west Europe and, in n 
sense, a development from the recent 
Tindemans report which recommended 
that the six strongest countries in the eco¬ 
nomic sense should press ahead with 
farther economic union without the Ml 
cooperation of the three weaklings—Bri¬ 
tain, Italy and Ireland. 

It is unlikely that West Germany, in 
an election year, will involve itself in any 
so contentious a proposal or that the pros¬ 
pect for more new members, Greece 
and Spain, will be favourable for some 
time. But France and some others are 
very dissatisfied with the lack of Market 
or west European initiative. The close 
consultation and financial cooperation 
between France and West Germany may 
lead to new initiative. 
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Sir Archibald Rowland*® tint budget which 
is also the first post-war budget deserves to be 
commended not only for its vivid appreciation of 
the problems of the difficult and critical transition 
from war to peace economy but also for seeking 
to implement in the fiscal sphere the economic 
policies that should govern action. It has tried 
to translate into appropriate and definite fiscal 
measures the needs of an economy that has been 
ravaged and distorted on account of the war, 
The criteria by which a budget following the end 
of the war should be Judged are how far it 
ensures speedy and effective rehabilitation and 
restoration of peace-time economy and how for it 
provides for conditions by which income, employ¬ 
ment and expenditure may be maintained oral 
least prevented from serious decline or collapse. 
Judged by the above, the budget must be pro- 
nounCed to be as bold and ifoagioiltvd as circum* 
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stances warrant. The maintenance of the econo¬ 
mic health of the country and keeping up the buoy- 
ance of its economy require firm and energetic 
fiscal action and it is to the credit of Hnanoe 
Member that he has displayed commendable 
courage in adopting fiscal expedients to achfewe 
their purpose. One of the contributions which 
recent economic thought has made towards deafer 
understanding of the key to prosperity is the 
relation between aggregate expenditure, private 
and public and thq level of employment and 
income. The Finance Member has shown an 
awareness of this intimate relation and taken stf J» 
to see that the levels of public and private capttal 
expenditure are stimulated in every possible wjpr, 
so that the inevitable fail In the combined dcro bo 
expenditure of the order of RsfiOO mores eristpto- 
ed to previous years may net result inn mMpfo 
of grips pc in depression and unemployment. 
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Feature on Indo-Soviet Cooperation 




Partners in Progress 


R. C. Ummat 


The iNDo-Sovict economic co-opera¬ 
tion, which started in the early fifties 
with the signing by the two countries of 
the first rupee payment agreement in 
December, 1953, indeed, has made rapid 
progress with the passage of time. 
Friendly relations, in fact, have been 
sought by us after independence with all 
the nations. The success achieved in 
thb respect also by no means has been 
insignificant, though there have been ups 
and downs in the relations with some 
countries. But the strongest bonds have 
come to be established with the Soviet 
Union. This is not surprising; the 
friendship and co-operation between the 
two countries is based on equality and 
mutual respect. 

Bhilai plant 

Economic co-operation between us 
and the Soviet people, as suggested 
above, started first in trade. But soon 
it was diversified to include technical and 
financial assistance, following an agree¬ 
ment in 1955 on the setting up of the 
Bhilai steel plant. As a result, the pace 
of economic development of our country 
got accelerated a great deal. 

Starting practically from a scratch, 
the trade between us and the Soviet 
Union has grown phenomenally during 
the last 22 years. It aggregated to not 
more than Rs. 1.75 crores in 1953-54 
; when we imported from the Soviet Union 
' goods worth a bare Rs. 60 lakhs against 


exports of Rs. 1.15 crores. By 1965-66, 
our imports from the Soviet Union had 
grown to Rs. 83.2 crores. Our exports 
to it in that year aggregated to Rs. 93.0 
crores. 

rapid growth 

The volume of trade between the two 
countries has grown at a much more 
rapid pace since then, thanks to the 
signing of a protocol in 1966 under which 
the Soviet foreign trade organisations 
agreed to sell on commercial credit terms 
Soviet equipment and machinery to our 
firms and organisations, the credit being 
repayable in equal instalments within a 
period of eight to ten years. This helped 
in raising the trade turnover between the 
two countries to as much as Rs. 315.9 
crores in 1970-71— our exports Rs. 209.8 
crores; Soviet Union's exports Rs. 106.1 
crores. By the end of the last financial 
year, our exports to the Soviet Union 
had grown to as high a figure as Rs. 418.2 
crores and our imports from there to as 
much as Rs. 402.5 crores. This made 
the Soviet Union the single largest pur¬ 
chasing country of our goods. As re¬ 
gards imports, the Soviet Union last year 
was the second largest supplier of goods 
to us—next to the United States. 

Unlike the other advanced countries, 
our trade with the Soviet Union is on a 
balanced basis. This has provided' us t 
good opportunity for accelerating the 
process of diversification of our expofts. 


As against just a few commodities traded 
between the two countries in the early 
fifties, the number of items exchanged 
now stands over 100. 

The most significant contribution 
made by our trade with the Soviet Union 
has been that it has helped us to esta¬ 
blish ourselves in the world markets as 
exporters of several manufactured items 
without incurring promotional expendi* 
ture. In some cases, our exports to the 
Soviet Union have assisted in arresting 
the downtrend in the unit values of our 
products. 

doubling the outturn 

The trade between the two countries 
is envisaged to be doubled from the 1973 
level in the next five years Talks are 
currently being carried on to achieve this 
objective. The necessary protocol is 
expected to be signed shortly. 

The new protocol can be anticipated 
to diversify the composition of our trad# 
further. Besides traditional items, such 
as jute, cashew kernels, tobacco, tea, 
coffee, handicrafts, etc. our exports to 
the Soviet Union currently include such 
new items as footwear, electronic goods, 
aluminium cables storage batteries, 
garrage equipment, handtools, vaccum 
flasks, linoleum, cosmetics, machine* 
Huade carpets, rolled steel, surgical 1ns- 
r 4ruments, woollens, etc* This list can be 
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mpmkd to be enlarged through the 
metttcetlon of new items of exports 
like mica fabrications, leather gloves and 
alumina. 

fa In line with our changing require¬ 
ments, tjae imports from the Soviet 
Union have been undergoing diversi¬ 
fication. The Soviet Union supplies 
to us not only machinery and equip- 
ment but also various other products 
such as fertilizers, newsprint, petroleum 
products, cellulose and non-ferrous me¬ 
tals. This has helped in saving a good 
deal of foreign exchange which would 
have had to be spent on importing them 
from elsewhere. These imports have 
been paid for in the form of the exports 
of our products. A couple of years ago, 
when food imports from the free market 
economies became difficult because of 
sharp rise in prices and global shortages, 
the ' Soviet Union supplied about two 
million tonnes of foodgrains too to en¬ 
able us to tide over the difficulties. 

In fact, both in the export and im¬ 
port fields, the Soviet Union has come 
to our aid in the recent years to the 
extent possible within the framework of 
its economic programmes. Exports have 
been arranged to the third countries also. 
A classic example of the latter has been 
the arranging of an export order for 
Bhilai steel when production was con¬ 
siderably in excess of the domestic de¬ 


mand. The acceptance by the Soviet 
Union of our several new manufactured 
products has not only imparted confi¬ 
dence among the manufacturers to export 
but also in course of time has led to the 
introduction of these items even in the 
west European and American markets. 

The Soviet collaboration in manu¬ 
facturing has been in many diverse fields 
belonging to the core sectors of our eco¬ 
nomy. Nearly 80 industrial projects 
have either been commissioned or are in 
the process of being set up with Soviet 
assistance in such fields as petroleum 
exploration and refining, coal, heavy 
machine-building, steel, aluminium, 
heavy electricals, drugs and pharma¬ 
ceuticals, instrumentation, etc. Their 
contribution to the overall development 
of our economy has been very significant. 

The scope for Indo-Soviet collabora¬ 
tion in manufacturing is envisaged to be 
widened considerably in the near future 
following the establishment recently of 
the Indo-Soviet Joint Commission for 
coordination of economic relations bet¬ 
ween the two countries. The planning 
bodies of the two countries are also co¬ 
operating with each other with a view to 
facilitating production cooperation not 
only to foster the industrial development 
of oar country but also to enlarge trade 
exchanges. A tentative list drawn up 
recently envisages production with Soviet 


assistance in such other industries as 
mica, copper, aluminium, caustic soda, 
electronics, leather products, colour TV 
sets, etc. 

Some of the Soviet-collaborated in¬ 
dustrial projects have alieady helped in 
boosting our exports. These* include 
the Bhilai and Bokaro steelworks—plates 
and sheets from Bokaro will be supplied 
to west Asia in the next couple of 
months—and Heavy Electricals, Har- 
dwar. The other units have helped in 
import substitution. 

Considerable scope is stated to exist 
in conversion deals. One such deal has 
already been experimented with success 
in the textile industry. Raw cotton was 
supplied under this deal by the Soviet 
Union and the textiles made thereof 
were exported to it. This helped in 
keeping our textile industry going when 
there was a serious shortage of raw 
cotton. 

The close co-operation between India 
and the Soviet Union can be expected to 
grow in the coming years following the 
Friendship Treaty signed in 1971, the 
historic visit of Mr. L.l. Brezhnev to this 
country about three years ago and the 
recently concluded protocol for esta¬ 
blishing a radio link across the Hima¬ 
layas. The articles that follow indicat 
the potential of this cooperation. 


Indo-Soviet Economic Cooperation 

V. A. Kuznetsov 

Counsellor for Economic Affaire, USSR Embassy In India 


The Soviet people are currently preparing 
for the coming twenty-fifth Congress of 
the CPSU which will take stock of the 
work done since the last Congress. The 
progress since the twenty-fourth Congress 
has by no means been insignificant. 

Durinjg the last five years, in spite of 
many difficulties our economy has been 
developing steadily in sharp contrast 
with the development of the western eco¬ 
nomies which experienced during this 
period their hardest setback since tbe 
thirties. 

This steady growth of the Soviet eco¬ 
nomy has prepared ground for the fur¬ 
ther enlargement of the economic and 
technical assistance which is being ren¬ 
dered by the USSR to many developing 
countries throughout the world. Among 
these countries, India occupies a pro¬ 
minent place. 

During the last five years, the econoimc 
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ties between the USSR and India have 
been enlarged and strengthened. 

A number of significant agreements 
had already been signed between India 
and the USSR by 1971. In that year was 
entered in to the all-important treaty of 
friendship and cooperation between 
the peoples of the two nations which pro¬ 
vided scope for an accelerated develop¬ 
ment of Indo-Soviet cooperation. In 
July 1971, contracts were signed for the 
supply fiom the USSR to BHEL 
(Hardwar) of components and material 
for the manufacturing of turbo-sets of 
200 MW each which enabled this Indian 
undertaking to s*ait in 1974 the produc¬ 
tion of these turbo-sets. This has not 
only greatly contributed to the achieve¬ 
ment by India of self-sufficiency in the 
manufacture of power equipment but also 
brought in lakhs of rupees through ex¬ 
ports of this equipment to other countries. 

In January 1972, contracts were signed 


for the supply from the Soviet Union of 
working drawings and equipment for the 
first Indian public sector aluminium 
plant at Korba, m Madhya Pradesh 
This project went into production, 
through the common endeavour of the 
specialists from the two countries, in 
May last year. 

Another major event took place in 
1972 when an agreement was signed on 
September 19 for setting up an Inter¬ 
governmental Soviet-Indian Commis¬ 
sion for Economic, Scientific and Techni¬ 
cal Cooperation. The decision to create 
this important body for coordination of 
all aspects of Indo-Soviet economic co¬ 
operation was taken in September 1971, 
during Mrs Indira Gandhi’s visit to the 
USSR. 

The first meeting of the Indo-Soviet 
Joint Commission was held m New Delhi 
in February 1973. As a result of the 
deliberations of this meeting, a protocol 
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was signed for the farther development 
of economic cooperation between the 
two countries, providing for new steps 
towards widening coopciation in the 
field of ferrous and non-feirous metal¬ 
lurgy, oil extraction and refining, power 
generation, etc. It also envisaged ex¬ 
pansion of the capacities of both Bhilai 
and Bokaro steel plants and the setting 
up of a copper-mining complex in 
Madhya Pradesh. Tl is was followed 
by the signing in June 1973, of u protocol 
for further expansion of the Indian 
Drugs and Pharra icouticals Limited 
(IDPL) with Soviet assistance. 

These agreements prepared the ground 
for the historical documents of Indo- 
Soviet Economic cooperation signed dur¬ 
ing L.I. Brezhnev's visit to India in 
November 1973. This visit has made 
a substantial contribution towards fur¬ 
ther development of the Indo-Soviet 
cooperation in m my fields. Of primary 
importance was the 15-year Economic 
and Trade Agreement signed during the 
visit. This agreement has ushered in a 
new era in the development of lndo- 
Soviet economic cooperation. 

practical realisation 

The practical reilisntion of the p;ov - 
sions of this ugreenunt began imme¬ 
diately. A protocol was signed in New 
Dalhi in December 1973, on scientific 
and technical cooperation in the coal 
industry by the Soviet minister for Coal 
Industry, B. Bratchenko and India’s 
minister for Heavy Industry, Mr T.A. 
Pai, which outlined the practical lines of 
Indo-Soviet ct operation in coal mining 
industry. In January, 1974, followed 
anoth;r protocol - again signed in Now 
Delhi by the Soviet minister foi Oil In¬ 
dustry, V.D. Shashm, and Mr D.K. 
B>rooih, the then minister for Pctioicum 
and Chemicals in the Indian govtrninmt, 
for farther development of cooperation 
in o.l exploration anl refiling. 

The implementation of the above pro¬ 
tocols will mike a substantial contribution 
tiwird* the development of India's coal 
and oil industries. It is widely knowi 
tint the Soviet Uaioa has already pro¬ 
vided to India comprehensive assistance 
in these two fields. Apart from helping 
India to birld up several coal mines in 
the Korbi trea with an annual overall 
capicity of 2.7 millioi tonnes, the 
Soviet U \ o i h is provided help for set¬ 
ting up a co Ura 1 msohimca! and electri¬ 
cal wvkviop it Korbi to repair and ser¬ 
vice mining micuncrics as also a major 
plant at Dwtrgapur to produce mining 
equipment. 

A number of contracts were signed 
recently between India and the Soviet 
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Unioty for the development of ^ower and 
coal mines with Soviet technical assis¬ 
tance. Detailed project reports for the 
development of the Singrauli and Rani- 
ganj coalfields and the Ramgarh open¬ 
cast coking coal mines will be prepared 
under these new contracts. 

oil exploration 

In the field of oil, the Oil and Natural 
Gas Commission of India (ONGC), 
which was set up with Soviet cooperation 
m the late fifties, is currently implement¬ 
ing the technical and economic report, 
jointly prepared by Indian and Soviet 
specialists, on the development of the oil- 
extracting industry in the country's pub¬ 
lic sector over a period of ten years. 

A quite recent example of the further 
development of Indo-Soviet cooperation 
in oil exploration is an agreement signed 
by the ONGC in Moscow under which 
more teams of Soviet oil experts would 
come to India to expedite oil exploration 
in the Bay of Bengal. 

One of the new major projects of Indo- 
Soviet economic cooperation, the imple¬ 
mentation of which has begun after L.I. 
Brezhnev's visit to India is the construc¬ 
tion of the Mathura refineiy which is to 
have a capacity to refine six million ton¬ 
nes of crude oil per annum. Together 
with the Koyali and Barauni refineries, 
which have also been built with assistance 
from the Soviet Union, this refinery 
will meet more than one-third of the total 
requirements of petroleum products. A 
contract for the supply of about 32.000 
tonnes of equipment and materials, worth 
about Rs 17.5 cn res, for the Mathura 
refinery was signed in Moscow recently. 

In the sphere of ferrous metallurgy, the 
Indo-Soviet cooperation has gained new 
dimensions during the last five years. 

Taking advantage of the world ex¬ 
perience in production of steel and rolled 
steel, the Bhilai steel plant is currently 
carrying out an exp insion programme to 
raise its capicity to four million tonnes 
per annum by constructing additionally 
a converter shop with three oxygen con¬ 
verters, 100-130 tonnes capacity each, 
and putting up continuous casting machi¬ 
nes. The construction of hot strip mill 
“3600” is also under way. This mill 
will turn out metal required for ship¬ 
building and for making pipes of large 
diameter. The technical project report 
and working drawings arc being prepared 
by the Indian public sector organisation 
MECON, which is also a project of Indo- 
Soviet economic cooperation. 

The construction of another giant pro¬ 
ject in metallurgy—the Bokaro steel plant 
—has also made considerable progress 
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during the two yeari, since the visit 
of L.I. Iitthnev to India. A number 
of important units of this project nave 
already been commissioned. 

‘ The major suppliers of equipment 
and machinery for both the Bhilai and , 
Bokaro steel plants arc the Heavy Mach¬ 
ine Building Plant HMBP at Ranchi and 
the Heavy Electricals plant at Hardwar. 
HMBP has supplied equipment for the 
slabing mill “1250” of Bokaro. A.nothei 
significant achievement of the HMBP 
during this period has been the prepara¬ 
tion of the working project of the first 
Indian stcol-pouring crane for converter 
shop no. 2 of Bokaro steelworks. 

Another machine-building plant, built 
in cooperation with the USSR, is the 
Mining and Allied Machinery plant at 
Durgapur which is making its contribu¬ 
tion towards the development of India’s 
coal industry. Recently this plant has 
begun to produce coal-cutting machine 
“MKP-3” on the basis of Soviet project 
documentation. 

growing efficiency 

The growing efficiency of Indo-Soviet 
projects can be illustrated by the follow¬ 
ing facts. The net profit of the 12 major 
projects of our cooperation, including the 
Bhilai steel plant, the engineering com¬ 
plex at Ranchi, the heavy electricals plant 
at Hardwar, the coal mining and allied 
Machinery projects at Hardwar and 
Durgapur, the instrumentation plant at 
Kota, the synthetic drugs plant at Hydera¬ 
bad and some others, amounted to more 
than Rs 76 crores in 1974-75, as against 
only Rs 5.8 crores in 1970-71. 

These successes are the result of the 
joint effort of both Indian and . Soviet 
specialists and workers. The Soviet spe¬ 
cialists, hundreds of whom have worked 
at the project sites, have done everything 
possible to further strengthen our friendly 
ties as well as to help their Indian friends 
to make India’s economy more versatile 
and developed. This was their inter* 
national duty; they fulfilled it properly. 

The forthcoming 25th Congress of the 
CPSU will adopt a new historic docu¬ 
ment—Perspectives of the Development of 
Soviet Economy for the lOthfive-year plan 
Period—which envisages further rapid 
strides for the development of the Soviet 
economy for the further betterment of the 
standard of living of the Soviet people. 
Special attention is also to be paid in this 
document for the development of the 
economic relations of the USSR with 
foreign countries. 

Together with our Indian friends. We 
are already examining the ways and 
means of farther strengthening and 
widening economic ties between us. 
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Sound Ground for Collaboration 

V. R. Korneev 


iTHis February we together with our 
Indian frjecds celebrated the twenty-first 
anniversary of our cooperation which 
started in 1955 with the signing of the 
first Indo-Soviet inter-governmental 
agreement fqr the construction of Bhilai 
ateel plant. Since then the scope of 
Indo-Soviet economic cooperation grew 
steadily from yeai to year. As it is 
widely known, the total number of 
projects which have been set up with 
mutual cooperation is about fifty and 
the majority of them is concentrated in 
the core industries of Indian economy. 
These projects turned out one-third of 
India's output of steel, one-fifth of 
power generation, 60 per cent of crude 
production, 30 per cent of oil products, 
more than 80 per cent metallurgical 
equipment and a considerable part of 
power equipment. Large quantities of 
drugs including antibiotics were manu¬ 
factured by Soviet aided projects in India 

During these two decades Indo- 
Soviet economic cooperation became 
more and more verastile and was directed 
towards the achievement by the Indian 
economy of self-reliance especially in the 
most important spheres such as heavy 
machine-building, metallurgy, oil and 
coal industry, power engineering etc. 

the perspective 

With these achievements as a back¬ 
ground, what are the perspectives of Indo- 
Soviet economic cooperation, say, for 
the next five-year period ? 

This Is ically a question to answer 
and one must examine the potentials 
of both countries for the further develop¬ 
ment of this coopeiation Let us exa¬ 
mine what developments have taken 
place in the Soviet economy, during the 
last two decades which iorm the histori¬ 
cal perspective for the future cooperation 
between our two countries 

As is obvious from the figures m 
Table l the Soviet economy has made 
substantial progress during last two 
decades. The economic potential of our 
country has increased and became inoie 
sophisticated Each additional per cent 
of economic growth needs greater efforts 
and better organisation of the very 
r pattern of the economy. To get a subs¬ 
tantia] increase in the production of 
basic industrial products one must create 


an adequate economic potential. Figures 
in Table II illustrate this point. 

So, it is evident that economic poten¬ 
tial of the Soviet Union has greatly 
increased during last two decades. 

The strengthening of Soviet economy 
has made it possible to increase during 
this period the scope of economic assis¬ 
tance by the USSR to foreign countries 

During this period the Soviet Union 
has rendered and continues to render 
economic and technical assistance to 
about 60 foreign countries By 1976 
more than 500 industrial and other 
projects were completed with Soviet 
assistance in about 50 countries. The 
break up of the capacities of some of 
these projects is given in Table III. 

The strengthening of the Soviet eco¬ 
nomy and the growth of economic techni¬ 


cal cooperation with other countries 
gives us the opportunity to size up the 
future development of Soviet economic 
ties with other countries, the first among 
them being India. The material for this 
study is provided by the document, just 
adopted by the XXVth Congress of the 
Communist Party of the USSR called, 
“The Guidlines of the Development of the 
National Lconomy of the USSR for 1976- 
1980”. This document outlines the tasks 
for the development of Soviet economy 
for the next, tenth five-year period. 
Some of these tasks are : 

— To apply the latest scientific and 
technological advances to creating new 
production units and modernising and 
re-equipping the operating ones; 

—To sec further improvements m the 
quality standard and product range of 
output Expand the manufacture of new 
articles meeting modern requirements. 


Table 1 

Output of Basic Industrial Products in the USSR 



1955 

1970 

1975 

Electricity—'000 min KWh 

170 

741 

975 

Crude oil—min tons 

70 8 

349 

451 

Coal— min tons 

390 

624 

684 

Pig-iron—min tons 

33 3 

85 9 

99 9 

Steel- min tons 

45 3 

116 

136 

Iron ore--mln tons 

71 9 

195 

225 

Mineral fertilisers- min tons 

9 7 

55 4 

80.3 

Synthetic resins and plastics - 1000 tons 

160 

1 671 

2.491 

Source : I he USSR in Figures for 1974, 

Staties Puhlisers, Moscow 1975, 

p 89. 

Tablf U 



Production of Machines 

and equipment in the USSR 


_ . 

1955 

1970 

1974 

Turbines— min KW 

5 6 

16 2 

173 

Turbine gcneiotois -min KW 

4.5 

iO 6 

16 0 

A. C. electric motors-mil KW 

9 7 

36 3 

44.0 

Metal cutting lathes—*000 

117 

202 

224 

Forge and pies 4 ' equipment—’000 

17 1 

41 3 

48.9 

Blast and Steel smelting equipment - 




*000 tons 

63 

162 

187 

Oil equipment ’000 tons 

49 

127 

172 

Lorries ‘thousands 

328 

524 

666 

Excavators 

5 2 

30.8 

37.1 

Bulldozers „ 

7 5 

33 5 

47.1 

Scrapers „ 

2 0 

98 

13.5 

Looms „ 

16 0 

19.8 

28.8 

Source : Ibid, pp. 86-92, 




371 


n BRUAitY 27, 1976 


EASTBfcN ECONOMISl 



Increase the proportion of top quality 
items in the overall volume of output* 

—To speed up the rate of scientific and 
technological progress as an essential 
condition for increased efficiency and 
intensification of social production, 
and to organically fuse the achievements 
of the scientific and technical revolution 
with the advantage of the socialist eco¬ 
nomic system. 

—To provide for the furtherance of 
fundamental and applied research for 
the benefit of the national economy at a 
faster rate and to strengthen the links 
between science and production. 

On the basis of these guidelines it is 
planned : 

—•To increase the output of industrial 
goods in the five years by 35-39 per 
cent, including capital goods by 38-42 
per cent and consumer goods by 32 per 
cent. 

—To raise labour productivity in indus¬ 
try by 30-34 per cent; 

—To improve the structure of industry; 
to increase in the total volume of pro¬ 
duction, the share of industries which 
most determine technological progress— 
machine-building, chemical, petrochemi¬ 
cals and power. 

—To expand the production of eco¬ 
nomical types of machinery, equipment 
and instruments for all branches of the 
national economy. To increase output 
systematically, raise its technical level 
and quality and improve its operational 
and consumer qualities. 

improving quality 

The Soviet people will endeavour 
during the next five-year period to 
improve quality in all spheres of eco¬ 
nomy. This increase will strengthen 
the competitiveness of Soviet machines 
and equipment on the world markets and 
thus contribute to tho development of 
mutual cooperation with other countries 
The hope for further development of the 
Indo-Soviet cooperation on a bigger scale 
is based on the increase in Soviet capa¬ 
bilities. The Directives envisage a con¬ 
siderable increase both quantitative and 
qualitative, in the production of machines 
and equipment necessary for the develop¬ 
ment of the economy, 

In the heavy machine-building indus¬ 
try the following units shall be developed: 
heavy-duty continuous steel casting 
installations and rolling units; converters 


of 400-ton capacity; high-capacity conti¬ 
nuous J»ot and cold rolling mills; pipe* 
welding and pipe-rolling installations 
with continuous automated production 
processes and programme control; equip¬ 
ment for heat, chemical and electro¬ 
chemical treatment of metals and for 
applying protective coatings to rolled 
stock and pipes; installations for the 
vacuum treatment of steel. 

Indo-Soviet economic cooperation in 
coal and ore mining industry is develop¬ 
ing successfully and has good chances of 
growth as a number of contracts has 
been signed last year for the development 
of these industries with Soviet assistance 
in Singrauli and Raniganj coal fields as 
well as for the development of the 
Malanjkliand copper ore-dressing com¬ 
bine. 


this field it provided bf the ttipalation 
in the Directives aiming at mahttficturing 
during xunft *.fix*year period of the 
necessary quantities of power-generating 
units of 500,000 and 800,000 kw cape* 
city, which shall become the base units 
of power stations operating on organic 
fuel, and also the manufacture of large 
hydraulic and gas turbines. 

Importance is given in the Directives 
to the development of atomic power 
generation. The task has been drawn 
out to organize the batch production for 
atomic power stations of thermal-neutron 
reactors and turbo-units for them of at 
least one-million kw capacity each as 
well as to develop equipment for atomic 
thermal-neutron power-generating units 
of up to 1,500,000 kw in capacity. 


These projects will be executed rapidly 
by the production by the Soviet Union 
of heavy-duty excavators, dump-cars of 
up to 170 tons in capacity, and highly 
efficient machine rigs with a boring 
diameter of up to 400 millimetres. Range 
converters of up to 100-ton capacity 
shall be developed for automatic pro¬ 
cessing of copper. 

20-point programme 

The 20-point programme adopted by 
the Indian Government calls for the 
substantial increase of power production 
in the country with the aid of super- 
thermal power stations. These super 
thermal power stations would need high 
capacity equipment. The production of 
such types of equipment is to be under¬ 
taken by the BHEL plant at Hardwar 
which is one of the major projects of 
Indo-Soviet economic cooperation. A 
few years back first 200 mw turbines 
were produced by this plant with the 
technical assistance of Soviet Union. 

The basis for further cooperation in 


good prospects 

There are also good prospects for the 
development of Indo-Soviet economic 
cooperation in the fields of instrumen¬ 
tation and electronics. The Directives 
provide for the increase the output of 
instruments and means of automation 
by 1.6 to 1.7 times and computer faci¬ 
lities by 1.8 times and also for the 
development of the production of multi¬ 
purpose and controlling computer comp¬ 
lexes, peripheral equipment, instruments, 
devices for the recording and transmission 
of information for automated systems of 
controlling technological processes and 
optimum management in various branch¬ 
es of the national economy, as well as 
for the increase in the output of electro¬ 
nic key-board computers, cash registers 
and weight measuring facilities. 

Even a mere look at the provisions 
of the Directives for the development 
of the USSR economy indicates the 
increasing opportunities for further 
development of Indo-Soviet economic 
cooperation during the next five years. 


Tablb 111 

Capacities of Major Enterprises Built and Being Built with the Soviet Aid 
(as of January 1,1975) 



Unit of 
measurement 

Stipulated 
by agreements 

Comissioned 

Electric stations 
(rated capacity) 

min kw 

9.3 

4.7 

Pig iron 

min t 

15.7 

5.6 

Steel 

min t 

16.4 

4,1 

Rolled metal 

min t 

14.4 

2.7 

Iron ore 

min t 

14.0 

6.7 

Oil (output) 

min t 

50.8 

22.3 

Motor roads 

KM 

2,035 

2,035 

Elevators 

*0001 

466 

333 

Large-panel bousing 

‘000 sq. m 
of floor space 

3.495 

205 
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Furthering Mutual Collaboration 


The third meeting of Intergovern¬ 
mental lndo-Soviet Commission on Eco¬ 
nomic, Scientific and Technical Coopera¬ 
tion is to be held in Motcow in the begin¬ 
ning of April* Established in 1972, this 
Commission became an important forum 
for solving the prospective and current 
questions of lndo-Soviet economic co¬ 
operation. 

It is noteworthy that the Commission 
is meeting after the 25th Congress of the 
Communist Party of the Soviet Union, 
which will adopt the tenth five-year Plan 
of economic development of the USSR 
for 1976-1980. The Plan will map out 
new tasks for the development of all 
branches of Soviet economy and the fur¬ 
ther growth and well-being of the Soviet 
people. 

In particular, the new five-year Plan 
envisages increase in industrial output by 
40 per cent, which will be mainly achiev¬ 
ed through a 33 per cent increase in 
labour productivity. The Plan attaches 
great importance to the expansion of 
USSR’s economic relations with the 
developing countries and to rendering 
them economic and technical assistance 
on a long-term and mutually advantage¬ 
ous basis. 

leading position 

India enjoys a leading position in the 
economic relations of the USSR with 
foreign countries; it is a great fraternal 
country and a reliable business partner. 
A 20-year-long successful develop¬ 
ment of lndo-Soviet economic ties 
is a convincing proof of that. During 
this time, economic and technical coope¬ 
ration between the USSR and India has 
grown a great deal. The present success¬ 
ful development of this cooperation is 
beneficial both to the USSR and India. 
More than SO industrial enterprises and 
other projects constructed with Soviet 
assistance constitute the basis of the 
Indian public sector and stand as ’bea¬ 
cons’ of successful advancement of India 
along the road to economic and social 
progress. 

Economic relations of the Soviet 
Union and other socialist countries with 
India from the very beginning were based 
on the principles of equality and mutual 
benefit. As a result, the widening of 
economic, technical and scientific coope- 


V. N. Koptevsky 

ration among these countries is the con¬ 
cern of all the participants alike. 

Cooperation with socialist countries 
in general and with the Soviet Union in 
particular is of paramount importance 
for India because it essentially helps in 
solving the most complicated economic 
problems which India faces on its way to 
a self-sufficient economy. 

Thus, the efficiency of cooperation of 
the USSR and the other socialist 
countries with India should not, pro¬ 
bably, be estimated in terms of working 
results of projects constructed with their 
assistance and growth of the volume of 
trade only. It should be estimated in 
terms of the influence of such cooperation 
upon the development of social and eco¬ 
nomic processes in India. 

microeconomic basis 

As far as the developing countries are 
concerned—their main task is industria¬ 
lisation and creation of modern infras¬ 
tructure—it is important that their eco¬ 
nomic decisions should be evaluated not 
only on the microeconomic basis, i. e. on 
the basis of each particular project, but 
also on the macroeconomic basis, i. e. 
from the point of view of their impact on 
the national economy as a whole. 

One can also add here that for India, 
which is carrying out an intensive trans¬ 
formation of industrial structure, macro- 
economic considerations dominate in a 
number of cases This was confirmed by 
the Prime Minister, Mrs. Indira Gandhi, 
in one of her speeches in 1969, in which 
she stated that it would be wrong to 
judge the work of public sector enter¬ 
prise^ from the point of view of their 
profitability alone; their main purpose 
is to contribute to the creation of a 
powerful economy. 

Considering the meaning of economic 
cooperation of the socialist countries 
with India, it is necessary to stress us 
leading role in the creation and streng¬ 
thening of the public sector in the Indian 
economy. 

Cooperation of the socialist countries 
with public sector contributes to its tur¬ 
ning into the leading force of economic 
development of the country. This is 


particularly vivid in the field of industry 
where public sector accounts for 25 per 
cent of the total volume of production 
and occupies commanding positions in 
a number of leading branches. The 
situation creates conditions for the 
strengthening of the ragulatory influence 
of the state on economic development 
of the country and provides a reliable 
material base to stand against expansion 
of international monopolies and to con¬ 
tain the development of big business at / 
home. '' 

main aim 

The main aim of public sector in 
India is the implementation of large pro¬ 
jects in the leading branches of industry 
and in the sphere of infrastructure— 
transport, communications etc. The 
need for the participation of state in 
these branches was mainly determined \ 
by the necessity to develop these most ,,, 
important branches expeditious in the '' 
overall interest of the economy and the 
inadequacy of the private sector’s ini- 1 
tiative to undertake this task because 
of high capital requirements and long 
gestation period 

Thus, with the cooperation of the so¬ 
cialist countries, a series of large modem 
industrial projects in metallurgy, energy, 
machine-building, oil extraction and re¬ 
fining, coal mining, etc., have been put 
into operation in India. 

In order to effectively solve the 
problems of industrialisation and taking \ 
into account the long-term perspective, s 
the state investments in industry were 
not guided in the majority of cases by 
profit motive as is the case with the pri¬ 
vate sector The cardinal interest here was 
to create, within the shortest possible 
period, the basic units lacking in eco¬ 
nomic structure 

Therefore, the economic cooperation 
of the socialist countries with India must 
be evaluated from the point of view of 
its influence upon the growth of national 
income, increase in labour productivity, 
savings of foreign exchange due to im¬ 
port substitution, increase in employment 
and rational regional development, in¬ 
crease in the number of qualified per¬ 
sonnel, development of important bran- 
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ches of industry, growth of internal 
savings and export potential, etc. 

The industrial projects constructed in 
India with assistance from the USSR and 
other socialist countries have played, 
and are going to play, an important 
role in the leading spheres of the Indian 
economy; they have produced a stimu¬ 
lating effect upon the economic develop¬ 
ment of the country as a whole. 

By 1975, industrial projects construc¬ 
ted in India with assistance from the 
USSR had produced 25 million tonnes 
of steel, 300,000 tonnes of complex 
heavy equipment and also a large num¬ 
ber of other equipments, 12 power units 
of 200)000 KW capacity each, 38 million 
tonnes of crude oil and enormous quanti¬ 
ties of natural gas. Besides, coal, instru¬ 
ments, drugs and agricultural products 
were produced m large quantities. More 
than 80,000 specialists had been trained. 
The qualifications of a large number of 
engineers, technicians and skilled wor¬ 
kers were being improved. Substitution 
of import products by the above-men¬ 
tioned indigeneous ones enabled the 
country to save enormous foreign ex¬ 
change and created favourable condi¬ 
tions for the development of important 
branches of industry, both in public and 
private sectors 

production of steel 

For example, the production of 23 
million tonnes of steel at the Bhilai plant 
saved the country Rs 1600 crores in 
foreign exchange whereas the total in¬ 
vestment was of the order of only Rs 350 
crores. It was only natural that with an 
acute shortage of foreign exchange, the 
country could not have allocated such big 
amounts for import; the economic deve¬ 
lopment indeed, would have suffered a 
lot. Thanks to creation in the public 
seetor of iron and steel plants, the coun¬ 
try managed to sharply reduce the im¬ 
port share in the total consumption of 
ferrous metals—from 39.9 per cent in 
1955-56 to 19.4 per cent in 1972-73. 
Apart from this. India began to export 
ferrous metals in considerable quantities. 
Export earnings from this source in 1968- 
69 were of the order ol Rs 12 crores 
They have multiplied a great deal in the 
last two years. 

The main exporter of iron and steel 
products from India is the Bhilai steel 
plant. It accounts for about Rs 150 
crores of export earnings. When the first 
stage of the Bokaro steel plant—1.7 
million tonnes steel output per year- 
goes into full production, India will be 


able'to considerably induce the import 
of |Mted plates-the main item of im¬ 
port expenditure at present. The Bokaro 
steel works is the largest Soviet-aided 
project in India. 

When the expansion programmes of 
the Bhilai and Bokaro plants are com¬ 
pleted and each attained a capacity to 
produce four million tonnes of steel per 
annum, India will not only become self- 
sufficient in the production of all types 
of steel but also will be able to export 
significant quantities of steel. 

point to consider 

There is a point in considering the 
role of industrial projects built in India 
with assistance from the USSR and other 
socialist countries in the development of 
backward regions, exploration and uti¬ 
lization of their natural resources, and 
the formation of new industrial zones 
with developed infrastructure as well as 
their contribution to the growth of em¬ 
ployment opportunities and the well¬ 
being of the people. 

As an example, we may take Bihar 
which was formerly considered a mining 
centre only with a low level of develop¬ 
ment of the other branches of industry. 
Now, with the participation of the socia¬ 
list countries, large projects have been 
commissioned there, such as the machine- 
building complex at Ranchi, a coal 
washery at Kathar, a modern massive 
steelworks at Bokaro, a chemical plant 
at Sindri and several other projects are 
under implementation. More than 80,000 
engineers, technicians and skilled wor¬ 
kers are engaged in these projects. At 
the same time, the construction of such 
large projects in the public sector has 
spurred building of schools, hospitals, 
trade centres and other cultural esta¬ 
blishments. It has also encouraged the 
establishment of small enterprises as 
ancillary units. 

Another bright example of such a 
beneficial influence on a backward region 
is that of Bhilai steelworks in Madhya 
Pradesh. Just in a span of a few years, 
it has developed into a modern industrial 
centre, with a population exceeding 
250,000 people. 

The industrial centre near Korba, 
which initially served as a supplemental 
unit supplying electric power and coal to 
the Bhilai complex is now emerging as a 
big complex in itself with assistance from 
the Soviet Union. Hungary and Poland. 
Such projects as a large power station, 
an aluminium manufacturing plant, a 


central elecro-chemical workshop, and a 
coal-mining complex hhute already come 
up there. Korba has now turned into 
a new centre of industrial gravitation* 
“The chain reaction process" of indus¬ 
trialization keeps embracing new regions 
and territories. 

The meaning of public sector enter¬ 
prises for the improvement of the well¬ 
being of the people can be clearly seen 
from what has happened at Bhilai. This 
public sector enterprise provides free 
education, meals in the schools, 
free medical care for both the worker 
and general director, free uniform 
for children whose parents 9 salary 
is less than Rs 500 a month and addi¬ 
tional payment for house rent. In 
Bhilai as well as the mining settlements 
in Raj.ira and Nandini, there are 38 
schools with more than 20,000 pupils. 
Illiterate workers and members of their 
families are also being taught. More 
than 20,000 workers of the Bhilai steel 
plant live in modern well-equipped 
houses. There are several hospitals, dis¬ 
pensaries and first aid stations, cinemas, 
a stadium, sports grounds and canteens. 
They account for Rs 21-23 crores of 
plant’s allocations per annum. 

Bokaro plant 

An active industrialization process is 
taking place now at Bokaro, in Bihar 
due to the construction with assistance 
from the USSR of another large steel 
plant. The same can be said of many 
other states of India. 

The industrial projects constructed 
with the participation of the USSR and 
other socialist countries arc also very 
important from the point of view of their 
profitability, their contributions to the 
centra] budget and retained profits for 
reinvestment. 

The government of India, besides , 
defining the main purpose of public sec¬ 
tor enterprises as a solution of general 
economic and social problems, has a* 
well paid significant attention to the 
question of their profitability. It is 
noteworthy that out of the total net 
profit of Rs 64.4 crores earned by the 
public sector companies in 1973*74, 
more than Rs 55.0 crores was the share 
of the 12 projects constructed with 
Soviet co-operation. The preliminary 
data for 1974-75 show that the total net 
profit of public sector companies has been 
Rs 150 crores out of which the above 
12 projects have contributed as much 
as Rs 75 crores. The best economic 
results have been shown by the Bhilai 
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steel pfent, the Oil and Natural Gas 
O>mmkurion, the Koyali and Barauni 
refineries and the Synthetic Drugs Plant 
at Hyderabad. Taking into account the 
profits of all the public sector enterprises 
Brfeuilt with the participation of the socia¬ 
list countries, these figures become much 
more spectacular. 

Economic contacts with the socialist 
countries are not only a means to re- 
ceive the necessary equipment on a pri¬ 
vileged basis, but it also is a means to 
strengthen the bargaining power of a 
country vis-a-vis the market economy 
countries. The active assistance of the 
socialist countries in the creation of the 
% basis for an independent Indian eco¬ 
nomy has forced the western countries 
to give up discriminating conditions in 
their contacts. They have also now 
started to extend cooperation to the 
public sector. The cases in point are 
the western participation in the non- 
ferrous, oil refining and petrochemicals 
projects in the Indian pubhe sector. 

important suppliers 

Now we can consider the growth of 
India's trade with the socialist countries 
which are not only big consumers of 
India’s traditional export items but also 
of a large number of industrial products. 
The socialist countries are also impor¬ 
tant suppliers of machinery, equipment 
and raw materials to India. 

The rupee payment system, the rigid¬ 
ly regulated mutual supplies, the favour¬ 
able prices for both the imported and 
exported goods in the trade with the 
socialist countries are very important 
for India’s developing economy. The 
report of the IBRD experts on economic 
situation in India in 1973-74 observed 
that it was advantageous for India 
to develop trade with the countries of 
t the socialist world. Jn particular, it 
was stressed that India had an opportu¬ 
nity of exporting its goods to the socia¬ 
list countries at prices higher than those 
prevailing in the world market. 

* Cooperation of India with the USSR 
*Andthe other socialist countries in the 


field of science and technology contributes 
to the creation in the country of a solid 
scientific base, and increases the number 
of qualified personnel, research workers 
and scientists. The joint achievements 
in this field strengthen scientific and 
technical authority of India in the inter¬ 
national arena. The fact that the Indian 
artificial satellite was launched from the 
territory of the USSR is the latest proof 
of that. The second phase of the work 
in this field is now being carried on. 

modern technology 

The government of India and the 
representatives of the progressive social 
and business circles of India highly ap¬ 
preciate the results of economic coopera¬ 
tion with the socialist countries. The 
late Jawaharlal Nehru, Mrs Indira 
Gandhi, ministers of the central govern¬ 
ment, and prominent Indian and foreign 
economists have often spoken in 
favour of economic contacts with 
the socialist countries and their 
great importance to and positive in¬ 
fluence on the political, economic and 
social development of India. It has 
been noted, in particular, that for the 
successful solution of the economic and 
social problems it is cooperation with the 
socialist countries that enables India to 
receive modern technology, know-how and 
capital goods under long-term credits on 
favourable terms and the repayments of 
credits being made in the form is Indian 
goods. The socialist countries do not 
take part in the financial activities of the 
collaborated projects. 

In doing so, India does not have to 
buy, as distinct from the western count¬ 
ries, all equipment, but only that part 
which is not produced in the country. 
Thanks to this cooperation with the 
socialist countries, India can supply the 
latter with a senes of industrial goods 
which are not always competable in the 
western markets, including footwear, 
machines tools, refrigerators, canned pro¬ 
ducts, vaccum flasks, surgical equipment, 
cotton and wool products, equipment for 
garages, etc. Export of goods into 
socialist countries, in a number of cases 
at a higher price, provides for the crea¬ 


tion of a favourable competitiveness of 
Indian goods in the world market. This, 
in turn, results in an increase of the total 
exports of India and influences the ex¬ 
pansion of production in export branches 
of industry. Besides everything else, the 
expansion of economic contacts with the 
socialist countries provides for the supply 
to India of deficit raw materials (oil pro¬ 
ducts, non-ferrous metals, paper, etc) 
without the use of foreign exchange. 
They also strengthen, as was noted by 
the Indian economist M.C.N. Menon, 
the plan and "discipline” elements in the 
external economic contacts of India. 

The visit of the General Secretary of 
the Communist Party of the Soviet 
Union, comrade L. I. Brezhnev, to India 
in November, 1973, became the new im¬ 
portant step in the further development 
of Indo-Soviet economic cooperation. 

The agreement on the further develop¬ 
ment of economic and trade cooperation 
between the USSR and India for the 
coming fifteen years and other documents 
signed by the General Secretary of the 
CPSU Central Committee, L. I. Brezhnev 
and the Prime Minister of India, Mrs. 
Indira Gandhi, create a new and still 
more stable basis for our economic rela¬ 
tions. 

speedy development 

As it follows from the above-mention¬ 
ed documents, the two sides have agreed 
to further develop their cooperation in 
the fields of industry, energetics, agricul¬ 
ture. training of personnel, expansion of 
trade and also in some other areas which 
might prove to be mutually advantageous 
for speedy development. 

Summing up our joint efforts in this 
direction in the light of the results of L.I. 
Brezhnev’s visit to India, it can be said 
that the progress has been very satis¬ 
factory. 

The forthcoming third meeting of the 
Indo-Soviet Commission on Economic, 
Scientific and Technical Cooperation take 
stock of the progress made so far. Some 
concrete measures for further expansion 
and perfection of the forms of economic 
cooperation between the two countries on 
the principles mapped out in the agree¬ 
ment of November 29, 1973,' will be 
worked out. 
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Soviet 


Thb Central Committee of the Com¬ 
munist Party of the Soviet Union recently 
published the guidelines for the tenth 
five-year Plan, 1976-80, which it had pre¬ 
pared for the consideration of the forth¬ 
coming XXV Congress of the CPSU. 

The CPSU considers the tenth Plan as 
a “further important stage in building 
the material and technical basis of com¬ 
munism, improving social relations and 
moulding’ the new type of man and deve¬ 
loping the socialist way of life.” The 
principal objective of the Plan, according 
to the guidelines or draft, is to raise both 
the material and cultural standards of the 
Soviet people and increase the efficiency 
of the economy. 

As usual, the guidelines of the tenth 
Plan provide for a balanced development 
of all the sectors of the Soviet economy. 
According to the draft, the national in¬ 
come of the Soviet Union will go up by 
24 to 28 per cent by 1980, while the wages 
and salaries of workers and employees 
would be raised by 16 to 18 per cent, 
making the average income in the Soviet 
Union 170 roubles per month, as against 
the average of 126 roubles per month in 
1971. 

Regarding the industrial sector of the 
economy, the target of the draft Plan is 
to achieve an increase of 35 to 39 per 
cent in five years. It is proposed that 
the output of capital goods should go up 
by 38 to 42 per cent and those of consu¬ 
mer goods by 30 to 32 per cent. 

increased targets 

In the iron and steel industry, the tar¬ 
get is to raise by 1980, the production of 
ingots to 160-170 million tonnes and 
that of finished steel products to 115-120 
million tonnes, as against 121 million 
tonnes and nearly 90 million tonnes res¬ 
pectively, in 1971. 

As regards power, it is proposed to en¬ 
sure in 1980 production of 1340-1380 
thousand million kilowatt-hours of elec¬ 
tricity. During the tenth Plan, work 
will continue on forming a single power 
grid for the entire country by Unking the 
systems of Siberia and Central Asia with 
the European system and by building 
508,000-750,000 and 1,150,000 volt power 
transmission lines. 

The production of oil is to be stepped 
up to $20-640 milUon tonnes by 1980, as 
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against 372 million tonnes in 1971. Simi¬ 
larly, the production of coal is to be raised 
by that year to 790-810 million tonnes. 
In 1971, coal output in the Soviet Union 
was of the order of 641 million tonnes. 


The draft also indicates the production 
of new equipments that will be taken up 
during the tenth Plan. For instance, it 
is proposed to manufacture power gene¬ 
rating sets of 500,000 and 800,000 kws 
capacity. In the heavy machine build¬ 
ing industry, the following units will be 
developed: heavy-duty continuous steel 
casting installations and rolling units; 
LD converters of 400 tonnes capacity; 
high capacity continuous hot and cold 
rolling mills; equipment for heat, chemi¬ 
cal and electrochemical treatment of 
metals and for applying protective coat¬ 
ings to rolled stocks and pipes; installa¬ 
tions for the vacuum treatment of steel, 
etc. 

novel feature 

A novel feature of the draft Plan is 
that it lays a good deal of emphasis on 
cutting down the wastage of material 
resources and bringing down production 
costs. For instance, it is proposed that 
the engineering and metal working in¬ 
dustry should save 14 to 16 per cent of 
rolled metal; that the country should cut 
fuel consumption rates for boiler and 
stove heating by three to four per cent, 
electricity and thermal power by five per 
cent and petrol and fuel oil consumption 
in road freight haulage by eight per 
cent. As regards production costs, it 
is proposed that the industry as a whole 
should reduce costs by four to five per 
cent. The engineering industry is envi¬ 
saged to bring down its production 
costs by as much as 9 to 10 per cent. 

The main task in agriculture is to be 
ensuring of further growth and greater 
stability in farm output. State stocks of 
agricultural produce are also to be built 
up. 

It is quite well known that the climatic 
conditions in the Soviet Union are parti¬ 
cularly harsh for agriculture. As a 
result the agricultural output in the 
Soviet Union has been experiencing 
wide fluctuations. Severe droughts, ac¬ 
companied by heavy snowfall, twice 
marred the Soviet agricultural output 
during the ninth plan.- It is, therefore , 

w 


unlikely that the Soviet Union would be 
able to overcome the hostile climatic 
conditions in the tenth plan. They have 
no option but to face them for some more 
time to come. As Paul Gregory and Robert 
Stuart point out in their book Soviet 
Economic Strcuture and Performance* 
"It must be noted that Soviet agriculture 
has been, and will continue to be, plagued 
b> unfavourable natural conditions. 

permafrost 

“The regional diversity of the Soviet 
country side defies generalisations—yet 47 
percent of theterrirotyis under permafrost, 
the north and northwest have an over¬ 
abundance of 96 moisture, while the south 
has very little moisture. Climatic factors 
have led to great instability in year to 
Year production *' 

In spite of the havoc the climatic con¬ 
ditions have been playing with the 
Soviet Union, it is proposed in the draft 
plan to raise the annual gross average 
grain harvest to 215—220 million tonnes. 
This target is to be achieved by further 
improving the structure of the areas under 
crop, raising yields through making ir ore 
effective use of mineral and organic ferti¬ 
lisers, putting larger areas of reclaimed 
lands under cultivation, introducing high- 
yielding strains of seeds, and improving 
the methods of grain cultivation 

The draft plan lays emphasis on fur¬ 
ther improving the living standards of 
the people. As in the ninth plan, the 
wages and salaries of workers in the non¬ 
productive sectors of the economy will 
continue to be raised. 

The production of consumer goods such . 
as furniture, TV seta, refrigerators, came¬ 
ras, tape-recorders, electric vacuum 
cleaners would be increased further and 
their quality improved. At the same time, 
retail prices of basic foodstuffs and 
manufactured goods are proposed to be 
kept stable. 

In sum, the draft of the tenth plan 
does not make any significant departure 
from the earlier plans. It is one more 
step in a long series to further strengthen 
the Soviet economy and improve the 
living standards of its people. 


♦New York, Harper & Row Publishers, 1974, P* 
260 
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India has been one of those countries 
which has a comprehensive programme of 
industrial estates. The industrial estate 
programme has come to stay in India, 
and the results of this experiment in 
industrialisation are eagerly awaited by a 
number of developing countries. But is 
India proceeding along right lines in 
this important field? Are we pursuing a 
correct policy? And what have been the 
• results? Have tiie many industrial estates 
set up in the country successfully realised 
the objectives in view? 

The Ffficacv of Industrial Estates in 
India is an excellent: tudy by N. Somase- 
kbara which makes an attempt to provide 
answers to some of these fundamental ques¬ 
tions that need to be raised m this field. 
This is a unique study in that the author 
carried out a research study covering the 
industrial estates in Mysore in 1962 and 
this was supplemented by a follow-up 
study of practically the same industrial 
estates ten years later in 1972, with a 
view to ascertaining their progress during 
the decade. What is more, the author 
’'as a sort of comparative index has also 
on bjth the occasions carried out re¬ 
search in reg trd to small industries opera¬ 
ting outside the industrial estates in 
Mysore with a view to evaluating compara¬ 
tive performance of both over the decade. 

,♦ wide validity 

Though the study is restricted to 
Karnatak the lessons drawn appear to be 
valid for the entire country. Also the 
recommendations made by the author on 
the basis of his study appear to be of rele¬ 
vance to practically all other industrial 
restates in the country. It is this which 
flakes N. Somasekhara's study of ab- 
^rbing interest to all concerned with 


the problems of industrial estates in the 
country. 

As in the case of most other things, 
we have borrowed the programme of 
industrial estates from abroad. The 
industrial estate has been a multi-pur¬ 
pose tool and an omnibus technique tak¬ 
ing care of a number of problems— 
provision of suitable factory premises, 
utilities, facilities and services, economy 
in investment on social overheads, in¬ 
creased scope for inter-servicing and 
inter-trading, development of comple¬ 
mentarity in production and creation of 
the spirit of cooperation, decentralisa¬ 
tion of industry for the development of 
backward areas, rural industrialisation, 
achieving a specific locational pattern, 
town planning, removal of slums and so 
on and so forth. 

general failure 

To what extent have the industrial 
estates in Karnataka in particular and 
those in India in general succeeded 
in playing this multi-purpose role? The 
findings of the author indicate general 
failure of the industrial estates in India 
in achieving most of the objectives men¬ 
tioned above. 

According to the author, the industrial 
estate programme failed to effect a break¬ 
through in creating new enterprises. 
Industrial estates had become a sort of 
‘a permanent settlement for small in¬ 
dustries’. With regard to the improve¬ 
ment of efficiency, the success was more 
apparent than real. The industrial es¬ 
tates had not become intrinsically stron¬ 
ger even after a decade; if anything, the 
efficiency measured by economic and tech¬ 


nical indices had gone down considera¬ 
bly. The productivity of labour in the 
industrial estates had also gone down to 
a large extent. The industrial estates 
had become relatively more capital in¬ 
tensive. They have not been effective 
employment creators. Neither the gross 
output nor the gross earnings had in¬ 
creased at a faster rate tlian in the case 
of small industrial units outside the 
industrial estates. The industrial estates 
had sustained and nurtured the other¬ 
wise inefficient small enterprises which 
would have died a natural death. 

lack of programme 

With regard to the secondary objective 
of industrialisation of backward areas, 
the author’s finding is that the objective 
has not been realised ‘to any perceptible 
degree*. Nor has the objective of rural 
industrialisation made any dent on slum 
clearance, relieving cities of congestion 
and overcrowding; nor has the pro¬ 
gramme provided employment oppor¬ 
tunities of the type ‘earn while you learn’ 
to students of universities and polytech¬ 
niques On the whole the industrial 
estates have not proved to be economi¬ 
cally viable. The failure in all these 
respects appears all the more glaring in 
the face of the fact that the industrial 
estates had superior command over 
finance from both institutional and non- 
institutional agencies. In fact the easy 
availability of finance has led very often 
to over-capitalisation, higher inventories, 
larger fixed investments and under-utili¬ 
sation of capacities. Nor have indust¬ 
rial estates proved viable from the point 
of view of the state government. There 
are huge rental arrears, abnormal recur¬ 
ring expenditure by the state on social 
and economic overheads, higher inci¬ 
dence of vacancy of sheds—all resulting 
in annual financial loss to the state 
governments. 

Why have industrial estates failed to 
realise most of the objectives? Accord¬ 
ing to the author the reasons in the case 
of the industrial estates are—choice pf 
location of industrial estates without 
adequate pre-location studies, inadequacy 
of social and economic infrastructure 
facilities, the absence of pre-cxistencc 
nf inrhistri.il environment as» also of 
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the necessary social and economic 
environment, inadequacy of service facili¬ 
ties within industrial estates, the idle 
capacity and failure to use the idle capa¬ 
city, inadequacy or irregularity of demand 
which is due to failure to study the nature 
of demand before setting up many units, 
lack of coordination among various in- 
stitutional agencies purporting to assist 
the development of small enterprises in 
the industrial estates and the quantitative 
rather than qualitative approach of the 
government to industrial estates in the 
country. 

workable suggestions 

The m?st import part of the book in 
one sense is that which contains sugges¬ 
tions for bringing about improvement 
in the working of industrial estates in the 
country, make them economically viable 
and enable them to realise the various 
objectives. Some of the important sug¬ 
gestions of the author are as follows. 

: The author is of the opinion that the 
mechanical approach of establishing one 
industrial estate in each district must be 
abandoned. Some districts may deserve 
I more industrial estates and some no 
: industrial estate at all. Location should 
i be determined on the basis not of 
; administrative divisions of the state but 
! on the basis of availability of essential 
: requirements. The author is also op- 
1 posed to a bigger number of smaller 
industrial estates; on the contrary, ac¬ 
cording to the author, bigger industrial 
estates are needed in India and should 
be experimented with. The pre-existence 
of m'.nimim of ecanonrc and social 
overheads is also very important. The 
author thinks that for purposes of en¬ 
suring a good location the wnole state 
should be taken as a unit and should be 
divided into ‘homogeneous economic 
areas’ (as was done in Italy) from the 
point of view of existing and potential 
natural resources. The temptation of 
administrative convenience should be 
resisted. 

After choosing the site of an industrial 
estate, studies of benefits and costs of 
alternative sites should also be carried 
out, taking into consideration factors 
like distance to be commuted by wor¬ 
kers, transport costs of raw materials 
and finished goods, easy access of the 
estate to customers and so on. Further, 
once the site is chosen, all efforts should 
be made to provide all the necessary in¬ 
frastructure facilities along with the in¬ 
dustrial sites. It should be ‘operation 
bootstrap* as in Puerto Rico. Another 
suggestion which the author has made 
is that industrial estates should be loca¬ 
ted near large industries aud not neces¬ 
sarily near large cities. Existence of 


largi industry nearby will create external 
economies and economies of agglomera¬ 
tion and also provide entrepreneurs 
from among the ranks of its skilled wor¬ 
kers. Attention should be concentrated 
on the physical planning of the indust¬ 
rial estate, especially the lay out. Sheds 
need not display architectural feats, but 
should be strictly functional. Strict 
economy should be observed in construc¬ 
tion. This will enable reduction of 
rent. The answer to low rent is lower 
cost of production of sheds and not higher 
subsidy. Construction practices should 
be standardized. The construction time 
should also be minimised. Easy availa¬ 
bility of sheds and low rent will make 
industrial estates popular and attract 
entrepreneurs. 

According to the author, it is very im¬ 
portant to pay attention to service facili¬ 
ties within the industrial estates. The 
utilities, facilities and services should 
corns first and should come in full swing, 
as otherwise the development of small 
enterprises will be stunted. 

careful selection 

The author wants that the industries to 
be housed in the industrial estate should 
be selected carefully on the basis of avail¬ 
ability of raw materials, skills, nearness 
of the market and so on. The author's 
important suggestion is that homogeneous 
group of industries as far as possible 
should be housed in one industrial es¬ 
tate. This means, instead of thinking in 
terms of industrial estate in each district, 
it is better to think in terms of an indust¬ 
rial estate for each industry such as 
‘Machine Tools Industrial Estate’, ‘Tex¬ 
tile Machinery Industrial Estate* and so 
oa. This according to the author, would 
mike the industrial estate economically 
viable. 

Further, there is the suggestion that care 
should be taken to see that technique 
used in industrial estates does not become 
unduly capital intensive. This is because 
the fundamental justification for the 
development of small enterprises for 
which industrial estate is an instrument 
is that they require relatively less capital 
and employ more persons per unit of 
output. The author also feels that the 
bane of all promotional schemes for 
small enterprises in India has been the 
multiplicity of agencies dealing with 
different matters such as technical ad¬ 
vice, hire-purchase of machinery, raw 
materials, import of raw materials, quota 
of irou and steel, marketing, finance 
and so on. It is better to consolidate 
all the services rendered by different 
institutions and amalgamate them into 
one institution as in Burma. 

The author firmly believes that the 


miserable existence of one hundred and 
odd industrial estate* uniformly die* 
tributed over the whole geographical area 
and in all thte nooks and comers of the 
country will produce no worthwhile 
impact on the industrial growth of either 
the area or of the country, nor achieve 
the various objectives aimed at. Instead^ 
he favours giant industrial estates in each 
homogeneous economic area/ The im¬ 
pact of such industrial estates would be 
strong enough on the economic svstem 
of the country. This naturally calls for 
considerable shift in official thinking 
and in government policy. * 

Since the establishment of the first 
industrial estate in the country in 1955, 
more than hundred industrial estates 
are operating in the country at present. 
But unfortunately,they have not produc¬ 
ed any worthwhile impact on the eco¬ 
nomy, nor achieved the various objec¬ 
tives in view. It is high time that serious 
thought is given to their functioning. 
This is precisely what N, Som&shekhara 
has done for which he deserves congra¬ 
tulations. India has travelled a consi¬ 
derable distance in matters of establish¬ 
ing and working of industrial estates 
which means in respect of the existing 
industrial estates, some of the sugges¬ 
tions put forward by the author cannot 
be put into operation, though while esta¬ 
blishing new industrial estates those 
recommendations may be taken into 
account. But most of the suggestions of 
the author can be put into operation 
without creating much disturbance in the 
existing industrial estates in the country. 
There is no doubt that these suggestions 
will improve the efficiency of industrial 
estates. 

The book will be useful to research 
students in the field of small enterprises 
and to policy-makers concerned with 
industrial estates. 

MONETARY UPHEAVAL 

The world has been experiencing com* 
plex changes in the international monc-, 
tary field during the 1970s. The steep 
rise in the price of oil has only made the 
matters worse. It might be rightly said 
that never before has the world witnessed 
such upheavals in international mone¬ 
tary sphere as during the last four or five 
yean. 

What is the nature of this crisis? Why 
was it caused? How is the world adjust¬ 
ing itself to the new complex situation? 
What about the future prospects? These 
are some of the questions agitating the 
minds of students of monetary afiairs in 
recent yean. It is true that a large, 
number of publications have been steadily 
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coining *out toglyaing the situation. But 
either the books are too technical or 
beyond the comprehension of ordinary 
readers due to one or the other reason. 
The Institute of Financial Management 
and Research, Madras, has therefore 
done well to bring out Oil—Inter¬ 
national payments and Reform which 
certainly enables ordinary reader to know 
all that he needs to know about the oil 
crisis, the resulting complex international 
monetary situation, and the nature of 
attempts being made to tackle the com¬ 
plex problems. 

difficult period 

Even before the world crisis of 1971, 
the world economy was passing through 
a very difficult period, with high rates of 
inflation, low rates of economic growth, 
serious balance of payments difficulties 
and a general disarray in international 
trade and payments arrangements. The 
abnormal situation was symbolised by 
the suspension of the convertibility of 
the US dollar in mid-August 1971, lead¬ 
ing to international currency chaos and 
widespread adoption of the system of 
floating exchange rates. It was feared 
that the world would return to the 
beggar-thy-neighbour policy followed 
during the inter-war period. Fortuna¬ 
tely for the world, this did not happen. 
In December 1971 there was the Smith¬ 
sonian Agreement among the members 
of the IMF in terms of which the US 
dollar was devalued a little and countries 
of the world returned to the system of 
fixed exchange rates which had been the 
linch-pin of the IMF system. 

Unfortunately it so turned out that the 
Smithsonian Agreement was only in the 
nature of a truce for the international 
monetary system which again plunged 
into disarray with some major curren¬ 
cies notably US dollar, pound sterling 
and lira being in serious trouble. Cor¬ 
respondingly currencies such as Swiss 
franc and Deutsche mark became very 
'strong with the rest of the world seek¬ 
ing the two currencies both as reserves 
and for making speculative profits. Dur¬ 
ing this period we noticed currency after 
currency moving on to the floating system. 

. A second devaluation of the US dollar 
m 1973 did not help matters much. The 
year 1973 saw the world moving to the 
systems of floating exchange rates, even 
the major currencies of the world moving 
up and down to a considerable extent. 
At the same time reflecting the imbalan¬ 
ces m international payments and high 
^rate of inflation all the world over, the 
'price of gold which had been artificially 
pegged at #35 an ounce moved to $42.22 
m February 1973 and to $200 by 1974. 


It meant for all practical purposes the 
death of the Bretton Woods system! 

It is however remarkable how inter¬ 
national monetary and economic system, 
like human body, can adapt itself rapidly 
to changing situations and manage to 
survive serious stresses and strains cau¬ 
sed by various factors including political 
ones. In the above context, reform of 
the international monetary system be¬ 
came more urgent than ever before. In 
a sense, the process of reform was already 
in operation for quite some time. It 
had begun in 1962 with the conclusion 
of the general agreement to borrow in 
terms of which ten developed countries 
of the IMF such as the USA, the UK, 
West Germany and Japan agreed to loan 
resources to the IMF for an aggregate of 
£ 6 billion, for lending to member count¬ 
ries experiencing balance of payments 
difficulties. But the outstanding develop¬ 
ment in the reform of the international 
monetary system was the birth of inter¬ 
national money in the form of Special 
Drawing Rights (SDRs). This decision 
was taken in 1967 and there have been 
issues of SDRs in 1970, 1971 and 1972, 
the aggregate of three issues amounting 
to 9.3 billion. 

balance of payments 

The balance of payments surpluses and 
growth of reserves of the oil-exporting 
countries assumed phenomenal magni- 
nitude posing tremendous problems. By 
1974 the balance of payments on current 
account of the oil-exporting countries 
aggregated to about $70 billion and their 
reserves increased to $ 32 billion. Natu¬ 
rally the financing and investment of 
surpluses of such large magnitude posed 
numerous complex problems. The man¬ 
ner in which these problems are being 
tackled is truly remarkable. 

It is noticed that oil-exportir.g count¬ 
ries are trying to enlarge their imports 
considerably, though the capacity to 
import has varied from country to coun¬ 
try. Further, the surplus countries, parti¬ 
cularly the West Asian countries have 
begun acquiring shares and properties 
in developed countries. They have also 
started re-equipping in a big way their 
defence equipment going in for all the 
sophisticated arms that they can buy 
from deficit developed countries which 
are eager to sell them for financing their 
oil purchases. This may rot be the most 
satisfactory arrangement but at least 
temporarily it solves the problem of fina¬ 
ncing the deficits. Further, a lot of morcy 
has come to be invested in the Euro- 
Currency markets, these futds being 
lent to other governments, quasi-govern- 
mental agencies and large business cor¬ 


porations. The oil-exporting count¬ 
ries have also been providing a lot of 
assistance to developing countries on a 
bilateral basis in the form of credit and 
to some extent grants. They have been 
participating in multilateral programmes 
through the aegis of the IMF and the 
World Bank. 

In these ways the problem of financing 
or investing the surpluses is being 
tackled. But by and large all these 
arrangements are lending arrangements 
carrying fairly high rates of in¬ 
terest. This means that the burden of 
paying interest and repayment of princi¬ 
pal is quite heavy, especially for the 
developing countries. This also means 
that long-term solutions will have to be 
found to expand the earning power of 
developing countries to meet the mount¬ 
ing oil-bill and also to finance other 
imports vital to their economic develop¬ 
ment. 

As the Smithsonian Agreement failed to 
provide an effective answer to the troubles 
of international monetary system, the 
committee of twenty appointed by the 
IMF submitted its report in 1974 recom¬ 
mending that the new exchange rate sys¬ 
tem should be stable and adjustable. 
According to their recommendations gold 
is to be gradually eliminated from the 
international monetary system and so is 
the US dollar as an international reserve 
currency; the Special Drawing Right is 
to become the sole form of addition to 
international liquidity. It also recommend¬ 
ed that the problems of developing coun¬ 
tries should receive special attention, and 
effort should be made to provide some 
link between the issue of SDRs and the 
provision of development aid to the ejeve- 
loing countries. But in the face of oil 
crisis in the last quarter of 1973. there 
has been a lot of delay in implementing 
the recommendations, though some pro¬ 
gress has been made. 

an obsession 

One begins to worder whether there 
has not been a sort of obsession with ex¬ 
change rates. The exchange rate mecha¬ 
nism appears to have been made the 
scapegoat for the failure to make struc¬ 
tural readjustments in the economies of 
some leading countries in the face of the 
emergence of powerful competitive eco¬ 
nomies in the world and also in the face 
of economic development taking place 
in backward countries. 

The authors base succeeded eminently 
in prcer.tipg complex materials in a com¬ 
pact ard lucid manner. Since oil and 
foreign exchange crises affect practically 
every one of us, an intelligent apprecia- 
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tion of the various issues involved is 
absolutely necessary to the common 
man. From the point of view of the 
common reader, this happens to be easily 
one of the best books on the subject. 

BANKING EXPANSION 

Since 1969 massive branch expansion 
has been a major developmental activity 
of commercial banks. Thus between 
1969 and 1974 some 8,524 new branches 
were opened. The authors of the small 
but highly analytical booklet Branch 
Expansion Planning for the Banking In¬ 
dustry have raised a fundamental ques¬ 
tion as to whether “this is the best that 
could ‘have been achieved or whether 
qualitatively a better picture would have 
emerged had different strategies been 
followed since the nationalisation of 14 
major commercial banks.” According 
to the authors, the qualitative character 
relates primarily to the reduction in dis- 
pirities among various states and districts 
of the country (horizontal mobility) and 
among rural and urban places within a 
state or a district (vertical mobility) in 
respect of banking presence. The authors 
firmly believe that the banking map of 
the country could no doubt have been 
changed, if branches to be opened were 
allotted in advance to different areas 
with the specific objective of reducing 
both types of disparities. With that end in 
view, the authors have formulated a 
district-wise branch expansion plan for 
the period of the fifth five-year Plan 
(1974-79). 


According to the authors, branch ex¬ 
pansion programme can be split into 
two sequential stages. The first stage 
would be to allocate branches-to-be- 
opened to various geographical areas 
in such a way that the above mentioned 
objective (horizontal mobility) is fulfilled. 
The second stage would be to identify 
prospective bank centres within each 
geographical area and to work out a 
centre-wise distribution of branches that 
have been allocated to this geographical 
area in the first stage. The authors have 
cAiled the first stage ‘branch allocation’, 
and the second stage ‘branch location’. 

The geographical unit in banking allo¬ 
cation study could be either a state, or a 
district within a state, or a block within 
a district. A state could be too large 
and too heterogeneous a unit for an 
allocation exercise to produce desired 
results. On the other hand according to 
the authors, block within a district would 
pose the problem of availability of block- 
wise data necessary for a meaningful 


analysis The authors therefore have 
decided on the selection of district as the 
geographical unit for allocation, “it being 
sufficiently micro to avoid serious con¬ 
founding and sufficiently macro to avoid 
serious problems on non-availability of 
requisite data.” 

According to the authors, the aim of the 
banking allocation programme should 
be to bring about maximum reduction 
in the currently existing disparities in 
respect of banking presence among 
various districts in the country and bet¬ 
ween underdeveloped and more deve¬ 
loped areas within each district which 
in effect means levelling the imbalance 
between the thin banking structure in 
rural areas and the thick network of bran¬ 
ches in urban areas within the district. 
The authors have felt it necessary to set 
one mire objective, namely “to optimise 
the use of the costly resources of the com¬ 
mercial banks (physical structure, tech¬ 
nical skills of banking personnel, etc) 
by minimising the extent of non-utilisa¬ 
tion of such resources at all times and 
at all places.” 

economic indicators 

According to the authors, in order to 
satisfy these objectives, it is necessary to 
define initially a measure for identify¬ 
ing disparities in respect of banking pre¬ 
sence. Several economic indicators like 
the district income and annual produc¬ 
tion are available. However, these indi¬ 
cators which might have been appropriate 
when banking was a totally commercial 
and private sector activity may not be 
regarded as useful in the changed context. 

After entering the public sector with 
a specific task of converting ‘class bank¬ 
ing into mass banking’, any global econo¬ 
mic indicator like district's income would 
become relatively less useful. Instead 
a parameter referring to the size of the 
potential clientele population like the 
size of earning population or the number 
of households or adult population or 
just the total population of the district 
would be more useful. According to the 
authors, it would be both appropriate 
and safer to opt for the total population 
since it is the basic demographic para¬ 
meter as data on it as well as authentic 
predictions for future are available. In 
brief, the banking presence in a district 
or in an area within a district should be 
measured in terms of population served 
per bank branch. 

In view of the specific task of agri¬ 
cultural financing to be performed by 
banks in rural areas, an alternative would 
be to use a measure based on 'the effective 


area concept 9 . The effective area in thi* 
context could be taken aa the gross crop* 
ped area of the district. A measure for 
banking presence in rural areas could 
thus be defined by relating the number 
of rural branches to the gross cropped 
area. 

After defining the indicators, namely 
population for the district and gross 
cropped area for rural areas, the authors 
have suggested measures for giving effect 
to realise the objectives. In relation to 
the first objective, the districts suffering 
from very poor banking presence should 
be improved on an emergency basis. 
Second, the districts which today boast 
of a thick network of bank branches need 
not necessarily be improved further on 
either of two measures. Though these 
districts may be in a position to sustain 
even thicker network of bank branches, 
it would mean depriving other districts 
which are poorly served by banks. 

In relation to the second objective, it 
may be necessary to operate branches 
of different sizes. Thus larger number 
of smaller branches would be necessary 
where the clientele population (human 
population or gross cropped area) den¬ 
sity is very thin; on the other hand, larger 
branches in smaller numbers would be 
quite sufficient to serve a very dense clien¬ 
tele population. According to the au¬ 
thors, such a policy would facilitate opti¬ 
misation of physical and financial resour¬ 
ces with the banking sector. 

new branches 

According to the authors, it should 
certainly be within the capacity of the 
banking sector to open about 9,000 new 
branches during 1974-79 at properly 
selected places on the basis indicated 
above and operate them efficiently, while 
improving the efficiency of the existing 
branches. This will increase the total 
number of bank branches to a little more 
than 25,000 by March 1979 and with an 
estimated population of 636.8 million' 
in 1979, will bring down the population 
served per branch to 25,000. 

Out of the total of 8,524 branches 
opened during the last five years, 4,469 
or a little over 50 per cent were opened 
in rural areas. Maintaining about the , 
same pattern would be a good balance 
between what is necessary from the 
national point of view and what is feasi¬ 
ble from the point of view the commer¬ 
cial banking sector. This would amount 
to allocation of about 4,500 branches to 
rural India out of the total of about 9,000 
branches, bringing down the gross crop-' 
ped area per rural branch from 284 sq 
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km ta about 170 sq km* The authors 

* therefore have fixed the rough goal of 
9,000 branches during the period of the 
fifth Plan with about 4,500 branches in 
rural areas. 

* With this plan model in view, the 

* authors have worked out the details of 
branch allocation and location in each 
one of the states as also in each one of 
the districts on the basis either of popula¬ 
tion or gross cropped area whichever 
is relevant. 

Commercial banking in India has made 
considerable progress since 1969 in res¬ 
pect of branch-expansion programme. 
But there appears to be little thought 
given to the vital issue of planning this 
branch-opening programme. The au¬ 
thors therefore have succeeded in provi¬ 
ding a framework which appears fairly 
satisfactory for the opening of branches 
during the next five years. The detailed 
tables worked out by the authors cou’d 
serve as useful guidelines for opening 
branches in different districts and rural 
areas of the country. 

ROLE OF IDEOLOGY 

Zafar Imam has made an attempt 
to analyse “the role of ideology in the 
external norm and conduct of Soviet 
society.** There has been a long-stand 
ing debate as to whether and to 
what extent ideology plays any role m 
Soviet policy. This debate acquired a 
new edge when the Soviet Union began 
to take keen interest in Asian aiTairs. 
With a view to examining this debate, 
the author of Ideology and Reality 
of Soviet Policy in Asia — Indo-Soviet 
Relations 1947-60 has undertaken a detai¬ 
led study of Soviet relations with 
India during this period. How far 
was the Soviet ideology followed m 
Soviet relations with India? Or did 
Soviet ideology got transformed m the 
face of the realities which the Soviet 
Union faced m Asia in general and in 
India in particular? Since much of India's 
future will be influenced by our relation¬ 
ship with that super power, it would be 
instructive to know what the author 
who had the benefit of stay in the Soviet 
Union has to say on this vital issue. 

The post-war Soviet policy in Asia can 
be understood only against the back¬ 
ground of the qualitative changes which 
have come about in the international 
situation since the end of the World War 
II. The beginning of the process of the 
liquidation of the colonial system, the 
assertion of political independence by 
former colonies, their subsequent struggle 
to achieve economic independence and 


some other world developments have 
led to the transformation of international 
politics of post-war years. 

western orientation 

Early Russian Marxist movement had 
acquired a definitely western orientation 
in its revolutionary programme and 
action. The Russian revolutionaries be¬ 
lieved that “the colonies could be led to 
emancipation only through the revolu¬ 
tionary action of the working class of 
the mother countries.” Paradoxically, 
it was the success of the October Revolu¬ 
tion which exposed the myth of a purely 
western orientation of revolutionary 
movements and thus it proclaimed the 
feasibility of linkages between the east 
and the west for a worldwide revolu¬ 
tionary process. Lenin even visuali¬ 
sed the possibility of tribal-feudal and 
traditional peasant societies as in the 
colonial countries of the east skipping the 
stage of capitalistic development and 
thus leaping into an age of socialist cons¬ 
truction. Thus the theoretical contro¬ 
versy regarding the precedence of the 
west over the east in the revolutionary 
process was resolved by forging a link 
between them with distinct role assigned 
for the realisation of the common goal. 


However, in the conduct of the Soviet 
foreign policy, a distinctly western orien¬ 
tation became more and more pronounc¬ 
ed, although liquidation of the colonial 
system remained one of the objectives of 
the international communist movement. 
This was so in view of the character of 
international political developments dur¬ 
ing the intcr-war period, and also because 
of the weak position of the Soviet Union 
in the comity of nations then. Thus 
before 1947 Soviet Russia's actual rela¬ 
tions with the Asian milieu as distinct 
from her interest in it were limited. Only 
Iran, Afghanistan, Turkey, China and 
Japan were the main areas of contact. 
This means broadly speaking, in spite of 
espousing the cause of national liberation 
movement in the east, the Soviet Union 
had little experience of actually operating 
in non-Soviet Asia. There was thus a 
clear information gap. 

With the establishment of diplomatic 
relations with India in 1947, the Soviet 
Union came in real contact with a 
characteristic Asian environment, earlier 
Soviet experience with China and Japan 
having been inhibited by the nature of 
turmoil in China and military confron¬ 
tation with Japan. This means, accord¬ 
ing to the author, “in many ways the 
beginning of state relations with an in¬ 
dependent India was a starting point of 


the USSR's contact with Asian reality 
outside the Soviet borderlands.” 

The whole of Asia was passing through * 
turmoil and mass upsurge against politi¬ 
cal oppression and colonial exploitation 
and was involved in the process of trans¬ 
forming the old colonial system into a 
viable national political system. Dur¬ 
ing 1946-50, China was going through a 
revolutionary process and the Soviet 
leadership was looking hopefully to China 
to trigger off a series of revolutions gra¬ 
dually enveloping other Asian countries. 
Hence, there was noticeable absence of 
any effort on the part of the Soviet Union 
to understand Asian reality which ex¬ 
plains the comparative indifference of 
the Soviet Union to the political inde¬ 
pendence of the Asian countries such as , 
India, Pakistan, Burma and Ceylon. / 

capitalist efforts 

But by 1950 it became clear to the 
Soviet Union that Chinese revolution 
had failed to trigger off similar revolu¬ 
tionary process in other Asian countries. 
On the other hand the capitalist camp 
was making desperate attempts to win 
over the Asian countries into its fold* 
Also in most Asian countries the ruling 
national-bourgeoisie had managed to 
consolidate their rule and a period oj 
stability had set in. Thus by the begin* 
mng of 1950s, the Soviet Union decided 
to embark on her task of groping with 
realities of non-communist Asia. This 
process was initiated in early 1950s even 
when Stalin was alive. Important fac¬ 
tors such as the restoration of Soviet 
economy after the war, the emerging patj 
tern of balance of terror and above all 
the rising new voices of emergent Asian! 
nationalism all contributed their share 
to this changed attitude of the Soviet 
Union. And yet during 1950-58 th 
Soviet Union used to associate China i ¥ 
all its moves concerning Asia. j 

The initially slow process of groping 
with the Asian reality began picking up 
after the death of Stalin A drive was 
launched towards normalisation of statcJ 
relations with Asian countries thus pavj 
mg the way lor increasing the momentum) 
of the process of understanding Asian 1 
reality -this in spite of Lenin’s thesis of 
linking the east with the west in a single 
multi-level world revolutionary process] 
Thus in 1955 there were series of visits 
to Soviet Union by new leaders of India,] 
Indonesia, Burma and North Vietnam 
This was followed by visits of Bulganin 
and Khruschev to India, Burma and 
Afghanistan. What the Soviet leaders 
saw in these countries impressed them 
that they had really achieved political 
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independence and were not tied to the 
apron-strings of their former masters as 
was believed by the Soviet Union before 
1950 and that they were eager to wage a 
struggle for their economic independence. 
It was precisely in their desire to achieve 
economic independence that the Soviet 
leaders discovered the foundation of a 
new post-war Soviet Asian policy. By 
1955 the Soviet Union therefore launched 
her economic aid programme to the 
Third World beginning with India and 
Afghanistan. 

theoretical framework 

The 20th Congress of the Communist 
Party built up this theoretical frame¬ 
work. e The Soviet Union was to extend 
help to'Asian countries for consolidating 
political independence as also to achieve 
economic independence which would 
wean them from the western capi¬ 
talist camp led by the USA. Consolida¬ 
tion of political independence by newly 
independent Asian countries was to be 
helped by supplying arms, if necessary, 
and achievement of economic indepen¬ 
dence by these countries was to be assisted 
by economic aid especially by helping the 
estabishment of heavy and basic indust¬ 
ries in which sphere most Asian countries 
had come to depend upon western count¬ 
ries even after achieving political inde¬ 
pendence. Thus the Soviet policy be¬ 
came better equipped to meet the new 
realities in the Asian countries. With 
its break with China, the Soviet leader¬ 
ship has come to view India as the cor¬ 
ner-stone of the entire edifice of its poli¬ 
cies in non-Communist Asia. The Soviet 
Union has come to assume that it is the 
Soviet relations with India that would 
ultimately prove the success or failure 
of its policies in non-communist Asian 
countries as well as in other regions of 
the Tbird World. 

The author has very ably tried to prove 
the above changes in Soviet Union's 
policy towards non-Communist coun¬ 
tries in Asia by describing and analysing 
the calendar of events depicting almost 
day-to-day dealings of the Soviet Union 
with India. Even this calendar of events 
by itself makes very interesting reading 
coming to know as we do the turns and 
twists in the Soviet Union’s policy to¬ 
wards Asian countries. 

The reading of this book will certainly 
help to put Indo-Soviet relations in their 
proper perspective and help better ap¬ 
preciation of the Soviet Union’s role and 
its objectives in Asia. 

EVERGREEN STUDY 

The north-eastern part of India is a 
fascinating land. For quite some time 
that part of India has continued to attract 
historians,* sociologists, anthropologists 


and even ecologists. We have a number 
of detailed studies covering geography, 
economics, education and administration 
of this wonderfhl area called Assam. 
But it so happens that there is no single 
book containing detailed information 
regarding all the aspects of Assam. This 
explains the republication of A Statistical 
Account of Assam , Vol 1 and //, two 
most remarkable books first published in 
1874 by W.W. Hunter who was the 
Director-General of Statistics to the 
government of India. Be it economic 
life, sociology, agriculture, commerce or 
administration, W.W. Hunter appears to 
be a wizard of facts, figures and analysis 
“even to the resourceful data compilers 
of the electronic age.” 

This work runs into two volumes. 
The author has done an excellent job in 
presenting twelve district-wise accounts. 
The first volume takes up the districts of 
Kamrup, Darrang (Danmg), Nowgong, 
Sibsagar and Lakhimpur; the second 
volume covers the districts of Goalpara 
including the Duars and the hill re¬ 
gions no longer in Assam i.e., Garo 
Hills, Naga Hills and the Khasi and 
Jaintia Hills. There is also an equally 
informative chapter on Sylhet which 
now forms part of Bangladesh. The 
last chapter in the second volume covers 
Cachar. Besides their academic and 
historical value, these two volumes will 
assist the readers in making a compara¬ 
tive study of Assam as it was in the seven¬ 
ties of the last century and as it is today. 

varied regions 

Undivided or greater Assam covered 
large and varied regions comprising the 
entire valley of the Brahmaputra, Khasi 
and Jaintia Hills, Garo Hills, Mizo 
Hills and Sylhet. Though the Naga 
Hills and the North-East Frontier Agency 
(now Arunachal) were both administered 
directly by the British, the peoples of 
these two areas have had centuries 
of contact with the people of Assam 
valley. Assam also appears to have 
maintained lines of communications with 
Bhutan. 

The truncation of Assam appears to 
have begun with the inception of politi¬ 
cal movements in regions inhabited by 
the non-Aryan tribes both within and 
on the borders of Assam. As these 
movements gained momentum and the 
hill tribes acquired enough political cons¬ 
ciousness, their demands for separate 
statehood or the unitary status were met 
one by one. The result is the formation 
of Meghalaya consisting of the Khasi 
and Jaintia Hills and Garo Hills and 
the union territories of Mizoram and 
Arunachal. Nagaland had come into 


being as a direct result of political agitfr* 
tion there. The emergence of these 
separate political units in the hills has 
involved much bitterness between Assam 
and its neighbours mainly oyer the boun¬ 
dary issue. For example, the boundary ,f 
question between Assam and Nagaland ' 
is far from settled yet and is the cause 
of friction even at present between these 
two governments. Scholars and politi¬ 
cians will have to turn again and again 
to these two volumes of W.W, Hunter 
in a bid to understand ard so vie these 
sensitive boundary issues. 

foreign invasions 

The author has explained how from 
the earliest days the people of A&sinv 
have lived within ear-shot of the din of 
battle. The historical ruins and monu¬ 
ments in Assam bear ample testimony 
firstly to the height of civilisation Assam 
reached in the ancient days and secondly 
to the rapacity of the invading armies 
which led to her waste. According to 
E.A. Gait the probable cause of succes¬ 
sive invasions of Assam was th fertile 
soil of the Brahmaputra vallcye When 
people enjoy great material prosperity, 
there appears to be “a strong tendency 
towards physical and moral deteriora¬ 
tion.” According to Gait: “Any race 
that had been long resident there, though 
rising in the scale of civilization and gain¬ 
ing proficiency in the arts of peace would 
gradually become soft and luxurious and 
so, after a time, would no longer be able 
to defend itself, against the incursions 
of the hardier tribes behind them.” 

One would have thought that Assam’s 
geographical situation and her strategic 
importance alone would have secured 
As^am greater attention from the rest of 
the nation. And yet it was only after 
1962 that Assam began to claim ard re¬ 
ceive due attention in military as welt 
as in economic matters. It took a war 
with China “to realise how remote, vul¬ 
nerable and helpless Assam could prove 
to be if taken for granted or neglected.” 
Happily it has also brought home to res¬ 
ponsible Indians that Assam should be 
given priority in industrial and agricul¬ 
tural development as well as defence pro¬ 
jects. Much has been done since then 
to counteract earlier neglect of this state 
and Assam has been given a much fairer 
deal since 1962. 

The two volumes deal with provinces 
of Assam as constituted in 1874. As 
stated already the first volume covers 
the districts of Kamrup, Darrang, Now¬ 
gong, Sibsagar and Lakhimpur, while 
the second volume covers the districts of 
Goalpara, the Eastern Duars, the Garo 
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Hills, tke Naga Hills, the Khasi and Jain- 
tia mm, the district of Sylhet and of 
.CacharJi 

Having made district as a unit for de¬ 
tailed analysis, the author deals with every 
district exhaustively. Thus in respect 
of every district, the author gives details 
isuch as boundaries, rivers, lakes and 
marshes, river traffic, fisheries, embank¬ 
ments, lines of drainage, forests, wild 
vegetable productions, early estimates 
of people, census data for 1871-72, ethnic 
divisions, of the people, castes and sub¬ 
castes, religions divisions of the people, 

* immigration, religious gatherings and 
fairs, ancient indigenous institutions, agri¬ 
cultural and industrial conditions, the 
diseases and medical facilities available 
and the district administration. In res¬ 
pect of practically every district, the 
author has provided contemporary statis¬ 
tical details such as police statistics, cri- 
. nvnal statistics, jail statistics, postal and 
educational statistics and so on. 

interesting details 

We get very interesting details while 
reading these accounts. Thus in volume 
one, while reading about the district of 
Kamrup, we learn that agricultural im¬ 
plements in use in the district were 
plough, hoc, yoke, sickle, a bamboo har¬ 
row clod breaker and a rake. This 
shows that hardly any change has taken 
place after nearly one hundred years in 
r agricultural practices. We learn that 
ordinary day-labourers were paid at the 
rate of Rs 6 per month, and agricultural 
day-labourers received four annas a day 
and skilled labourers such as carpenters, 
smiths and bricklayers about nine annas 
a day. These were the rates roughly 
prevalent in most other districts of Assam 
at the time. 

As regards the prices, the author in¬ 
forms us that,” the best rice imported 
from Bengal sells at Rs 3 per maund. 
The best quality of cleaned rice grown in 
the district sells at an average price of Rs 
2-13-0 a maund... and inferior sorts 
f at Rs l per maund.” 

Interest at the rate of 6 pics in the 
rupee per mensem or 37$ per cent per 
annum was charged for small loans and 
on large loans where mortgage of house 
or land was given, the rate of interest 
charged was between 12 to 20 per cent 
\ per annum. We are informed not sur¬ 
prisingly, that “No regular banking esta¬ 
blishments exist in the district; a sort of 
banking business is however carried on 
by the Marwari merchants/’ 

We are also informed that the Ameri¬ 
can Baptist Mission was already operat¬ 
ing in the district of Kanrup; there were 


no newspapers published and that there 
was no printing press in the district. 

i 

tn the second volume quite naturally 
the account of the district of Naga Hills 
attracts the reader’s attention. We are 
informed that under the generic name 
Nagas are included, a large number of 
tribes which are virtually independent. 
These different tribes of Nagas lived in 
very much the same primitive state and 
all apparently spring from the same Indo- 
Chinese stock; yet, they now spoke 
various dialects, which differ so much 
that villages lying scarcely a day's journey 
apart could only communicate by means 
of a foreign tongue. The author writes 
about Naga tribals of the seventies of the 
last century that “of late years many 
have succeeded in obtaining guns or mus¬ 
kets, and to possess firearms is now the 
most eager desire of a Naga, no matter 
to what tribe he may belong.” 

We learn that no regular form of inter¬ 
nal government existed among the Naga 
tribes and that “possession, and a strong 
arm to hold what they have, has hither¬ 
to been the only law they recognise. 
“Though every village had a headman, 
his authority was nominal. Writing 
about their mode of warfare, the author 
informs us that their whole mode of war¬ 
fare is to surprise the enemy. Having 
reached unobserved the village to be 
attacked, they lie in ambush till dawn 


when they rush upon their unsuspecting 
foes with the utmost ferocity, cutting off 
the heads, hands, and feet of as many as 
fall victims to their rage, which they carry 
back in triumph to their own village.” 

The author has provided interesting 
details about the social and religious 
institutions of Nagas, about their morals 
and mode of living, about their festivals 
and feasts and so on, and of course about 
the British expeditions of 1832, 1833 and 
1851 in an unsuccessful attempt to sub¬ 
due them. 

Assam is a distant land for most Indians 
who can hardly dream of visiting that 
state. That being the case, reading of 
the vivid accounts and discriptions of the 
people and places in these two volumes 
can be the nearest substitute one can, 
wish for in the absence of an opportunity*' 
to visit the state. By even the strictest 
modern standards, the methodology 
adopted by the author and the compre¬ 
hensive accounts given by him appear 
marvellous. These two volumes are fas¬ 
cinating. There is therefore no wonder 
that all subsequent writings on Assam 
have necessarily to begin with these two 
brilliant volumes as the basis. It would 
be correct to say that no worthwhile 
research on Assam and its people during 
the last hundred years could have been 
possible without consulting these two 
master-pieces of W.W. Hunter. 
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TRADE 

WINDS 


food Aid from UK 

Britain has given by way of 
grant 50,400 tonnes of food- 
rains worth Rs 7.83 crores to 
ftdta. This is part of grant 
f foodgrains to India given 
•y Britain last year. A fur- 
ler agreement to this effect 
'as signed recently. The 
rain will be available for sale 
trough fair price shops. The 
ale proceeds will be utilised 
y the union government for 
he purpose of rural dcvelop- 
lent. The foodgrains will 
irgely consist of wheat. This 
s part of British contribution 
o the EEC cereals food aid 
‘rogramnte for 1974-75. The 
rains will be delivered as 
oon as arrangements can be 
tade for shipment. 

Restriction on Movement 
if Goods 

The government has under 
. notification No. 29/76 C.E. 
iated February 16, 1976 issued 
n pursuance of rule 224(3) 
>f Central Excise Rules, im¬ 
posed restrictions on the re¬ 
novate of excisable goods 
rom factories or warehouses 
luring the four weeks begin- 
ling from February 17, 1976 
o March 15, 1976 (both days 
nclusive). The quantity of cx- 
:isable goods that may be rc- 
noved for homo consumption 
*rom a factory or a warehouse 
luring any of the aforesaid 
our weeks cannot, if such 
joods arc liable to duty with 
eference lo quantity, exceed 
>y more than 20 per cent of 
he weekly average quantity of 
.ucli goods removed for home 
‘onsumption from such fac- 
ory or a warehouse during the 
2 months preceding Feb- 
•uary 17, 1976. If, on the 
>ther hand/ excisable goods 
ire liable'to duty on the 


basis of the value, the 
value of such goods that may 
be removed for home con¬ 
sumption during any of the 
aforesaid four weeks cannot 
exceed by more than 20 per 
cent of the weekly average 
value of such goods removed 
for home consumption during 
the 12 months preceding Feb¬ 
ruary 17, 1976. 

For computing weekly aver¬ 
age during twelve months the 
period during which the fac¬ 
tory may have remained closed 
due to a lock-out or strike 
or lay off is to be excluded. In 
respect of new units which 
have started production for 
the first time during the 52 
weeks preceding February 17, 
1976, clearances can be allo¬ 
wed during each week to the 
extent of 50 per cent of the 
licensed (installed) capacity 
where permissible quota arri¬ 
ved at under Rule 224(4) 
works out to less than the 
above quantity. 

The restriction do not apply 
to removal for exports or 
removals under bond from one 
place to another. Restrictions 
will not also apply to small 
units exempted from Central 
Excise Licensing Control and 
products following under 
Tariff Item 68. For other 
detailed instructions, local 
central excise officers may be 
contacted. 

French Credit 

France has agreed to back 
credits of 340 million francs 
-$77.3 million--to India 
for purchase of goods and ser¬ 
vices in France, the Finance 
ministry announced on Feb¬ 
ruary 20. Of the total, $34.1 
million has been allotted 
for industrial development 


equipment, $31.8 million for 
light machinery ard $11.4 
million for scientific equip¬ 
ment, The money will be 
advanced by a government 
lending agency and private 
banks with all loans guaran¬ 
teed by the government. 

Iron Ore for Iran 

India has signed with Iran 
a $ 630 million contract for 
supply of 150 million tonnes of 
iron ore slurry to that country. 
The sluriy will be supplied 
from the Kudremukh iron 
ore project over the next 20 
years. A separate company 
called Kudremukh Iron Ore 
Project is being formed under 
the ministry of Steel and 
Mines to handle the contract. 
According to Mr Chandrajit 
Yadav, union minister ol 
state for Steel and Mines, this 
would be the country’s most 
modern mining project. The 
export of iron ore slurry will 
begin by 1980. 

Foreign Trade 

Foreign trade gap of this 
country continues to grow. 
Figures for November iclca- 
sed recently show that the defi¬ 
cit has more than doubled 
from Rs 449.70 crores in 
April-November, 1974, to Rs. 
1,096.70 croies in the same 
period of 1975. Imports were 
Rs 3,445.40 crores in April 
to November, 1975, which is 
Rs 867 crores or as much as 
33.6 per cent higher than in 
the same period of the pre¬ 
vious year. During the same 
period exports also rose b> 
Rs 320 crores (15.8 per cent) 
to Rs 2,346.80 ciores over the 
corresponding period of 1974. 
This rise is substantial, being 
much more than the plan tar¬ 
get of an 8 per cent to 10 per 
cent increase but is still not 
enough to match the soaring 
value of imports. The latest 
provisional data for Novem¬ 
ber, 1975 placed exports (in¬ 
cluding re-exports) at Rs 334 
crores showing an increase 
of 19.8 per cent over the Rs 
279 crores reached in Novem¬ 
ber, 1974. But imports in 
November, 1975, were worth 
Rs 486 crores—higher by 46.6 
per cent against imports 


worth Rs 332 crores in Novell 
her f?74. 

Australian Textile 
Imports 

The Australian government 
has abandoned the 'selective 
import quotas on textiles* 
which was applied against 
several Asian countries last 
year, in favour of a global 
quota system for which all 
exporters may compete. The 
decision, announced recently 
is the first Australian response 
to strong pressure from the 
Philippines. President Mar¬ 
cos is reported, in Canberra, 
to have personally protested 
at the effects of the textile quo¬ 
tas on the growing industry 
in the Philippines. 

New Boards for IA and 
Air India 

The union government has 
reconstituted the boards of 
directors of Indian Airline* 
and Air India. Air Chief 
Marshal, P.C. Lai will be the 
chairman-cum-managing direc¬ 
tor of the Indian Airlines 
board, which will have the 
following as directors; Mr 

J. R.D. Tata, chairman, Air 
India, Mr K.K. TJnni mana¬ 
ging director, Air India, Air 
Chief Marshal H. Moolgavkar, 
Chief of Air Staff, Air Chief 
Marshal, O.P. Mehra, Mr. S. 
Vasudcvan, additional secre¬ 
tary, ministry of Finance. Mr 
A.S. Bhatnagar, joint secre¬ 
tary, ministry of Tourism and 
Civil Aviation; Mr M.S. 
Sundara, chairman and mana¬ 
ging director, India Tourism 
Development Corporation, Mr 
A.H. Mehta, deputy managing 
director, Indian Airlines, Air 
Marshal H.C. Dewan, ex-vice 
chief of air staff and Capt. 
A.M. Kapoor, regional direc¬ 
tor, Indian Airlines, Calcutta. 

The Air India board of direc¬ 
tors will have Mr J.R.D. Tata 
as chairman (part-time) and 
the following as directors Mr 

K. K. Unni, Air Chief Marshal, 
P.C. Lai, Air Chief Marshal, 
H. Moolgavkar, Air Chief 
Marshal, O.P. Mehra, Mr 
S. Vasudcvan, Mr A.S. Bhat¬ 
nagar, Air Marshal H.C. 
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Iftdi* Charters Ltd. The tonos 
k?w boards will be tip to 
* January 31, 1978. 

bAbKonn 

CoUaborafloo 

The Republic of Korea h« 
" into an agreement with 

the Minerals and Metals Trad- 
mg Corporation (MMTQ 
*or purchasing additional quan- 
titles of iron ore from here. 
Currently, South Korea is im¬ 
porting about half a million 
tonnes of iron ore under 
an agreement expiring in 1981. 
this agreement has now been 
extended upto 1985. Under 
me extended agreement. South 
Korea will increase its imports 
of our iron ore gradually 
to two million tonnes per 
annum-three lakh tonnes 
°t ®tP*r high grade ore 
ana 1.7 million tonnes of 
basic grade ore. Next year, 
•outh Korea intends to lift 
7.5 lakh tonnes. South Korea 
has an ambitious plan to step 
«P the production of steel from 
the current level of 2.5 million 
‘°hu« to 5.5 million tonnes 
hy 1978 and as much as 8.5 
million tonnes by 1981. 

Non-ferroBs Metals 

The MMTC has shown in¬ 
terest in purchasing lead and 
anc from South Korea. Pre¬ 
sently, lead imports are being 
eflectcd by the MMTC from 
Australia and zinc imports 
from the USSR. 

i 

i Disclosing the above at a 
press conference here last week 
Tac » President 
Jif ™ Korean Chambers of 
Commerce and Industry, who 
lea a eight-member delegation 
to this country a few days ago, 

. added that South Korea could 
supply to India three or four 
stops of 15,000 to 20,000 DWT. 
fits delegation had discussions 
m this connection with the 
^ster for Shipping, 
Mr H.M. Trivedi. 

*“ K f 01< ea, Mr Tae further 

revealed, had also offered to 
export to India 5,500 railway 
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wheeli \ j*$ tyres at competi¬ 
tive prioc* m order to correct 
to some extent its adverse 
trade balance with this country 
whrai last year was as large 
as Rs 15 crores. India’s ex¬ 
ports to South Korea last year 
were of the order of Rs 18 
crores, while South Korea 
exported to India in this year 
goods worth about Rs 3 cro¬ 
res. Mr Tae and the FICCI 
President, Mr Harish Mahen- 
dra, expressed the view that 
South Korea and India could 
collaborate with each other in 
several ways to mutual benefit. 
Very significant cooperation 
could be developed between 
the two countries from expor¬ 
ting textiles. 

Mr Tae farther stated that 
discussions had been held by 
his delegation with the govern¬ 
ment of India in regard to 
South Korea exporting raw 
silk for the Indian handloom 
industry and also for providing 
technical assistance for two 
projects for developing Indian 
sericulture. 

Joint Council 

The two countries last week 
entered into an agreement for 
&et tin g up with immediate 
effect, a joint business council: 
(0 for exchangng business 
missions; (ii) providing mar¬ 
ket information; and (iii) pro¬ 
moting economic, commercial 
and technological cooperation. 
This council would be meeting 
every year alternatelyin India 
and South Korea to discuss 
prepared agenda consisting 
of items of common interest. 
The next meeting of this coun¬ 
cil will be held irt Seoul next 
year. 

South Korea is interested 
in finding export market n 
India for the following pro¬ 
ducts : ships, wagon compo¬ 
nents, tyres ard wheels, silk 
yarn, synthetic fabrics and 
fibres, polypropylene, rubber, 
steel pants, newsprint, dyes 
and dye intermediates, cal¬ 
cium carbide, graphites, tungs¬ 
ten ore and concentrates, lead, 
zinc, copper, nickle and tin. 
India is interested in export¬ 
ing to South Korea its con¬ 
sultancy services, building 
materials, iron ore, manganese 


salt, engineering goods, 
cotton textile, machinery, etc. 
The two countries are also 
interested in entering into col¬ 
laboration arrangements "for 
marketing in the third coun¬ 
tries. 

Andhra Budget 

The Andhra Pradesh Budget 
for 1976-77 shows an overall 
deficit of Rs 42.69 crores, 
but contains no fresh taxation 
proposals. Presenting the bud¬ 
get to the state assembly, the 
Finance minister, P. Ranga 
Reddi stated the the deficit 
would be covered by better 
collection of revenues, espe¬ 
cially arrears, and by larger 
central assistance. Mr Reddi 
pointed out that the govern¬ 
ment was keen on implcntnt- 
ing the welfare measures for 
the weaker sections and added 
that a massive drive had been 
organised to acquire land for 
distribution to these people 
for the construction of hous¬ 
es. A sum of Rs 3.50 crores 
had been earmarked for the 
purpose. 

The revenue receipts for the 
year have been estimated at 
Rs 656.15 crores and the 
revenue expenditure at 616.41 
orores. Mr Reddi indicated 
that the increase m revenue 
receipts from Rs 575.36 cro¬ 
res in 1975-76 was mainly due 
to the increase jn the state's 
own revenues and the increase 
In its share from the central 
taxes. The state also expected 
10 per cent increase m the 
centre’s contribution to the 
annual plan for 1976-77 which 
was till now fixed at Rs 48.75 
crores. Likewise the state 
electricity board also was ex¬ 
pected to pay an interest of Rs 
26 crores to the goverrment 
in the coming year. Mr Reddi 
said the increase in revenue 
expenditure from Rs 517.80 
crores in 1975-76 to Rs 616.41 
crores in 1976-77 was mainly 
due to the relief given to 
government servants and em¬ 
ployees of the local todies in 
addition to the increased allo¬ 
cations for certain depart¬ 
ments. Likewise, the in¬ 
creased expenditure on capital 
account (from Rs 114.96 to 


38S 


Rx 129.17 cforet wai due tt 
larger outlays in 
sectors like irrigation, powej 
and transport. 

Engfnonring Export 

The union Commerce minis 
ter. Prof D.P. Chattopadhyayj 
called for earnest endeavour tj 
end the fifth Plan in 1978-7! 
with the best possible recort 
of exports which the countr; 
needed in the present coq 
text. He said strategy for eg 
ports in the next year wsj 
necessary, with the primar; 
objective of reaching the targe 
set for that year and also t' 
build a base which woul» 
enable us to reach the targe 
of Rs 650 crores by 1978-7 
and the larger target of H 
1,CC0 crores to be attemptc 
thereafter. The demand wi 
likely to be .generated in wes 
Asian countries for construi 
tion and other forms of projei 
activity and therefore, the pr< 
sent indications showed thi 
the target of Rs 650 crores fc 
1978-79 was feasible, he adde< 

In his inaugural address t 
the annual general meeting c 
the Engineering Export, Pr< 
motion Council recently, Prc 
Chattopadhyaya indicated thi 
the scope of increasing exporl 
of traditional items was rath* 
limited because items like tej 
tiles, jute, tea, etc. were $ubje< 
to wide fluctuations in intei 
national demand and pricj 
and their supplies also woul 
not be indefinitely increase* 

New Committee f 

Referring to the cash con 
pensatory support, the Ccn 
merce minister announced thi 
a committee had been appoii 
ted to go into this question ii 
depth ard reccmmerd lonj 
term measures. Based on tl 
recommendations of this ccn 
mittee, the government woul 
try to announce the rate < 
cash compensatory suppo] 
that would be available froi 
next year, will before tt 
current financial year was ove; 
This committee, he. said wi 
appointed since the policy < 
export incentives had bee 
subjects of agitation and coi 
troversy for the last few yeat ^ 
He also informed that ll M 
government had already ai 
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notittced the protection of cuh 
Ma lat eao e rates, relevant at 
the tuae of contracting fbr a 
fairly long period. In the case 
of capital goods exports, such 
protection was available for 
i the entire duration of the con* 
■tract, and in the case of other 
■engineering goods, the period 
lof protection was three years, 
’he added. 

? Rural Electrification 

If The minister of Energy, Mr 
|K-C. Pant stated recently that 
r.the rural electrification pro- 
n gramme had assumed greater 
fimportance and the fifth-five 
yyear Plan envisaged a total 
^outlay of Rs 1098 crores for 
nrural electrification. This 
rwould help electrify 265,000 
i,villages and energize about 4 
j million pump sets by the end 
y°f the Plan period. Mr Pant 
fiwas inaugurating the Rural 
^Electrification Cell of the All 
t£ndia Panchayat Parishad. The 
s rural electrification, he added 
ohad made rapid strides in the 
rrecent years, but it had also 
rcreated certain imbalances. He 
opointed out that with a view 
i*o reducing these imbalances, 
rural electrification had also 
■been taken us as a part of the 
JVfinimum Needs Programme 
[® the fifth Plan. States which 
had not reached coverage of 30 
to 40 per cent of population 
by the end of the fourth Plan 
jjwete eligible for allocation of 
/unds under this programme. 
He indicated that for providing 
o street lights in harijan bastis, 
f a special concessional loan 
^assistance scheme had been 
.introduced. Under this pro¬ 
gramme, 4300 barijan bastis 
Q had already been electrified. 

^BwHeflciation Plant 

[' Th« country’s first rock 
phosphate beneficiation plant 
^was» commissioned recently by 
.^Engineering Projects (India) 
Limited, a public sector com¬ 
pany under the ministry of 
"Industry and Civil Supplies, 
;"|or Hindustan Zinc Limited. 
'This project was implemented 
^on a turn-key basis by EPI in 
/u record period of 18 months. 
*Thc plaint has the capacity to 
•treat 600 tonnes per day of rock 
"phosphate having 20 per cent 
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pkpvhaie cont*«t. The 
Boated rock p^fate having 
over 34 percent phosphate 
content can be used for pro¬ 
ducing phosphoric acid and 
super phosphates. The project 
is of the value of Rs 90 laldis. 

The beneiiciation of rock 
phosphate helps in enriching 
the phosphate content in the 
rock phosphate ore which is 
the most important input for 
manufacturing phosphoric acid 
and super phosphates. The 
run of mine ore normally has 
15 to 25 per cent phosphate 
content. By beneficiating, the 
phosphite content is enriched 
to the level of over 34 per cent. 
EPI has also obtained a con¬ 
tract for upgradation of fine 
coal and sinks of Dugda-I 
and II of the total value of 
Rs 7.5 crores. This coal bene¬ 
fication plant provide s for 
reducing the ash and impurity 
content to an acceptable level. 
The entire project has been 
entrusted to EPI for imple¬ 
mentation on a turn-key basis. 
The plant, when commission¬ 
ed, will be in a position to 
treat 300 tonnes each of coal 
and sinks per hour. EPI has in 
hand 39 projects of the value 
of over Rs 140 crores, includ¬ 
ing eight export orders. 


■ft* *wdi And* 404* 
fMrnm legislation gad ragu- 
whs, policies oa inter* 
national investment, export 
promotion, industrial incen¬ 
tives and on the establishment 
of an Industrial Development 
Bank. He was the Chairman 
of the Committee which 
prepared the industrial pro¬ 
posals for the first five-year 
Plan of Saudi Arabia. 

Plant for Synthetic 
Pibros 

India will receive assistance 
worth DM 5 million (Rs 1.66 
crores) from the Federal 
Republic of Germany and US 
S 735,000 (Rs 64.68 lakhs) 
from the United Nations Deve¬ 
lopment Programme for the 
establishment of a demonstra¬ 
tion plant for the production 
of synthetic fibres at the Silk 
and Art Silk Mills Research 
Association in Bombay. The 
assistance will be in the form 
of equipment, experts and 
fellowships for Indian techni¬ 
cians to receive training ab¬ 
road. The government of 
India will look after all local 
services and facilities to imple¬ 
ment the project according to 
schedule. 

According to the agreement 
a demonstration plant will be 
established for the production 
of synthetic fibres at the Silk 
and Art Silk Mills Research 
Association (SASMIRA), in 
Bombay for the development 
of the production and use of 
nylon and polyester fibres for 
textiles as well as the simul¬ 
taneous production of the sta¬ 
ple fibres and filament. Al¬ 
though the plant will not pro¬ 
duce on commercial scale, the 
fibres produced will be used for 
end-product development. The 
project will establish technical 
and advisory services in syn¬ 
thetic fibres for the textile in¬ 
dustry including the undertak¬ 
ing of systematic programmes 
of experimental work and train¬ 
ing. It will also collect and 
disseminate technical infor¬ 
mation and ensure non-partisan 
consultancy services and im¬ 
partial communications bet¬ 
ween the fibre producers, tex¬ 
tile mills, trade and consu- 


Indus trial Team fbr 
Caribbean Market 

The United Nations In¬ 
dustrial Development Or¬ 
ganisation (UNIDO) has 
appointed Dr S.R. Mohnot 
as the leader of an internation¬ 
al team of experts to advise 
on industrial development in 
the Caribbean Common Mar¬ 
ket. Dr Mohnof, a leading 
consultant, is the Manag¬ 
ing Director of Industrial 
Techno-economic Services 

(INTECOS), a firm which 
has been taking international 
consultancy assignments. Dr 
Mohnot completed a few 
months ago, an assignment 
as Industrial Planning Con¬ 
sultant in Syria under the 
auspice<> of the United Nations 
Office of Technical Co¬ 
operation, New York. He had 
earlier served as an UN In¬ 
dustrial Economist in the 
middle east for several 
years. He advised the govpjn- 
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Trail* wMi Rutgarl* 


Union Commerce minister 
Prof D.P. Chattonadhytaa* 
has urged the Bulgarian autho¬ 
rities to enter into a long-fenp 
trade agreement with India. 
This was conveyed to the visit* 
ing Bulgarian trade delegation 
led by Mr. J. Fetlcav, deputy 
minister of Foreign Trade. 
The Commerce minister 
pointed out that the existing 
industrial trade plans between 
India and Bulgaria should 
be widened to a five year 
spectrum, which would impart 
greater stability and would 
also take into consideration 
the industrial and economic 
development of both the coun¬ 
tries. He agreed with the sug¬ 
gestion given by the Bulgarian 
minister that greater diver¬ 
sification of trade was es¬ 
sential to increase the volume 
of total turnover and pointed 
out that export groups of 
both the countries should iden¬ 
tify areas in deiails where fur¬ 
ther trade could be obtained. 


Both the sides agreed that 
there was considerable scope 
of Indo-Bulgarian coopera¬ 
tion in various non-traditional 
item like agricultural imple¬ 
ments and electronics. The 
Commerce minister also called 
for joint venture projects 
in third countries specially 
in north Africa and middle- 
east. 


Supply of Cement end 
Coal to Industries 

The Directorate General of 
Technical Development, minis- * 
try of Industry and Civil 
Supplies, has evolved a new 
procedure for procurement of 
cement and coal by industrial 
units borne on its rolls. It is 
designed to help the industrial 
units to obtain their supplies 
quickly and easily. Such units 
can now approach the Regional 
Cement Officer directly for 
their requirements of cement 
and are no longer required 
toapply to the DGTD for this 
purpose. This has been 
made possible duct to the 
satisfactory -supply position 
of cement. 
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Escorts 

Escqets Foreign exchange 
earnings during 1975, ai a 
result of increased exports 
and deliveries for Indian pro¬ 
jects aided by World Bank— 
Asian Development Bank and 
IDA ^credit-—jumped loRslS 
crores from under Rs 3 crores 
In 1974. The company's 
foreign exchange earnings 
have thus far exceeded the 
total import bill for the essen¬ 
tial components which were 
also being fast indigenised as 
per approved phased manu¬ 
facturing programmes. Range 
of products and services ex¬ 
ported had already widened 
and so also the export mar¬ 
kets. A major breakthrough 
in the expoit ol agricultural 
equipment having been achi¬ 
eved in 1974, the company 
had already won another or¬ 
der for 160 tractors fiom 
Nepal payable in free foreign 
exchange undei Asian Deve¬ 
lopment Bank credit and was 
poised for introduction into 
Sri Lanka as well as a repeat 
o^rder from Afghanistan. The 
company’s railway ancillanes 
were now being exported to 
Burma, Thailand, Malaysia, 
Phiilipines and UAR and an 
introduction had also been 
made in Iran with suspension 
systems for the Iranian Rail¬ 
ways. Recently Escorts was 
invited to join a trade delega¬ 
tion to Pakistan led by the 
Chairman of STC, for export 
possibilities of its tractors, 
railway equipment and auto 
ancftlarics Over and above 
Escorts own products, export 
of non-company products, as 
‘Export House service’ also 
doubled in 1975. 

A - The company’s export drive 
is 3-prooged :An all out effort 
to export more products and 
service to more markets* the 
latter including consultancy 
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services like a turnkey project 
for PVC cable plant in Zanzi¬ 
bar signed recently and a 
railway shock absorber project 
for Iran in under negotiation. 

The company also is par¬ 
ticipating in joint ventures 
abroad— the two immediate 
ones being an auto ancillary 
manufacturing project in 
middle east and a High H P 
tractor assembly plant in 
west Asia. 

Hundred per cent export 
ventures in India with (or 
without) foreign participation, 
like the CGR medical X-ray 
project in Bombay, are now 
ready to commence production 
m two months time 

Overall Sales 

The company’s overall 
«alcs during 1975 exceeded 
Rs 80 crores. registering 30 
per cent increase over its 1974 
sales of Rs 61 crores. Profit¬ 
ability increased from Rs 4.29 
crores in 19 7 4 to about Rs 5 
crores. Percentage of profit- 
bcfore-tix to sales would have 
been higher than ihe previous 
vear (but was 6 per cert as 
as against 7 per cent), had the 
government allowed the 
company the due price in¬ 
crease on its tractors as gran¬ 
ted to other tractor manufac¬ 
turers in 1975 Costs of in¬ 
dustrial inputs having gene¬ 
rally risen over 4 5 per cent 
industrywide, the company 
had offset the adverse effect of 
the same on profitability with 
meticulous financial disciplines 
and the resultant lowering of 
its production costs by 2 5 per 
cent. 

With the tractor prices 
having been decontrolled last 
month, tbe company bad re¬ 
vised its prices in order to 
retain a fair return on invest- 


vestment, though they were 
still lower than those of the 
comparative brands of other 
manufacturers by Rs 3,000 to 
Rs 4,000. 

Tractor Production 

The total tractor produc¬ 
tion during 1975 of both 
FORD and ESCORT was 
9,700 nits as against 8,200 
in previous year—both brands 
put together enjoying 28 per 
cent share of the Indian mar¬ 
ket. Production and sales of 
piston assemblies had increas¬ 
ed over 40 per cent—over 130 
per cent capacity utilisation 
—MAHLE-GOETZE main¬ 
taining brand leadership. with 
demand still far exceeding 
supply. Sales of RAJDOOT 
motorcycles and scooters also 
increased from 17,200 in 1974 
to 24,000 in 1975 with 50 per 
cent increase in sale proceeds. 

While financial policies 
was one factor the other 
factor responsible for com¬ 
pany’s successful emergence 
through the otherwise difficult 
year was its product mix as a 
result of planned diversifica¬ 
tion New products and im¬ 
proved versions of existing 
ones were continually being 
developed bv the company’s 
R&D which had contributed 
a new range of industrial 
equipment two years ago and 
had now ready for mass pro¬ 
duction a 100 percent indi¬ 
genous diesel engine and a 
hydraulic pump for use on 
company’s own tractors and 
for outside demand in various 
agricultural and industrial 
applications. 

Substantial expansion of 
piston assemblies’ manufac¬ 
ture. including a proposal for 
new facilities in south India 
is well under way. Expansion 
of motorcycle production has 
already been completed and 


tho oompaay k gam d to 
produce 30,000 «ato to 1970. 

* f 

KMrt Asdec Coitiiien 

A new project foe many* 
facturiog maritime dry cargo 
steel containers has been set 
op m Pune by KbiraAedcc 
Containers (India) Pvt. Ltd, 
a company jointly set by the 
house of Khiras and Asia 
Development Corporation of 
California, USA. The ini* 
tal annual capacity of the 
plant will be 3,600 containers 
of the sizes accepted in inter¬ 
national markets At full 
capacity, the company will’ < 
earn over Rs 5 crores in for*,' 
eign exchange, since the majo*' 
rity of these containers will be! 
exported. The plant is so 
designed as to double its! 
capacity with minimum addi¬ 
tional investment. 

The project cost is placed 
at about Rs 1 crore. The Y k 
company will have an equity 
capital of Rs 50 lakhs of 
which 25 per cent, will be 
held by Asia Development 
Corporation. It has already 
started commercial production 
after its prototype has been 
tested by the French Railway 
Test Centre, Tergnier, France. 

At present, the import con- ? 
tent is about 20 per cent in! 
about »hrce years time, ihei 
company hopes to produce! 
almost all the components] 
indigenously. In 1976. tbe 
company hopes to export 
containers worth Rs 60 lakhs 
to Rs I crore Bv 1978-79,1 IS 
it hopes to reach full capacity; 
with a turnover of over s. 5; 
crores ; 

IDBI 

The workihg of IDBI 
during the first h«Jf (July- 
December) ol the current 
accounting year was marked, 
by a sizeable step-up i.i both 
assistance sanctioned ’<nd dis¬ 
bursed. Total sanctioral 
amounted to Rs 183.2 crores. 
registering an increase of 25. 
per eentover Rs 148.4 crores 
sanctioned in tbe correspond-< 
ing half of 1974. The assis-, 
tance actually utilised wa%| 
higher by 15 per cent ati 

j 
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£• IlS.f crons, against 
Rs 101.0 crazes. 

Direct industrial assistance 
sanctioned increased by 173 
per cant to Re 39.8 crores 
sovering 41 projects, com¬ 
peted with Rs 14.6 crores 
covering 20 projects, during 
July-December 1974. Sanc¬ 
tions under rofinanoe of indus¬ 
trial loans went up by 75 per 
oent from Rs 47.4 crores 
covering 2,814 applications to 
Rs 82.7 crores covering 4,836 
applications. About 62 per 
cent of the refinance assistance 
In tennt of value and 92 per 
cent in terms of number of 
applications were in respect 
of small-scale industries and 
small road transport opera¬ 
tors. 

In respect of export finance, 
while sanctions under direct 
participation credit increased 
from Rs 5.7 crores on two 
applications to Rs 12.2 crores 
»n seven applications, the 
magnitude or refinance of 
sxport credits was lower at 
Rs 50 lakhs on five appli¬ 
cations, compared to Rs 11.8 
mores on ten applications in 
July-Deeember 1974. One 
application was sanctioned for 
Rs 2.1 crores for export of 
oil storage tanks to Kenya 
under the overseas buyer 
credit scheme. 

Assistance under the 
machinery bills rediscounting 
scheme amounted to Rs 40.8 
crores covering 558 purchaser- 
users, against Rs 65.8 crores 
covering 790 purchaser-users. 

The total effective sanc¬ 
tions since the inception of 
1DBI amount to Rs 1,465.3 
crores (excluding guarantees 
for Rs 29.6 stores). Total 
utilisation of assistance is 
Rs 1,055.1 crores 

News and Notes 


Otb Elevator Company 
(India) Ltd has proposed to 
issue bonus shares in the 
ratio of two shares for every 
five equity shares held. This 
wjjl involve capitalisation oi 
.JT’rtjw to the tune of Rs 43 
£!♦ bonu » s »»ares are 
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proval of the shiteholded|Bnd 
the Controller of Caj 
Issues. T \ ” 

Zaari Agre Chemicals 
Ltd with gn installed capa¬ 
city of 3,40,000 tonnes of 
NPK complexes has now 
introduced its third product 
“Sampuraa” where the NPK 
ratio is 19:19 which is claimed 
to be suitable for all types of 
soils and crops. 

Tata Chemicals has annun- 
ced further reductions in the 
prices of its major products, 
effective from February 6, 
1976. In announcing the 
price reductions, the company 
has explained that on 
account of the dramatic 
improvement in the supplies 
of coal, the company’s fuel of 
bill has corned own, the price of 
ammonia has also substanti¬ 
ally declined following the gov¬ 
ernment decision to curtail the 
excise duty on naphta used in 
the manufacture of ammonia 
for industrial use and there 
have been reductions in the 
price of benzene and chlorine. 
The entire savings on all 
these counts, and some more, 
have been passed on to the 
consumers. 

Mr. Keahnb Mahindra, 
Chairman of Union Carbide 
India Limited has announced 
the appointment of Mr. Janies 
Bates Law as Managing Direc¬ 
tor of Union Carbide India 
Limited. Mr Law takes over 
from Mr Edward A. Munoz 
who has been reassigned in 
New York as President of the 
Agricultural Products Divi¬ 
sion. 

A metallurgist profession, 
Mr Law was educated at the 
University of Minnesota and 
Massachusetts Institute of 
Technology. He joined Union 
Carbide Corporatian in their 
Carbon Products Division in 
the year 1956. In 1969 he 
became Managing Director 
of SAWM-Nordesto at Salva¬ 
dor, Brazil and held that 
position till February 1973 
when ho was appointed Exe¬ 
cutive Vice-President of Shin 
Nippon Carbon Company 
Limited at Tokyo, Japan. Mr 
Law has taken over as Mana¬ 
ging Director of Union Car- 



DrfBco CMHes 

Ltd is setting tip at Ahmed- 
nagar, Maharashtra a RslU 
crore project for mannfho* 
taring tungsten carbides pro¬ 
ducts, drilling rods and drill¬ 
ing bits. The project has 
been conceived by four highly 
experienced technocrates work¬ 
ing in key position in the 
same field ana so far domi¬ 
nated by multi-national for¬ 
eign companies. The project 
has been co-promoted by the 
State Industrial and Invest¬ 
ment Corporation of Maha¬ 
rashtra Ltd (SICOM) and 
Western Maharashtra Deve¬ 
lopment Corporation Ltd. 
(WMDC). The company has 
been licenced to produce 
annually 24 tonnes of tungsten, 
one lakh drilling rods and 
5000 drilling bits. The con¬ 
struction work at the site is 
under way and commercial 
production is expected to 
start by January 1977. 

To raise part of the re¬ 
sources required for the 
implementation of this pro¬ 
ject the economy b entering 
the capital market on March 
5 offering to the puUio for 
subscription equity capital 
worth Rs 44.4 lakhs in share 
of Rs 10 each at par. The 
subscription list will close on 
March 17 or earlier but not 
before March 8. The SICOM 
and Champaklal Investment 
and' Financial Consultancy 
Limited are acting as mana¬ 
gers to the issue. 

The company hopes to 
achieve 50 per cent of the 
capacity in the first year, 
reaching full production in 
three years. It wifi have a 
turnover of Rs 380 lakhs 
(ex-factory) on full production. 
The company is expected to 
earn reasonable profits even 
in the first year of production 
and barring unforeseen cir¬ 
cumstances the management 
is hopeful of declaring a 
maiden dividend during the 
year ending September 1978. 

A new project to reclaim 
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fit*main (gw material! 
readily available hi the i 
The company’s product has 
good market potential and 
therefore the company does 
not anticipate any difficulty in 
marketing its entire piodno* 
tion. 

The project cost is esti¬ 
mated at Rs. 76 lakhs, which 
will be met by share capital 
(Rs 25 lakhs), term loans 
(Rs 39.50 lakhs), central 
government cash subsidy ' 
(Rs 9 lakhs) and unsecured 
loans (Rs 2.50 lakhs). The 
company proposes to enter 
the capital market sometime 
in May with a public issue of 
1.5 lakh equity shares of 
Rs 10 each at par. The project 
has already made good pro¬ 
gress. Production is expected 
to start by July next. 

Capital and Brans Issues 

Consent has been granted ' 
to following companies to 
raise capital. The details 
are as follows : 

Tfarapur Laksfami Vilas 
Finance and Chit Fands Limi¬ 
ted has been accorded con¬ 
sent, valid for three months, 
to capitalise Rs. 88,175 out of 
its general reserve and issue 
fully paid equity shares of 
Rs. 25 each as bonus shares 
in the ratio of one bonus 
share for every four equity 
shares held. 

I 

Chembra Peak Estate Ltd, 
Bangalore, has been aocorded 
consent, valid for three 

months, to capitalise 
Rs 410,696 out of its general 
reserve and issue fully paid 
equity shares of Rs 2 each as . 
bonus shares in the ratio of 
one bonus share for every five 
equity shares held. 


The New India 
Company Ltd., Bombay, has 
been accorded consent, valid 
for three months, to capitalise* 
Rs 38,506;340 out of Hs 
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. bown shanete the Rife 12 lakh*. iWSfivefy*: The 
rfetfooft fedrbemM than for consent order Is valid for 12 
Cafeh equity sham held. non the only. 

- *”**» ,Sytt e«lc W hree * The Britannia Biscuit Com- 
j’ Bombay, has Limited, Calcutta, has 

been aoooided oonsent, valid been accorded consent, valid 
for s» tomtits, for the issue f or three months to capitalise 
Rs J 9 R* 18,592,390 out of its gene- 
15^* 18 to be offered to public ra | reserve and issue fully 
thro ugh a prospectus for each pa y eqaity shares of Rs 10 

- on «*chas bouus shares in the 
'* *^*[3 RjJ wlt ^ a ,'i iev ! ratio of evens bonus shares for 

£«3jSSL,^ n ,njTo K ^; «»»<0«qmtyte.held. 

cent to 17.74 per cent and to , . . . .. ... 

get the, shares enlisted with a fodustnal MachlBery lVItg. 

stock exchange. £"*»*« Limited, Ahmedabad, 

® nee Rmh aef«Av/le/l ziAneanS 


India Photographic Co. 
Ltd, Bombay, has been 
granted consent, valid for nine 
months, for the issue of Rs. 50 
lakhs (including of Rs 70 
already raised) in equity shares 
out of which Rs 25 lakhs 
shall be issued to Kodak 
Limited, UK., in part con¬ 
sideration of the transfer of 
assets of liabilities of their 
Indian branch business, the 
balance Rs 20 lakhs shall be 
offered to the public by pros¬ 
pectus so as to have the 
enlistment done. 


The Britannia Biscuit Com¬ 
pany Limited, Calcutta, has 
been accorded consent, valid 
for three months to capitalise 
Rs 18,592,390 out of its gene¬ 
ral reserve and issue fully 
paid equity shares of Rs 10 
each as bouus shares in the 
ratio of evens bonus shares for 
every 10 equity shares held. 

Industrial Machinery Mtg. 
Private Limited, Ahmedabad, 
has been accorded consent, 
valid for three months, to 
capitalise Rs 12.50 lakhs out 
of its general reserve and issue 
fully paid equity shares of 
Rs 500 each as bonus shares 
in the ratio of one bonus 
shares for every one equity 
share held. 

Jayant Packing (Pvt) Limi¬ 
ted, Madras, has been accord¬ 
ed consent valid for three 
months, to capitalise 
Rs 192,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 


(Exemption) 

Rs. 1 crorein 
Rs 10 each to 
ly to the promotors, directors, 
their friends and relatives, for 
cash at par, to provide a part 
of finance required for the 
manufacture of paper grade 
pulp and writing and printing 
paper. 

Andhra Pradesh Steels Limit¬ 
ed, Hyderabad, has communi¬ 
cated to government of its 
proposals to issue capital under 
clause (5) of the Capital Issues 
(Exemption) Order, 1969 for 
Rs 1,83,00,000 divided into 15 
lakhs equity shares of Rs 10 
each and 33,000 cumulative 
redeemable preference shares 
of Rs 100 each (inclusive of 
the capital already raised) all 
for cash at par. The proceeds 
of the issue are to be utilised 
to meet a part of the project 
cost which is intended to be set 
up in Andhra Pradesh. 

Gurjarcravures (Pvt) Limi¬ 
ted, have been accorded consent, 
valid for 3 months, to capitalise 
Rs 4 lakhs out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of one 



Jagatji* Industries Limited, I 
Kapurtkrfa (Punjab), fea Vp been < 
granted consent valid for three t 
months, for issuing bodhs shat-. 
t& for Rs 75,72,570. 1 

i 

i 

Swadeshi Malt and Allied, 

Industries is setting up ani 
automatic plant at Alwar 
(Rajasthan) for manufactur-1 
ing barley malt, malt extract [ 
and other allied products. Thet 
plant will have a capacity of* 
4,000 tonnes of malt and 300 
tonnes of malt extract per' 
annum in the first phase with' 
a provision to raise it to 8,000» 
tonnes and 600 tonnes respec¬ 
tively. Commercial production 1 
is expected to commence byj 
April 1976. The project cost isj 
estimated at Rs 95.30 lakhs 
which will be met by share] 
capital of Rs 33 lakhs, term 
loans of Rs 51 lakhs. Central 
cash subsidy of Rs 11 lakhs 
and deferred payment facility 
of Rs 30,000. The company 
proposes to make a public 
issue of 2 lakh equity shares 
of Rs 10 each at par. 


The Alkali & Chemical 
Corpn., of India Ltd, a public 
company having a paid up 
capital of Rs 4.65 crores has 
been accorded consent to 
issue further capital of Rs 
4.723,530 in 472,353 equity 
shares of Rs. 10 each credited 
eft fully paid up to the public 
Bnancial institutions on con¬ 
version of a part of their 
loans sanctioned at a premium 
of Rs 6 per share. The object 
of the issue is to be bring down 
foreign equity holdings in the 
share capital of the company. 
The consent order is valid up 
to March 5, 1976* 

Straw Products Limited, a 
public company having a 
paid up capital of Rs. 4.14 
crores has been accorded con¬ 
sent to issue equity capital of 
rf Rs 16 lakhs in equity shares 
of Rs 10 each credited as fully 
paid up as to (i) Rs 640,000 
co the IFCI and (ii) Rs 960,000 
:o the IrCI both at a premium 
rf Rs 2.50 share on conversion 


of two bonus shares for every 
five equity shares held. 

Hindustan Motors Limited, 
Calcutta, a public limited com¬ 
pany registered in the state of 
West Bengal, and having a 
paid up capital of Rs 15.66 
crores have been granted con¬ 
sent, valid for a period of 12 
months, for issue of convertible 
debentures worth Rs 5 crores 
to be utilised partly to meet the 
working capital requirements 
and partly for repayment of 
aid loans. 

Dagger Forst Tools Limited, 
Thana, have been accorded con¬ 
sent, valid for 3 months, to 
capitalise Rs 29 lakhs out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares in 
the ratio of one bonus share 
for one equity share held. 

Srce Rayalaseema Paper 
Mills Limited, has communi¬ 
cated to government of its 
proposals to issue capital under 


DIVIDEND 


(Per cent) 


Name of the company 

Equity dividend 
declared for 

Year ended - 

Previous Current 
year year 

Higher Dividend 

Surat Electricity 

March 31, 1975 

14.0 

5.0 

Mettur Chemical 

March 31, 1975 

4.0 

Nil 

Jardine Henderson 

March 31. 1975 

5.0 

Nil 

Indian Hume Pipe 

June 30, 1975 

12.0 

8.0 

Dhrangadhra Chemi¬ 
cal Works 

March 31, 1975 

10.0 

6.0 

Same Dividend 1 

Andhra Pradesh Paper 

June 30, 1975 

12.0 

12.0 

India Linoleums 

March 31, 1975 

Nil 

Nil 

Ruby Mills 

March 31, 1975 

8.0 

8.0 

Parrys Confectionery 

Sept. 30, 1975 

Nil 

Nil 

Reduced Dividend 
Hindoostan Spg. & Wvg. 

March 31, 1975 

Nil 

. 12.0 

New Commercial Mills 

March 31,1975 

6.0 

8.0 

Raghuvanshi Mills 

March 31, 1975 

6.25 

8.0 

Sri Krishnarajendra Mills 

March 31, 1975 

2.0 

5.0 

Sutlej Cotton 

March 31, 1975 

6.0 

11.0 
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of such puchases on market 
stability was evident as recent¬ 
ly as mid-1975, and annual 
deficits in Soviet output may 
remain a feature in the medium 
term. 


World grain stocks are at 
their lowest level in more than 
- two decades, and international 
i grain markets thus remain 
:very sensitive to new market 
developments. A disappoin- 
} ting yield is in prospect for the 
present crop season ending 
rJune 1976, and this highlights 
/the fact that world food secu¬ 
rity remans potentially cnt'cal. 
tTh^ increase m food supplies 
isought through national and 
►Jinternational efforts thus re¬ 
trains difficult to attain. 

>1 Dwindling Stocks 
* 

i At the end of the 197^-75 
6>< l asoii ended June 1975, stocks 
t of wheat, rice and coarse 
igrams held by major exporters 
I ware estimated at 50 million 
line trie tonnes, about 8 mi'ho” 1 
ltonnes les^ than the level of 
year.before For tlu* w«m*\ 1 
Sts a whole, excluding the Peo- 
yple’s Repub’ o of China and 
^the Uni m of Soviet S'L^a’st 
^ Republics, stocks tiro estimated 
jjto have dec'mcd to about 97 
jmillion metric tonne., an 
^amount less than the 100-110 
Jiuiii’on metr c tonnes consi¬ 
dered to be a m'n mum safe 
Jlevel for the uninterrupted 
»cflow of ^uppLcs. More am- 
* n1enippl.es are not *n prospect 
3 ?in the current season, 
cj 

Bj The emergence in recent 
>y.yeartof the USSR as a major 
hjnet importer is a significant 
U|iiew Actor in the world grain 
o-utiution. Since 1972, the 
(xicafe and timing of Soviet 
2yM*rchases were principal cau¬ 
ses of an unprecedented rsq 
n market prices. The impact 
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As the 1974-75 season be¬ 
gan, world supplies of cereals 
seemed ample in relation to 
foreseeable demand. A sub¬ 
stantial recovery had been 
achieved during 1973-74. and 
the widespread increase in acre¬ 
age planted in cereals had en¬ 
couraged expectation of an 
even better harvest during 
1974-75. As the season pro¬ 
gressed, these hopes were 
dashed because bid weather 
substantially reduced y ; clds per 
acre in many producing areas 
For cereals, lota 1 output in 

1974- 75 declined by more than 
three per cent; the >etback hi 
wheat output (a decline of 
five per cent) wjs sustained 
mainly b> the USSR whereas 
lower US output ot maize was 
responsible for the dec! ne in 
world output of coarse gn* ns 
R«c- pmducFor. fo 11 only mar- 
tv vi y from the W* 74 peak 

Adverse C onditions 

Unfavourable weather once 
again sucads in the wry of high 
yields for 1975-/6. Against an 
cvp'c ed eight per cent reco¬ 
very ’n ecrea. 1 output during 

1975- 76, adverse growing con¬ 
ditions m many parts of the 
wor f d, particularly in the 
USSR have lowered expecta¬ 
tions to a recovery of only 
about one per cert- an addi¬ 
tion barely sufficient to meet 
growth in world consumption, 
leaving stocks of wheat ard 
coarse grains by mid-1976 in a 
relative pos»tion even worse 
than that of mid-1975. Re¬ 
plenishment of stocks to safer 
levels must aw r ait future 
seasons. 


Deficit in mate. 

dp i mmrnmtm 

o*or the part few years iqu 
swrtataed (total import <fe- 
maud at nearly the 1972*73 
record volume. In 1974-75, 
trade of both wheat and rice 
was maintained at about the 

1973- 74 level, but a decline of 
nine per cent in trade of coarse 
grains reflected both lower 
availabilities and a reduced 
demand for feedgrains be¬ 
cause of the world economic 
recession. The net effect of the 
relatively high trade volumes 
for both wheat and rice during 

1974- 75 was that end-season 
stocks held by major exporters 
were further reduced; wheat 
stocks were at their lowest level 
in two decades, while rice 
stocks were only about a third 
of their peak level of four years 
earlier. The outlook for pro¬ 
duction in 1975-76 indicates 
that the volume of world tr: de 
in grains is likely to remain at 
least as high as that of the past 
two years. 

Changing Pattern 

Reflecting tile rapidly charg¬ 
ing pattern of the worid gram 
supplies and trade, market pri¬ 
ces fluctuated w.Mly dur»ng 
J 974-75. Prices of most 
items peaked in October 1974, 
with the subsequent down¬ 
turn reaching a trough early 
m 1975. World r ce prices 
fell the most (by 45 per cent), 
from an average of $596 a 
metric tome in June 1974 tv) 
an average of S328 in Jidy 1975. 
The decline in wheat prices 
was on the order of 21 pu cent 
In both wheat ar.d nee, pr ces 
have r sen in rcccit months, 
but only moderate Jy by com¬ 
parison with the peak prices 
of 1974. Most prices of course 
grains foJlowtd a broadly simi¬ 
lar deebne, but no upturn has 
material zed in recent months. 
Given the minor changes in 
the supply ard trade prospects 
for 1975-76, prices are likely 
to remain at historically h'gh 
levels but generally lower utd 
more stable than they were 
during 1974-75. 

Mounting concern of na¬ 
tional governments over the 
unsettling influences of gtain 
markets in the past few 
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thprftlti to put into 


measures to deal with arista 
situations, in addition to poli¬ 
cies already in effect to n* 1 


courage expansion in output. 

In the United States, a tern* 
porary measure for monitor* 
ing trade in wheat and coarse 
grains was applied effective 
October 1974. At the same 
tune, both Argentina atd « 
Canada temporarily suspended 
exports. The European Eco¬ 
nomic Community (EEC) sus¬ 
pended its measures that en¬ 
courage use of grains for ani¬ 
mal feed rather than for direct 
consumption and took measu¬ 
res to regulate grain exports* 
outside the Community: ex¬ 
port taxes were raised sharply. 
In October 1975, the United 
States ond the USSR s*gr<.d a 
five-year agreement urder 
which trade in grains would be 
stabilized al predictable ann ul 
levels. 


Various efforts are urder way 
to negot ate a reu r irterra- 
tioua 1 agreement for cereals. A 
preparatory group has been set 
up to exanvre possible bases v 
for negot ; at ng a rew wheat 
agreement w.th prov s ors for 
full market intervention. 

Wheat Agreement 

The presei i Intcmrlioral 
Wh^t Agreement ermt* ; rto 
effect m 1971 whin the icoro- 
mic provis : ors of the 1967 
Agretmcn k p^ul * 4 : s due to 
exp*re or Jure ?P, 1976 At the 
meeting of the grm,p he’d ‘n 
September 1975 the IJS autho¬ 
rities proposed the establish¬ 
ment of a gram reserve of ?0 > 
million metric tons, consisting 
of 25 million tonnes of wheat 
and five million tonnes of rice. 
The reserve, to be held na¬ 
tionally, is interded as a buffer 
against sizable shortfalls in 
world gtain production. Other ( 
countries, notably the EEC, ' 
have made other reserve pro¬ 
posals. 

World wheat production in 
1974-75 is estimated at about 
358 million metric tonnes, 
nearly five per cent (18 million 
tonnes) below the previous 
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oowirtjnil 4etpife a two pet 
oaat inomasa hi planted ueu. 
to toa USSR where yields fell 
fc by oeady 20 perc eat, output 
Xadiosd from the record 110 
million topnes iq 1973-74 to 
84 million tonnes in 1974-75. 

Wheat output in ths United 
States, the teext largest pro* 
Iducer after ths USSR and the 
leading exporter, reached a 
new record of 49 million ton¬ 
nes but was sharply lower 
than earlier expectations. Des¬ 
pite an increase of 21 per cent 
in ths area planted, the in¬ 
crease in output was only five 
b P w cent because yields declined 
by nearly 14 per cent to their 
lowest level in over five years. 
Wheat output in Canada, the 
second largest exporter, dec¬ 
lined by 19 per cent from the 
record crop of the previous 
year. 

Lesser Intake 

International trade during 
1974-75 m wheat and wheat 
..flour, excluding intra-trade of 
/the EEC, is estimated at 
around 62 million tonnes, ap¬ 
proximately one million tonnes 
less than that of the previous 
crop year and five million 
tonnes less than the peak 
volume of 1972-73. Apart 
from India, which increased its 
imports of wheat and wheat 
flour by 2.7 million tonnes to 
6*4 million tonnes, most 
other countries reduced their 
imports m 1974-75. World 
wheat output outside the 
USSR was about four million 
tonnes higher than the rcla- 
^tively good crop of 1973-74. 

Carryover stocks of wheat 
m the five main exporting 
countries at the end of their 
respective crop years are esti¬ 
mated to have declined by 
about one million tonnes to 
25 million tonnes, their lowest 
level since 1951-52. The reduc¬ 
tion in world stocks was due 
to a contraction by 3.2 million 
tonnes in Canadian stocks, 
which more than offset in¬ 
creases m the EEC and the 
sited States. By the end of 
the 1974-75 season, each of 
tnc throe major exporters— 

eastern kxmqmjst 


the EEC, and the 
Waited state*—held about one- 
third of the total stocks. 


Wheat prices began to firm 
in September. 1974, after hold¬ 
ing steady in July and August, 
and then rose further to reach 
a season's high of $194 a met¬ 
ric tonnes in October 1974. 
The sharp rise reflected sue* 
cessive downward revisions in 
harvests in major producing 
regions (India, North America, 
and the USSR) and a counter¬ 
part rise in import require¬ 
ments as evidenced by major 
exporters’ forward commit¬ 
ments. However, partly due 
to stabilisation measures en¬ 
forced by many exporters and 
the then bright prospects for 
output in the 1975-76 season, 
wheat prices eased steadily, 
closing the season at about 
$128 a tonnes. The subsequent 
deterioration in crop condi¬ 
tions in most European 
countries, coupled with large 
purchases by both the USSR 
and Poland begginnmg in July 
1975, caused wheat prices to 
rise sharply to $170 a tonnes 
in August 1975. 

Recent Setback 

Rrcjnt s:tback$ m Euro¬ 
pean crop conditiors have 
altered considerably the pios- 
p:cts for a good recoverv in 
output during 1975-76. World 
wheat output is currently 
estimated to d crease by 
ab^ut two p*r cent, despite 
an estimated increase in 
acreage of two per cent, 
successive downward revisiors 
of world wheat oujput have 
reduced the earlier hope of 
rebuilding stocks during this 
crop year. 

The world rice situation 
during 1974-75 was more in 
balance than in the previous 
two crop years. In 1974, 
world paddy production avail¬ 
able for consumption and 
trade in 1975 was estimated to 
have declined by less than one 
per cent to 323 million metric 
tonnes, compared with the 
record crop of 325 million 
tonnes harvested in 1973-74, 
Most of the decline occurred 
in the Par East, the major 
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iouwn of supply, whara xnon- 
aoon rains were erratic and 
cropt suffered from both lortg 
periods of drought and heavy 
feeds. At the same time, 
fertilizer supplies were in¬ 
adequate, as high prevailing 
prices forced cutbacks ana 
reduced usage. Output short¬ 
falls experienced in Bangla¬ 
desh,, India and Thailand 
combined to a total of about 
nine million tonnes. These 
losses were partly offset by 
good production gams achie¬ 
ved in the People's Republic 
of China and the United 
States, the two leading rice 
exporters.. Production also 
increased in Korea, Malaysia, 
Sri Lanka, and particularly 
in Indonesia, the leading rice 
importer: in that country, ex¬ 
tensive use of fertilizers and 
expansion of farms yielded a 
record crop of 22.8 million 
tonnes, nearly one million 
tonnes above the previous year. 

With larger supplies avail¬ 
able in both the People's Re¬ 
public of China and the Uni¬ 
ted States, as well as expansion 
in the output of most major 
importing countries, a more 
balanced supply and demand 
situation prevailed durmg 
1974-75. Other contributory 
factors included thes witch 
by some deficit producers 
(Bangladesh and India) to 
less expensive cereals (wheat 
and sorghum) and reliance on 
concessional sources of supply. 
Other importing countries, 
such as Indonesia, were able 
to increase sufficiency rates, 
thus reducing import demand. 

Rice Declines 

Overall, world trade in rice 
in 1974 is estimated to have 
declined to about 7 3 million 
tonnes, about 100,000 tonnes 
less than shipments in 1973. 
The value of rice trade, how- 


rice exports declined due U» 
lower shipments, all the majbr, 
exporting countries realized 
substantial gains in 1974. 

Reflecting mainly the reduc-i 
tion in import demand, rice 
prieds eased considerably dur¬ 
ing 1974-75. After reaching a 
high of $635 a metric tonne t 
in April 1974, the price dec¬ 
lined steadily and at times; 
sharply to $335 a tonne by* 
the end of June 1975. Thisj 
was $320 a tonne (41 per cent) 
lower than a year earlier. 1 
About 70 per cent of this dec¬ 
line reflected four successive 
reductions in levies on rice*' 
exports from Thailand. I 

I 

Bright Prospects 

Prospects fpr the current; 
1975-76 season are promising, 
reflecting not only timely and 
plentiful monsoon rains in ^ 
Asia, where 90 per cent of the ' 
world’s rice is grown, but also , 
increased supplies and lower 
prices of fertilisers, as well as 
favourable growing conditions 
m most other countries. With! 
world prices still sharply! 
above those of 1972-73, many! 
countries have raised their 
price support or official pro¬ 
curement programmes in or¬ 
der to encourage production. 
World paddy output is expec¬ 
ted to reach a new record of 
around 340 million tonnes,! 
about five per cent higher than 
the 1974-75 output. 

I 

Although international trade 
m rice is expected to increase 
modestly from the 1974 level, 
a moderate rebuilding of rice 
stocks in some exporting coun¬ 
tries seems likely. Export 
availabilities are thought to 
be ample compared with im¬ 
port demand. 


ever, inreased sharply by 

$1.6 billion to about $33 bl- World production of coarst* 
lion, due entirely to the high grains (maize, barley, oats, 
world price* The price for rye, sorghum, millet and mixed 
Thai 5 per cent broken, f.o.b., grains) during 1974*75 dcc- 
Bangkok, averaged $541 5 a lined by 3 6 per cent to 651 
metric tonne in 1974, $245 a million metric tonnes, the same 
tonne (nearly 83 per cent) level as m 1971-72. The dec- 
higher than the estimated line of 24 million tonnes lromj 
average for 1973. Except for the record crop of 1973-74 
Japan, where earnings form was primarily due to poor 
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growing conditions, as the ana partly doe to Ifcensing of ex* 
■own is estimated to have in- ports and other measures en- 
creaaod by one per cent. Most forced by the tlS government 
of the decrease in production ant' also due to a distinct weak- 
of coarse grains was attribut- ness in demand. By the end 
able to a sharp fall of nearly of June 1975 prices were vir- 
20 million tonnes in maize out- tuaiy unchanged from those 
put Except for barley and of a year earlier, prices of 
rye, output of all other coarse all coarse grains followed 
grains also declined in 1974-75 


broadly sipnlai pattern. ; 

Tbe 1975-76 prtspecti fot petted td sh&W wpanmittit 
coarse grab's have dtlerlorc- mm tKl|t 2 pet cent. Kfett 
ted considerably as poor grew- nUhmt&t of stocks H not likely 

a conditions have svbstan- to any considerable extent by 
y towered yields in srrr>y the end of the season, tut the 
important producing areas, final outcome will crucially 
particularly in the United depend on the import demand. 
States, the USSR and western —IMP Sumy 


The largest decline m the 
production of coarse gtains 
occurred in the United States, 
where total feedgrain output 
declined by 36 million tonnes 
(19.5 per cent) to 150 million 
tonnes. The output of maize 
declined from 143 million 
tonnes to 118 million tonnes, 
despite an 8 per cent increase in 
area planted Late planting due 
to wet weather, drought during 
the growing season, and early 
frost caused yields to decline 
by 22 per cent Output of 
coarse grains in Canada also 
declined, by about 14 per cent 
to 17.5 million tonnes. Out¬ 
put in other areas of the Far 
East, North Africa, and parti¬ 
cularly South Africa, increa¬ 
sed markedly but could not 
offset the large decline in 
North America 

Course Grains 

Production of coarse grains 
in the five main exporting 
countries during 1974-75 dec¬ 
lined by 33 million tonnes 
(13 per cent) to about 
200 million tonnes. Opening 
stocks, estimated at 28.1 mil¬ 
lion tonnes, were about 10.5 
million tonnes lower than a 
year earlier. Total supplies 
of coarse grains were there¬ 
fore apout 43 million tonnes 
(16 per cent) lower than those 
in 1973-74. 

World trade m coarse grains 
during 1974-75 is estimated to 
have declined by about six 
million tonnes to 60 million 
tonnes. Almost all ot the 
decline was due to sharply 
lower imports by the USSR, the 
EEC, Japan and the People’s 
Republic of China, which to¬ 
gether cut their imports by 
nearly eight mlhon tonnes 
from 1973-74. 

Prices of coarse grains rose 
sharp y from the beginning of 
the 1974-75 season, reaching a 
peak in October 1974. There 
after, prices declined steadily, 
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Tests for the budget 

The case for careful reflation has been adequately stated by now and it is also suffi¬ 
ciently understood and generally accepted. The phrase “careful reflation” suggests 
the importance of a fine balance being kept between the twin needs of avoiding the 
resurgence of inflation and promoting higher levels of economic activity in the nation. 
Although inflation, in the crude sense of spiralling prices, has been contained, the 
basic inflationary potential itself has not been eliminated from the body economic. 
There is a fundamental imbalance between the basic needs of the large and growing 
population in our country and the current or immediately prospective production of 
goods and services m the economy Until and unless this imbalance is corrected or 
reduced, there will always be the risk of any significant increases in money supply/ 
triggering off a revival of inflationary pressures. At the same time, unless further* 
investment is undertaken wherever it is urgently required and an attempt is made 
simultaneously to stimulate effective demand in those areas where existing industrial 
capacities are not being fully utilized, economic growth generally and employment 
opportunities in particular will be adversely affected. 

Currently, thinking in the government seems to favour an increase in the levels 
of public investment as a main instrument of boosting both current production and 
further economic expansion. To the extent that investment, both in the public 
sector and the private, has been starved for some years now. this approach has a lot 
to its credit. There is however need for reconciling a higher level of public invest¬ 
ment with the continuing demands of the government’s anti-inflationary policy. 
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The deputy chairman of the Planning Commission has uttered a timely warning 
against an increase in the current rate of expansion of money supply. As a matter oi 
fact, even this rate has begun to cause anxiety in some quarters because it bas been 
noticed that a substantia] amount of bank credit is being utilized in the public sectoi 
for purposes which are not strictly productive. It is also rather disturbing thal 
money supply has been expanding while both production and demand have declined 
in several important areas of the industrial sector. In these circumstances any 
increase in public investment should be so regulated that it does not necessitate subs¬ 
tantial deficit financing nor cut into the government’s ability to initiate those changes 
in monetary and fiscal policies which are indicated for the all-round revival of thq 
economy and its long-term growth through the revival of demand levels and the 1 

growth of production and savings. , 

r 

All <his is an important part of the necessary background to the forthcoming 
central budget. One of the main aims of that budget should surely be to reassure) 
the public that there will be no slackening in the effort against inflation. It is cleail 
that this would mean the avoidance of substantial deficit financing. Here the psycho^ 
logical aspect could be even more important than the strictly monetary aspect an^ 
nothing would probably do more to strengthen the anti-inflationary psychology in the 
nation than a clear sign that the government is determined to hold down levels ofl 
deficit financing 

The practice of restraint in this matter would no doubt set limits to the exten 
to which the government could employ fiscal measures for the tegulated relation o 
the economy. These limits however need not be unduly narrow since any revival o. 
the economy or expansion of economic activity would generate more tax revenue^ 
or other resources for the public exchequer In the field of direct taxation it is now! 
common ground that selective relief should be given in corporate taxes for promoting 
the investible resources available to industry particularly where capital-intensive 
plans or projects are concerned. It is possible that opinion has not similarly finned 
up in favour of selective reliefs in personal taxation. It would however be a pity if 



the case for concessions in personal in¬ 
come tax were to suffer by default. 

There is ample evidence in our own 
economic history as well as in the econo¬ 
mic history of other industrialized or 
industrializing countries that high rates 
of personal taxation kill the initiative, 
consumption and savings and thereby 
hit the economic growth and the resourc¬ 
es needed or available for economic 
growth at all points. A reduction at the 
marginal rate of taxation as well as the 
restructuring and rationalization of the 
first four .slabs of taxable income for the 
purpose of reducing the liability of as- 
sessees who have considerable potential 
for contributing to the economic growth 
and savings in the community is very 
likely indeed to pay rich dividends to the 
nation. As a non-inflationary means of 
administering a dose of desirable refla¬ 
tion to the economy, changes in income 
taxation along these lines can hardly be 
bettered. 

Finally it is well to remember that if 
maximum benefit is to be derived from 
a reorientation of policy towards econo¬ 
mic growth, tbe fiscal changes and other 
economic measures, which may be initia¬ 
ted through the central budget or other¬ 
wise. should be imaginative and bold. It 
is already late and if only a little is to be 
attempted now, it could well become a 
case of too little too late. As in the 
matter of fiscal policy, in other areas too 
the government should not hesitate to be 
innovative and enterprising. 


Fortunately there are indications that 
ideas are active in many spheres of policy 
making. For instance, not only business¬ 
men but also bankers are now becoming 
convinced that flexible bank credit and 
interest rate policies will have to be fol¬ 
lowed if the economy is to obtain grow¬ 
ing space. The view is taking shape that 
the time has come not only for quantitive 
relaxations in credit for productive pur¬ 
pose but also for bringing down the cost 
of credit for industry and commerce. 
There is strictly no reason why changes 
in monetary policy, even of a major kind, 
should await any ceremonial occassion 
mch as the presentation of the central 


budget. Mr Subramaniam*s budget as an exctcfte *in improving the govern- 
performance, in fact, will be judged ment’s management of the economy in its 
by a wide-ranging testing of its merits several aspects. 

Balancing external trade 


The significant increase in the produc¬ 
tion of steel, non-ferrous metals, fertili¬ 
sers, heavy chemicals and food-grains 
during the current financial year Bhould 
have been helpful to tbe country in 
avoiding a high deficit in foreign trade. 
However, due to the confusion in the 
international situation in 1974-75 and 
the difficulty in anticipating a pick-up 
in industrial and agricultural production 
this year, imports have been coming in 
at a fast rate and serious difficulty has 
been experienced in absorbing larger 
supplies of raw materials and compo¬ 
nents. High prices of end-products have 
also heightened the problems ot market¬ 
ing and there is now talk about a glut of 
steel, aluminium, fertilisers and food- 
grains. 

The exportable surplus in steel is 
estimated at over 1.5 million tonnes, 
much more than the increase in the 
production of the major steel plants. 
This is because of the conclusion of huge 
contracts for imports in 1973-74. Even 
with a staggering of imports and sus¬ 
pension of fresh purchases, supplies are 
being received against earlier contracts 
and it will take at least two years for the 
congestion in stocks to be reduced. 
Likewise, in respect of fertilisers, the 
increase in internal production may not 
be more than 4.5 lakh tonnes of nitrogen. 
With heavy imports and reduced stocks 
with dealers, in anticipation of a lower¬ 
ing of prices, the indigenous producers 
have been compelled to hold large stocks. 
The aluminium industry for its part can 
maintain its current level of monthly 
output of over 18,000 tonnes only if 
about 40,000 tonnes of metal can be 
exported or processed products of cquivn- 
lent quantity shipped. As regards food- 
grains, tbe government has not been 
prepared to take chances with imports as 
it is felt that the main factor making for 
the success of the anti-inflationary cam- 
£ 
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paign is adequate availability of cereals 
for distribution through fair-price shops. 

These new developments have natur¬ 
ally had an upsetting effect on the cal* 
culations of the State Trading Corpora¬ 
tion, Minerals and Metals Trading Cor¬ 
poration and tbe Food Corporation. 
Fortunately, the availability of adequate 
foreign aid and larger invisible receipts 
have not created any difficulty in paying 
for imports. Indeed, the level of ba¬ 
lances held abroad by the Reserve Bank 
is quite comfortable and tbe recent 
trends are in strong contrast with those 
noticed in 1974-75. On February 13, 
1976, foreign balances stood at Rf 
998.99 crores, against Rs 632.89 crores 
on March 28, 1975, representing an 
increase of Rs 366.10 crores. In the 
same period in 1974-75, there was a 
decline in these balances by Rs 23.63 
crores to Rs 506.25 crores. Even taking 
into account the use of oil facility in 
August 1975, there has been a net rise 
of Rs 171 crores so far in 1975-76 in 
balances held abroad, while in the same 
period in 1974-75 a decline ; of as much 
as Rs 501 crores was recorded. The 
accretions to foreign exchange reserves 
even with a larger trade deficit in the 
first nine months of the current financial 
year amply testify to the fact that aid 
utilisation had been effective and receipts 
also have exceeded expectations. 

The budgetary position of the central 
government also should have been favour¬ 
ably affected by larger foreign aid though 
the opening of new accounts with banks 
in foreign currencies by non-resident 
Indians will not be similarly helpful. 
The foreign balances, however, can be 
used for meeting balance of payments 
deficits with necessary adjustments being 
carried out under various heads. U 
should not be overlooked, however, that 
the financing of trade deficits with foreign 
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aid or foqsign exchange resources from 
non-Tesidtot Indians will be only adding 
to Urn liability of the country and waste¬ 
ful expenditure also will be involved if 
care is not exercised in effecting pur¬ 
chase in a period of wide fluctuations in 
prices. The difficulties and failures in 
anticipating situations and losses in 
storage and transit are costing the buyers 
heavily and no precise estimate can be 
made of the losses incurred as a result of 
Jmports at heavy prices, exports at lower 
prices, ’ double freight charges and the 
interest burden. 

The buffer stocks of foodgrains have 
been rising steadily and with current 
holdings around 11 million tonnes, the 
quantities imported have served only to 
.build up stocks along with procured 
foodgrains. That is to say, the expendi¬ 
ture on imports of five million tonnes of 
foodgrains in 1975 amounting to Rs 650 
crores has not been recovered through 
sales from fair-price shops and should 
be treated as so much “money in the 
bank'*. The value of stocks of fertilisers, 
non-ferrous metals and steel in excess of 
normal inventories can also be taken at 
Rs 350 crores. A total of Rs 1000 
crores of imports of commodities indi¬ 
cated above is, therefore, surplus to 
immediate requirements and the necess¬ 
ary adjustments should be made in 
assessing the significance of trade deficit 
in 1974-76. 

The trends in foreign trade in the 
first nine months of the current financial 
year are not encouraging, Even with a 
steady rise in exports to Rs. 2,689 crores 
from Rs. 2,346 crores in April-December, 
1974, the deficit has risen to Rs 1,113 
crores from Rs 671 crores. The unpre¬ 
cedented deficit has been brought about 
by a spurt in imports to Rs 3,802 crores 
from Rs 3,017 crores. 

The data for December, 1975, how¬ 
ever, are encouraging as imports have 
declined sharply to Rs 375.03 crores 
from Rs. 486.34 crores in November, 
with exports rising to Rs. 341.76 crores 
from Rs. 336.96 crores. The trade defi¬ 
cit, therefore, has contracted in this 
month sharply to Rs. 33.27 crores from 
Rs. 149.38 crores in November. Can it 


be taken that the period of heavy im¬ 
ports has been left behind and it will be 
possible henceforth to make do with an 
annual rate of imports of Rs 4,300 
crores ? If exports could be raised to Rs 
4,000 crores, the gap will be only Rs 300 
crores in 1976-77, There may not even 
be any need for having a deficit as 
imports of foodgrains and steel can be 
completely eliminated. Fresh purchases 
of fertilisers too can be drastically re¬ 
duced, while there can be a saving of at 
least Rs 50 crores in non-ferrous metals. 
On this kind of reasoning, there can be 
slashing of imports to Rs 4,000 crores 
in 1976-77 from Rs 5,000 crores likely 
to be reached in 1975-76. If exports 
could be raised to Rs 4,000 crores as 
stated above, foreign trade could be 
conducted on a balanced basis, and 
foreign assistance may be helpful in 
effecting repayments and building up 
reserves further. There may not be any 
anxiety when attempting to prone im¬ 
ports drastically as the stock of food- 
grains and various other items in excess 
of immediate requirements and having 


On February 10, the Reserve Bank of 
India issued a circular to all scheduled 
banks to simplify their procedures for 
giving export ciedit. The RBI suggested 
that the minimum possible late of in¬ 
terest should be charged in cases where 
preshipment or post-shipment credit was 
extended beyond the period stipulated 
for concessionary ceiling rates of interest. 
It added that the banks should continue 
to give priority to export and that there 
should be no complaints that they were 
charging unduly high interest on export 
credit. But how is the RBI going to 
make sure that its instructions are 
promptly and faithfully implemented by 
banks ? 

For the past many years, export pro¬ 
motion has been given high priority in 
our economic policy. The RBI's Gover¬ 
nor has also repeatedly urged banks to 
deal expeditiously with the problems of 
export credit. But exporters continue 
to complain about the delay and diffi- 


a value of Rs. 1,000 crores can always 
be utilised for meeting shortages. 

It is likely that industrial production 
will rise by even 8 per cent in 1976-77 
with ampler availability of power and 
better utilisation of existing cipacit>. 
There will also be additions to the capa¬ 
cities in the steel, fertiliser and non- 
ferrous industries. If only agricultural 
production can be maintained at a high 
level in the next season and the happy 
trends noticeable in the industrial sector 
also continue, the disturbing develop¬ 
ments of 1972-74 in the economic situ¬ 
ation will be a thing of the past. It only 
remains to be seen that will be the 
impact of a higher level of Plan outlay 
on the operations of several sectors of 
the economy in the coming months and 
to what extent the capacity for absorp¬ 
tion will increase significantly with the 
revival in capacity. The new develop¬ 
ments in 1976-77 should, therefore, mark 
a turning point in the country’s economy 
if only the grip gained in raising agricul¬ 
tural production is not loosened. 


culty in getting adequate credit on com¬ 
petitive terms. The Economic Survey % 
issued by the union Finance ministry in 
Fcbruarv. 1975. acknowledged that 
“there have been complaints from expor¬ 
ters that banks were not according due 
priority to export credit 9 ' and expressed 
the hope that this situation would be 
corrected. But the circular issued by the 
Reserve Bank on February 10 shows that 
banks aie yet to realise the importance 
of providing timely credit for export at 
reasonable rates of interest. A standing 
committee, set up by the RBI, on export 
finance has been functioning for the past 
few months. This committee includes 
the representatives of the union minis¬ 
tries of Finance and Commerce, the 
Foreign Exchange Dealers 9 Association 
of India, the Export Credit and Guaran¬ 
tee Corporation, Industrial Development 
Bank of India and commercial banks. 
The RBI has explained that the standing 
committee is expected “not only to look 


High cost of export credit 
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into problems, as they arise out of the 
implementation of export credit policies 
but also to anticipate such problems and 
suggest suitable measures'*. But what 
exactly is the mode of functioning of 
this committee 7 How often does it 
meet, how does it maintain liaison with 
actual exporters, and how does it enforce 
its recommendations ? 

The latest report on Currency and 
Finance, issued by the RBI, gives an 
encouraging picture in regard to the 
credit made available to exporters. "The 
export sector", says the report, "conti¬ 
nued to be ah important segment of the 
priority sector". It reveals that the out¬ 
standing credit at the end of December, 
1974, was R$ 771 crores or Rs63 
crores higher than the level a year ago. 
It points out that the increase was wholly 
accounted for by public sector banks 
whose share rose from Rs 557 crores to 
Rs 627 crores and that it was more pro¬ 
nounced in respect of post-shipment 
credit which rose by over Rs 61 crores, 
the rise in pre-shipment credit being 
Rs 2 crores. But since exporters conti¬ 
nue to complain about the inadequacy 
ind high cost of credit, the RBI should 
ook into this matter and satisfy itself 
hat its directions are actually imple¬ 
mented by banks. 

The commercial banks are eligible for 
merest subsidy at 1.5 per cent per an- 
lum for export credit offered by them at 
i rate of interest not exceeding the pres¬ 
cribed ceiling. According to the report 
>n Currency and Finance, the claims for 
.ubsidy under this scheme amounting to 
*s 7.53 crores received from 43 eligible 
>anks were settled during the period 
toly, 1974, to June, 1975, of which prc- 
hipment credit accounted for Rs 4.21 
crores and post-shipment credit for 
3.32 crores. The total subsidy given 
indcr this scheme since its inception 
ip to June 30, 1975, was Rs 30.07 crores. 
The Reserve Bank should examine why, 
n spite of this subsidy scheme, banks 
generally are not taking sufficient interest 
n export and why it has become neces- 
!ary to remind them again and again of 
he importance of export credit. 

Opportunities for augmenting our ex¬ 
torts and for industrial collaboration in 
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various pgrts of the world have increased 
greatly in recent months but Indian 
businessmen can avail themselves of 
them only if banks play their part. It 
is not enough if the Reserve Bank merely 
lowers the rate of interest and simplifies 
the procedures for export credit. It is 
also important to ensure that our rates 
are competitive with those of other 
countries. 

The Federation of Indian Export 
Organisations pointed out in last 
September that an Indian exporter 
was required to pay interest on an aver¬ 
age at 15 per cent against his counterpart 
in the UK who paid 11 per cent and in 
Japan 11^ percent. MrRaunaq Singh, 
the president of the Federation, explained 
how in other countries the exporters 
were getting more finance and at lower 
costs than in India. He said : "I fail 
to understand the special sanctity in 
making available to exporters money at 
concessional rates only for a certain pe¬ 
riod. In other countries no such period 
is stipulated for export finance. It is 
left to the bank and the customer to 
determine the period for which he would 
need funds to execute the export con¬ 
tracts in hand." He suggested that the 
system of stipulating 90 days and 180 
days should be abolished and the export 
finance made available on the merit of 
each case and the period determined 


accordingly. He also observed that if 
funds made available at concessional 
rates were misused by exporters, stria* 
gent action should be taken against them. 

It is significant to note that even the 
jute industry has complained from time 
to time about the unhelpful attitude of 
banks. The Indian Jute Mills Associa¬ 
tion said on January 16 this year that 
"if it is really intended to help the jute 
industry out in its worst financial crisis, 
the Reserve Bank of India should make 
its directives to commercial banks on 
relaxation of credit control mandatory**. 
The Association added: "Otherwise, 
all such RBI directives, as widely pub¬ 
lished in the press, while creating an im- 
pressson that the needs of the industry 
are being taken care of, are treated by 
the banks as merely recommendatory. 
As a result, these are seldom acted upon 
and few mills are seen to benefit in any 
way". 

It is understood that in Bangla¬ 
desh credit facility is available for over 
180 days which is extended even to one 
year and that the rate of interest is only 
about 61 per cent. The government of 
India, therefore, should take effective 
measures to ensure that our export 
efforts are not in any way handicapped 
due to the inadequacy of credit or its 
high cost. 


.aitetn 
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Sir Aichibald Rowlands’ first budget which is 
also the first post-war budget deserves to be com¬ 
mended not only tor its vivid appreciation of (be 
problems of the difficult and critical transition 
from war to peace economy but also for seeking 
to implement in the fiscal sphere the economic 
policies that should govern action. It has tried 
to translate into appropriate and definite fiscal 
measures the needs of an economy that has been 
ravaged and distorted on account of the war. The 
criteria by which a budget following the end of 
the war should be judged are how far It ensures 
speedy and effective rehabilitation and restoration 
of peace-time economy and how far it provides 
for conditions by which income, employment and 
expenditure may be maintained or at least preven¬ 
ted from serious decline or collapse. Judged by 
the above, the budget must be pronounced to be 
as bold and imaginative as circumstances warrant. 


The maintenance of the economic health of the 
country and keeping up the buoyance of its eoo- 
nomy require firm and energetic fiscal action and 
it is to the credit of the Finance Member that he 
has displayed commendable courage in adopting 
fiscal expedients to achieve their purpose. Ope 
of the contributions which recent economic tho¬ 
ught has made towards clearer understanding of 
the key to prosperity is the relation between 
aggregate expenditure, private and public, and 
the level of employment and income. The Fina¬ 
nce Member has shown an awareness of this inti¬ 
mate relation and taken steps to see that the 
levels of public and private capita] expenditure 
are stimulated In every possible way, so that the 
inevitable fall in the combined defence expenditure 
of the order of Rs 600 crores compared to pre¬ 
vious years may not result in a collapse of prices 
or in depression and unemployment. 


m 
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Haryana: Plan outlay up 


f4o kew tftxey have been proposed in 
Ike Hirygna budget for 1976-77. The 
esHdkates ihow a surplus of Rs 33.54 
croms on revenue account though there 
is an ovefail deficit of Rs 16-99 crores 
after taking into account the capital 
bunget and an opening deficit of Rs 8.92 
crores. Mr R.S.C, Mittal, the state 
Finance minister, pointed out that the 
deficit was largely because of enhanced 
alee of the annual Plan for 1976-77. He 
hoped, however, that the deficit might be 
reduced substantially after the receipt of 
additional central assistance for the 
schemes in the priority sector. The defi¬ 
cit is also likely to be reduced through 
streamlined tax administration leading to 
increase in recovery of taxes. 

The Plan outlay for 1976-77 has been 
tentatively placed at Rs 111.15 crores 
for various development schemes against 
an outlay of Rs 101.27 crores for 1975- 
76. Additionally, a sum of Rs 8.81 
crores is to be spent on the centrally- 
sponsored schemes. Tn fact the government 
hopes to increase the size of the Plan 
further during the course of the year. 
Irrigation and power, which constitute 
the basic infrastructure for the develop-’ 
ment of the state, receive high priority. 

The number of the electricity consu¬ 
mers, which increased from 406,000 in 
1968-69to 754,000 in 1974-75, is expected 
to increase further. The introduction of 
high-yielding varieties of seeds and the 
use of chemical fertilizers have substan¬ 
tially increased the demand for power for 
running pumsets and tubewells. In order 
to improve the availability of power, the 
second unit of 60 MW thermal plant at 
Faridabad is to be commissioned soon, 
bringing the total thermal capacity in the 
state to 204.30 MW in 1976-77. Steps 
are also being taken for the instal¬ 
lation of a third unit of 60 MW at this 
station. Two thermal units of 110 MW 
each are being set up at Panipat where 
work has started and most of the equip¬ 
ment from BHEL has been received. To 
make sufficient additional capacity pos¬ 
sible, a sum of Rs 52.80 crores is pro¬ 
posed to be invested in power projects 
during the year* Out of this, a sum of 
Rs 20,07 crores has been earmarked for 


multipurpose power projects- two Beas 
units and Beas transmission lines. 

Irrigation projects have been accord¬ 
ed high priority with an allocation of 
Rs 18 90 crores in 1976-77, to be spent 
for the completion 6f projects under way 
as well as new projects which have been 
considered necessary for the growth of 
the State economy. This being the mid¬ 
year of the fifth Plan, The completion of 
most of the continuing major and medium 
irrigation schemes such as the Gurgaon 
canal project, the western Jamuna canal 
project, the Indira Gandhi lift irrigation 
scheme, the Birendra Narain Chakra- 
varty lift irrigation scheme, the lining of 
Hansi. branch, remodelling of Butana 
and Sunder sub-branch and the new regu¬ 
lator at Dadupur will be hastened. In 
addition to these schemes, work has been 
taken in hand on the Pandit Jawahar Lai 
Nehru lift irrigation scheme, on which an 
expenditure of over Rs 8.83 crores will 
have been incurred by March 1976. The 
state government has been waiting for the 
final decision of the central government 
on the state’s share in surplus 
Ravi-Beas waters, so that work on the 
Sutlej-Yamuna Link scheme costing Rs 
57 crores may be taken in hand. The 
state has provided one crore of rupees 
for this scheme in the budget for 
1976-77. 

It is expected that after the completion 
of these schemes the south-western parts 
of the state will receive new irrigation 
facilities which will provide relief from 
recurring famines. It will also help in 
eliminating regional imbalances and in 
stabilizing <the level of agricultural pro¬ 
duction in the state. 

The Plan provides Rs 12.94 crores for 
the agricultural sector during 1976-77. 
Additionally, centrally-sponsored schemes 
aggregating to Rs 5.39 ciores are also 
proposed for implementation in this sector 
during the year. The target for food- 
grains production has been placed at 4 93 
million tonnes for 1976-77 as against the 
output of 4 66 million tonnes during 
1975-76. To achieve this target the 
state will have to make arrangements for 
the supply of quality seeds, fertilizers and 


other inputs for the farmers. The use of 
high-yielding varieties of seeds has al¬ 
ready been popularised and during 1975- 

76 an area of 1.49 million hectares wa* 
covered under them. The target for 1976- 

77 has been placed at 1.57 million hect¬ 
ares. The state is laying emphasis du¬ 
ring kharif 1976 on increasing the area 
and yield of rice and bajra, the two 
major crops of this season The hybrid 
Bajra-3 variety is intended to be replaced 
by the new disease-resistant PHB-14. 
The state has proposed mass contact 
programmes, demostration-cunv training 
programmes and kisan melas to achieve 
this objective. 

In the field of industry too. The state 
has made substantial progress. The 
Haryana Poly-steel, Hissar, and Haryana 
Television at Faridabad, both joint-sector 
projects, went into production during the 
current year. Besides, the Haryana 
State Industrial Development Corpora¬ 
tion is setting up various other units 
for the manufacture of glass bottles, 
synthetic detergents, caustic soda and 
hand-tools. In the private sector, a 
scooter project at Murthal, two sheet 
glass units at Rohtak and Sonepat in¬ 
volving an investment of Rs 7.26 crores 
have been sanctioned by the central 
government and are likely to be set up 
during 1976-77. The National Fertilizer 
Ltd, a public sector undertaking, is set¬ 
ting up a fertilizer project at Panipat 
with a total capital outlay of around 
Rs 50 crores. 

The Haryana State Small Industries 
and Export Corporation is setting up an 
Export Processing Zone in Gurgaon 
district for the manufacture of ready¬ 
made garments exclusively for export 
purposes in collaboration with the Trade 
Development Authority. The central 
government scheme for the grant of 15 
per cent subsidy against capital invest¬ 
ment to industrial units in declared back¬ 
ward areas of the state has been imple¬ 
mented. A total amount of Rs 21.25 
lakhs was sactioned as subsidy to 45 
industrial units in the state during 1974- 
75, and Rs 30 lakhs were earmarked for 
his purpose for 1975-76 while a provi¬ 
sion of 20 lakhs has been made for 
1976-77. 
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Capital's Corridors 

R. C. Umnwt 

Steel plans • Drug prices • Energy 
requirements 


Tub draft production plan of the Steel 
Authority of India (SAIL) for the next 
financial year—'which is proposed to be 
finalised soon in consultation with the 
workers of the steel plants and the other 
concerned agencies such as the railways, 
power supplying authorities and coal 

< producing organisations—envisages step¬ 
ping up of the output from the six inte- 

\ grated steelworks at Bhilai, Durgapur, 
Rourkela, Bakaro, Jamshedpur and 
’ Burnpur to 8.2 million tonnes of ingots 
1 and 6.465 million tonnes of saleable 
' steel. This will mean an additional pro- 
( duction of 0,95 million tonnes of ingots 
j (13.2 per cent) and 0.769 million tonnes 
of saleable steel (13.4 per cent) compared 

* to the estimated current year's output of 
1 7.75 million tonnes of ingots and 5.7 

million tonnes of saleable steel. 

capacity utilisation 

Excluding the Bokaro plant, where 
the various units are either under cons¬ 
truction or passing through a gestation 
period, the overall capacity utilisation 
in the integrated steelworks next year 
1 will go up to 82.1 per cent in terms of 

< ingot steel and 85.4 per cent in terms of 
saleable steel. Last year the overall 
utilisation of capacity was 69 per cent 

’ in terms of ingots and 72.8 per cent in 
terms of saleable steel. The two per¬ 
centages for the current year are likely 
1 to be 77.5 and 82.3, respectively. 

The latest assessment of the union 
ministry of Steel and Mines reveals that 
the production of ingots at the six inte¬ 
grated steelworks during the period 
1 April, 1975, to January, 1976, aggregated 
1 to 5.899 million tonnes, as against the 
target of 6.333 million tonnes. Produc¬ 
tion during the whole of the current 
f financial year is estimated to be of the 
} order of 7.25 million tonnes, as against 
' the target of 7.697 million tonnes. 

* t 

1 The targets set for the various steel¬ 
works during the above period were 

* nearly achieved in the case of most of 
the plants. Bhilai, for instance, turned 
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1.813 million tonnes of ingots during 
the 10 months ending January, as against 
the target of 1.869 million tonnes, Durga¬ 
pur 0.812 million tonnes as against 0.825 
million tonnes, Rourkela 1.03 million 
tonnes asagainst 1.082 million tonnes and 
Burnpur 0.511 million tonnes as against 
0.527 million tonnes. In the case of 
Bokaro, the output had been of the 
order of 0.264 million tonnes, as against 
the target of 0.406 million tonnes. The 
Jamshedpur works too could produce 
only 1.469 million tonnes, as against its 
target of 1.624 million tonnes. 

accelerated tempo 

The tempo of production, which 
picked up a great deal after July, has 
been accelerated further in February. It 
is expected to continue at a high pitch 
this month. So the output of ingot steel 
during the current financial year is ex¬ 
pected to be of the order of 2.2 million 
tonnes at Bhilai, one million tonnes at 
Durgapur, 1.28 million tonnes at Rour¬ 
kela, 0,35 million tonnes at Bokaro, 1.8 
million tonnes at Jamshedpur and 0.62 
million tonnes at Burnpur, as against 
the yearly targets of 2.25 million tonnes 
one million tonnes, 1.3 million tonnes, 
0.567 million tonnes, 1.95 million tonnes 
and 0.63 million tonnes, respectively. 

So far as saleable steel is concerned, 
the production during the 10 months 
ending January has been as follows (the 
target for each plant is indicated in 
brackets) : Bhilai 1.514 million tonnes 
(1.472 million tonnes); Durgapur 0.581 
million tonnes (0.635 million tonnes); 
Rourkela 0.832 million tonnes (0.742 
million tonnes); Bokaro 0.138 million 
tonnes (0.165 million tonnes); Jamshed¬ 
pur 1.270 million tonnes (1.245 million 
tonnes) Burnpur 0.407 million tonnes 
(0.418 million tonnes); total 4.689 million 
tonnes (4.676 million tonnes). 

The output of saleable steel during 
the whole of the current financial year at 
the various steelworks (target within 
brackets) is anticipated to be of the 
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following order >. Bhilai L820 million 
tonnes (1.770 miQion tonnes); Durgapur 
0.725 million tonnes (0.1% million tonnes); 
Rourkela1.025 million tonnes (0.900 mil¬ 
lion tonnes),Jamshedpur J.470 million ton¬ 
nes (1.500 million tonnes); Burnpur 0.500 
million tonnes (0.500 million tonnes); 
total 5.700 million tonnes (5*700 million 
tonnes). 

Compared to the assessment of 
December last, when it was feared that 
the achievement in respect of the pro¬ 
duction of saleable steel during the 
current financial year may fall short of 
the target of 5.7 million tonnes by about 
50,000 tonnes, the latest assessment re¬ 
veals that the situation has improved 
markedly, although the Bokaro plant is 
now expected to yield only 0.160 million 
tonnes of saleable steel, as against 0.200 
million tonnes anticipated in December 
last (target 250,000 tonnes). The short¬ 
fall in production at Durgapur is now 
expected to be just 55,000 tonnes, as 
against 100,000 tonnes anticipated in 
December. Bhilai plant is now likely to 
produce nearly 50,000 tonnes more than 
the target as against the December esti¬ 
mate of 30.000 tonnes, and the Rourkela 
unit as much as 125,000 tonnes more as 
against 70,000 tonnes. If the latest 
assessment of the current year's output 
turns out to be correct, the six integrated 
steelworks will be yielding nearly 0.80 
million tonnes of saleable steel more 
than they did last year—16 per cent 
increase. 

Bokaro plans 

Next year, Bokaro is expected to add 
a million tonnes to its production. The 
second blast furnace of this steelworks 
is likely to be commissioned early in 
April. 

Disclosing the above facts, the minis¬ 
ter for Steel and Mines, Mr Chandrajit 
Yadav, told newsmen last week that the 
government was aiming at a production 
of 14.5 million tonnes of saleable steel 
by 1980-81. The project reports of the 
Visakhapatnam and the Vijayanagaram 
steel plants, he said, were being got 
ready. They were expected to be sub¬ 
mitted to the government by the end of 
this calendar year and would form part 
of the future planning. 

The case of the Salem steel plant, 
the minister revealed, was being sympa¬ 
thetically considered. A decision in this 
regard would be taken soon. 

A committee, Mr Yadav further 
stated, had been constituted to prepare 
a 25-year perspective plan for the steel 
industry. In the context of this plan, 
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At expansion* of At Misting steel 
plant*, including that of Durgapur* would 
be considered at the appropriate time. 


$teel exports, Mr Yadav added, were 
showing an encouraging uend. They 
are likely to fetch Rs 220 crores worth 
of foreign # exch*nge this year and Rs 250 
mores worth next year. Imports of steel 
which have been curtailed very signi¬ 
ficantly this year, are expected to be 
out down to a bare Rs 30 crores next 
year. 


XXX 


The minister for Chemicals and 
Fertilisers, Mr P. C. Sethi, last week 
told the members of the Parliamentary 
Consultative Committee attached to his 
ministry that the State Trading Cor¬ 
poration had decided to reduce with 
effect from April 1 its margin of profit 
on drugs and pharmaceuticals imported 
by it to four per cent from its present 
five per cent on the c i f. cost. This, he 
expected, would have its impact on the 
prices of formulations made out of the 
basic drugs canalised through the STC. 


Mr Sethi added that during the 
current year, the STC had reduced the 
prices of seven bulk drugs imported by 
it. The price reduction in some cases 
had been more than Rs 500 per kg. The 
drugs concerned were Ampicillin Anhy¬ 
drous, Ampicillin Sodium, Ampicillin 
Trihydrate, Chloramphenicol Palmitate, 
Chloramphenicol Powder, Chlorampheni¬ 
col Sodium Succinate, and Jndomcthacin. 
There had been a consequential reduction 
in the prices of formulations based on 
these drugs. 

The minister revealed that the entire 
question of the pricing of drugs was 
under examination. The government 
had made a detailed analysis of the 
recommendations of the Hathi Commi¬ 
ttee and this analysis had indicated that 
the prices of essential drugs would go 
up if the recommendations of the com¬ 
mittee were accepted. The government 
while taking a final decision would take 
into consideration the need to maintain 
price stability in the case of essential 
drugs as well as the need to ensure a 
reasonable return to the producers. 

In the meanwhile, as a result of cost 
examination by the Bureau of Industrial 
Costs and Prices, the prices of Vitamin 
B-12, Riboflavin-5 Phosphate Sodium 
and Benzathin Pencitlin had been re¬ 
duced. 


Mr Sethi told the members of the 
committee that out of tbe 117 essential 
formulations used extensively in medical 
practice in the urban and rural areas, 
about 36 drugs had been taken up for 
price reduction. The decision in respect 
of these drugs would be taken soon. 

The members raised the question 
of industrial licences granted to foreign 
drug companies for the manufacture of 
drugs and pharmaceuticals and demand¬ 
ed that these companies should be 
compelled to produce more and more 
basic drugs. 

The minister said that the Hathi 
Committee itself had recommended that 
the foreign companies producing formu¬ 
lations based on bulk drugs should be 
made to manufacture bulk drugs within 
a specified period. In accordance with 
the recommendations of the committee, 
the government had already taken suita¬ 
ble action to make these firms go basic. 
Whenever industrial licences were grant¬ 
ed, a condition was imposed that the 
production of formulations would be 
allowed only if the firm would take up 
bulk manufacture from the basic stages 
either straight away or within a period 
of time. They were also required to 
make available 50 per cent of the bulk 
drugs for non-essential formulations. 

xxx 

Matters concerning fuel also came 
under a good deal of discussion last 
week in the two consultative committees 
of Parliament attached to the ministries 
of Energy and Petroleum. The minister 
for Energy, Mr K. C. Pant, informed 
the members of the parliamentary com¬ 
mittee attached to his ministry that 
production of coal during the current 
financial year was expected to exceed 
the target of 98 million tonnes by about 
a million tonnes. The next year’s target 
he revealed, has been put at 108 million 
tonnes. » 

As a result of the improvement in 
production this year, the availability of 
coal, Mr Pant said, had eased very 
considerably all over the country. Some 
of the consumers, in fact, had asked for 
the suspension of supplies to them as 
they did not have enough storage space. 
The stocks of coking coal at the major 
steel plants, he revealed, now were at 
record level of over 16 days’ consump¬ 
tion, as against just three days’ consump¬ 
tion in December, 1974. 

Mr Pant also gave some figures of 
the improvement in productivity in 


the coal industry. In the CM A fields, 
the output per man-shift this year, he 
said, was estimated at 0.66 tonnes as 
against 0.62 tonnes in 1974-75, in the * 
BCCL mines around 0.53 tonnes as 
against 0.42 tonnes, and in the Smgareni 
mines about 0.68 tonnes as against 0.62 
tonnes. The total investment in the 
nationalised coal industry during the 
current financial year was likely to be of 
the order of Rs 240 crores as against 
Rs 130 crores last year. 

marked improvement 

The power availability, Mr Pant dis¬ 
closed. had also shown marked improve¬ 
ment throughout the country except in 
Maharashtra, Karnataka and Madhya 
Pradesh where some shortages were 
being experienced. The situation in the 4 
western region, he. however, hoped would 
improve with the commissioning of a 
number of new generating units which 
were under construction. These included 
the Korba stages II (120 MW) in 
Maharashtra, tbe Gandhinagar thermal 
station (120 MW) in Gujarat and 
the Korla expansion and Amarkantak > 
expansion (12o MW) in Madhya Pradesh, j 
Nearly 2,000 MW of new capacity, Mr , 
Pant added, would have been commis-, 
stoned by the end of the current financial 
year. 

The minister for Petroleum, Mr K. I 
D Malaviya, assured the members of 1 
the Parliamentary Committee attached to 
his ministry that all efforts were being 
made to secure supplies of crude oil 
from the friendly countries of west Asia 
to meet the current requirements. The 
supplies were being ensured through 
bilateral arrangements, as there was no 
indication yet of any price reduction 
by the OPEC Convenient terms were 
being tried under the bilateral arrange¬ 
ments. 

A contract, Mr Malavjaya stated, had 
already been signed by the Indian Oil 
Corporation with the Abu Dhabi Nation¬ 
al Oil Company for the supply of one 
million tonnes of crude during the current 
year. Iran had also agreed in principle 
to continue supplies. The supplies to 
Madras Refineries weie already secured 
under a long-term contact with the 
National Iranian Oil Company. Imports 
to the extent of 2.6 million tonnes were 
expected under this arrangement this 
year. 

An all-out effort, Mr Malaviya added, 
was being made to step up indigenous 
production of crude. The work in the 
Bombay High area had been expedited 
for this purpose. 
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POINT OF VIEW 

Critical minimum and the multiplier 

M. Mukhopadhyay 


In the formation of Gujarat state, the 
entrepreneurship in Gujarat was provided 
the necessary challenge and it fired the 
imagination of the traditionally enter¬ 
prising Gujarati. A new sentimental 
meaning was provided to the concept of 
setting up an industry in Gujarat. The 
authorities also threw open the whole 
state for greater industrial growth and 
productivity. The state took such actions 
as would lead to further broadening and 
strengthening of the entrepreneurial base. 

To overcome the inadequacies of physi¬ 
cal and material resources as well as the 
imbalance of structure, the state partici¬ 
pation in certain sectors in industrial 
activity came to be considered indispen¬ 
sable. The technicians were demanding 
greater attention, potential for ancilla- 
ries was not fully utilised and new growth 
points in the large and medium sectors 
were to be established. It was felt that 
government assistance through active 
participation in the share capital and 
management of such industries and pro¬ 
jects which were capital intensive and 
vital to the growth of industrial activity 
in the state was necessary. 

catalyst role 

In this effort the Gujarat Industrial 
Investment Corporation Limited played 
the role of a catalyst as the development 
bank providing capital investment and 
term loan assistance in promotion, ex¬ 
pansion, diversification and renovation 
of industry with special emphasis on 
the creation of entrepreneurship and 
development of backward areas. It thus 
mobilised the large potential of the state 
in manpower, expertise and commercial 
genius, besides the physical and mate¬ 
rial resources. 

GIIC has assisted large, medium and 
small scale sectors of industry in all 
major items of manufacture. It has 
offered long term finance, underwriting 
support, subscription of public issues and 
guaranteeing of advances from other 
investment sources, in participation with 
financial institutions at national level, 
with the Gujarat State Financial Corpora¬ 
tion and nationalised banks providing the 


balancing investment. Instead of compe¬ 
ting with other financial institutions and 
substituting their efforts, GIIC has adop¬ 
ted a complementary role laying greater 
stress in a consortium approach. With 
an accent on inter-institutional under¬ 
standing, GIIC has successfully bridged 
the investment gap for industrial develop¬ 
ment in Gujarat. This rapport among 
financial institutions at all levels contri¬ 
butes to rapid growth of industrial invest¬ 
ment ensuring right dispersal and balanced 
development. 

investment generation 

It is to be noted that with critical 
minimum assistance provided, the actual 
investment generation can be over five 
times more than the assistance sanctioned. 
With GIIC assistance of Rs 28 crores 
sanctioned to more than 300 units in the 
large and medium scale sector, and Rs 
6.50 crores to more than 1000 units 
in the small-scale sector, investment 
generated has been about Rs 190 crores. 
The assistance rendered has gone into 
providing ample ancillary support and a 
growth nucleus ensuring balanced pro¬ 
gress in all sectors of the economy. 

In the initial years of operation, a broad 
spectrum of small projects covering items 
of choice by entrepreneurs was assisted 
by GIIC. Now, against the national 
perspective of new priorities and appre¬ 
ciating the need for canalising the huge 
efforts of new entrepreneurs into those 
fields which require greater attention 
for development, a new approach has 
been taken. Today, the teeming millions 
in the most back*:"»rd areas of the state 
are demanding gruu;r attention for em¬ 
ployment, for industry, and for area 
development. Likewise, a number of 
minerals and other resources available in 
various growth centres invite better ex¬ 
ploitation. These resource pockets, both 
material and human, are now being 
provided the immediate focus. 

Special afforts are made to identify 
small viable projects for implementation 
in backward talukas, centrally subsidi¬ 
sed districts and other backward districts. 
To this end, market studies have been 
undertaken and it has been found feasi¬ 


ble that with local resources and a cer¬ 
tain critical minimum assistance a num¬ 
ber of small projects can come up in the 
various parts of the state. A study of 
industrial potential of Sabarkantha, 
and Panchmahals districts, has esta-r 
blished feasibility for setting up new units 
for six items in Sabarkantha and 11 items 
in Panchmahals. Likewise, surveys are/ 
being undertaken for other backward 
districts. i 

To service the needs of backward areasj 
of the state, regional offices are being setl 
up to provide special attention in partici-; 
pation with Gujarat State Financial 
Corporation. A backward area ceffj 
established jointly by G1DC and GSFC ■ 
has already started functioning in tee cor- - 
poration and has embarked upon the ini- : 
tial spadework. 


special campaign 

Besides adopting 11 backward talukas 
—Dahod, Devgadh Baria, Limkheda, 
Lunavada, Halol, Deodar, Dhanera, 
Sami, Khedbrahma, Barodha and Bhi 

loda_a special campaign each for Sabar- 

kantha and Panchmahals districts 
has been drawn up. In addition, the 
corporation has participated in the spe¬ 
cial campaigns already organised for pro¬ 
motion of industrial investment in the 
districts of Broach, Panchmahals and 
Kutcli. 

It is obvious that in a responsive eco¬ 
nomy the catalysing efforts of GIIC can 
release great potentials for industrial deve¬ 
lopment. Its total sanction of about Rs 
35 crores has generated investment oi 
about Rs 190 crores. Similarly provision 
of a certain critical minimum assistance 
in the backward regions of the state car 
help develop a strong growth nucleus in 
the rural industrial economy. 

Assistance rendered by the corporatiorj 
or the promotion of industrial invest¬ 
ment in backward areas upto March 31 
1975, is summed up in the TablcJ. 

The corporation lias accelerated tlu 
industrial development of 55 most back¬ 
ward talukas identified by the state govern 
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ment as needing the highest priority. The 
Kandla Free Trade Zone is another area 
where concentrated efforts arc made. 
The industries in 56 backward talukas in 
various districts are entitled to conces¬ 
sional rate of interest from GIIC at 
7£and nine per cent for loans up to Rs 12 
lakhs and above Rs 12 lakhs respectively. 

The rate of interest in the other talukas 
of Surcndranagar, Panchamahals and 
Broach districts—not covered by 56 
backward talukas—is eight and 12 per 
lent for loans upto Rs 12 lakhs and 
above Rs 12 lakhs respectively. This inter¬ 
est rate structure is fully indicative of the 
graded assistance pattern adopted for 
the benefit of hitherto underdeveloped 
regions, in the larger interest of removing 
the regional imbalance of industrial 
growth. 

Although a Urge portion of GItC assis- 
ance is of late canalised into capital for¬ 


mation and promotion of industries in 
the backward regions of the state, it is 

Tablb I 

Aid sanctioned to Backward Districts 

Small Medium & 
Backward areas scale large 

industries industries 


No sane- No sanc- 
of tion of tion 
units (Rs units (Rs 
lakhs) lakhs) 

Panchamahals, 

Surcndranagar and 
Broach districts 
where central sub¬ 
sidy is available 
for new indust¬ 
ries 59 30.07 30 468.16 

Other seven back¬ 
ward districts 141 65.62 42 311.20 


clear that no* single agency would have 
the capacity to effectively tackle the deve¬ 
lopment of all the backward areas* As 
such, the various state level agencies and 
corporations are joined together with the 
total perspective and goal in view. 

The important dimension of &IIC parti¬ 
cipation in the backward area develop¬ 
ment is its own large scale industrial pro¬ 
jects being set up in these areas. For 
example, the Machine Tools project, the 
Carbon Black project, and the Cresole 
project, are'all in backward areas or 
talukas. Other projects being planned 
in the backward regions are for tyres and 
tubes, alloy steel and portland cement. 
With the steady progress in the projects, 
the backward areas will generate invest¬ 
ment of Rs 15 crores by the end of 1978 
and another Rs 60 crores by the end of 
1980. This would ensure the develop¬ 
ment of ancillary industries and increase 
employment potential. 


Rational price policy for coconut 

Dr. M.V. George and Gopinadhan Nair 


Stable prices and adequate marketing 
acilities are essential for the develop¬ 
ment of agriculture. This is especially 
rue of perennial crops involving large 
nvestment and long gestation period. 
*ow ever, one of the most distressing 
features of coconut prices during the 
?ast ooe decade has been the abnormal 
luctuations in prices from year to year. 
Vs can be seen from Table I, the whole- 
ale prices of coconut oil has experienced 
1 peaks and 4 troughs during 1964- 65 
o 1974-75, despite the fact that pro¬ 
fusion has remained more or less stable. 
Vs coconut in Kerala is largely a small 
armer’s crop and marketable surplus 


constitutes nearly 80 per cent of total 
production, its price variation affect the 
incomes of a large number of small 
cultivators. 

Studies in India and elsewhere have 
shown that agricultural production is 
responsive to price changes. But in the 
case of perennial crops with long gesta¬ 
tion periods, these relationships are more 
complex as the cultivators tend to equate 
the stream of incomes with the stream of 
expenditure over a long period. A 
rational price policy for coconut should 
take into account various factors such 
as the cost of production, a reasonable 


return on investment over a period of 
time, and above all considerations of 
parity in respect of other crops and the 
general price level. In this article, an 
attempt is made to derive a reasonable 
price for coconut based on these criteria. 

Obviously the first criterion, even in 
the case of a subsistance economy, should 
be the cost of production. Unfortunately 
data on the cost of cultivation of coconut 
over a period of time are not available. 
A survey conducted by the State Bureau 
of Economics and Statistics in 1960-62 
and the Farm management Studies by 
the Ministry of Food and Agriculture, 


Table I 


Wholesale Price Of Coconut Oil At Ernaknlam 


(Rupees per Quintal) 


Year 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

March 

April 


June 

1964-65 

268.50 

266.13 

263.00 

272.45 

283.00 

307.97 

315.00 

314.50 

334.44 

326.05 

376.88 

394.69 

1965-66 

428 13 

448.44 

435.88 

465.65 

534.00 

518.15 

492.00 

467.25 

420.75 

456.47 

441.54 

421.03 

1966-67 

422.66 

445.35 

420.26 

436.02 

453.24 

462.99 

442.65 

447.17 

428.19 

422.97 

422.14 

440.44 

1967-68 

492.22 

490.56 

527.47 

594.69 

613.02 

609.95 

612.20 

549.55 

480.77 

497.53 

477.62 

447-50 

,1968-69 

451.13 

494 23 

510.86 

500 69 

490.52 

456.53 

441.58 

427.31 

423.16 

415.44 

412.11 

483.24 

,1969-70 

488.90 

495.27 

541.96 

561.64 

625.12 

656.22 

664.48 

619.50 

567.41 

571.28 

685.20 

686.75 

1970-71 

69169 

757.96 

755 99 

730.36 

782.23 

767.44 

717.84 

600.55 

578.05 

589.35 

558 65 

553.04 

1971-72 

562.78 

590.30 

575.26 

557.92 

529.93 

522.38 

506.69 

483.03 

477.02 

462.55 

447 76 

481 16 

1972-73 

570.45 

550.93 

5*9 21 

555.69 

587.61 

587.78 

578.19 

641.08 

645.67 

715 51 

773.25 

800.50 

,1973-74 

889.94 

821.57 

916.26 

1086,9 > 

1285.00 

1290.00 

1299.50 

1196.75 

1075.31 

1146.66 

1152.00 

1138.7ft 

4 974-75 1119.38 

1129.00 

1131.25 

1110 83 

1182.75 

1162 81 

1123.28 

1002.00 

923.75 

900.31 

855.38 

814.06 
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government of India, during 1962-65 
throw tom* light on this aspect. By 
making adjustments for the increased 
cost of inputs, land values and yield 
levels, fairly accurate estimates of the 
cost of production could be arrived at 
for the most recent period. According 
to the Farm Management Study, the 
cost of production of coconut in 1962-65 
worked out to nearly Rs. 23 per 100 
nuts (Table II). 

Table II 

Coconut Cultivation—'Distribution of 
Inputs Per acre 1962-63 to 1964-65 

(Rs per acre) 


Items 

Amount 

Labour charges 

82.50 

Green manure, compost, etc. 

21.80 

Fertilizers, insecticides 

9.20 

Rental value of land 

234.00 

Irrigation, land revenue, 
taxes etc. 

4.40 

Depreciation of Implements, 
interest etc. 

3.90 

Total 

355.80 

(Yield, 1500 nuts/acre) 



Source : Studies in the Economics of 
Farm Management in Kerala, Direc¬ 
torate of Economics and Statistics, 
Mraistery of Agriculture, government 
of India, 1971 and 1972. 


Since then the cost of labour and other 
inputs such as manures and fertilizers 
have gone up several fold. Average 
wages have gone up from Rs 1.90 per 
manday in 1960 to Rs 6.70 in 1974. 
Similarly, one kilogram muriate of 
potash cost Rs 1 50 in 1974 as compared 
to only Rs 0 36 in 1963 Since cost of 
labour, manure and fertilizers accounted 
for nearly 95 per cent of the total vari¬ 
able costs (excluding land), the average 
cost per unit was blown up by a multi¬ 
plier representing the increase in the 
price of labour and fertilizers. Thus, the 
cost of production in 1974-75 would 
work out to Rs 81 per 100 nuts. How¬ 
ever. in these calculations, no allowance 
has been made for increase in producti¬ 
vity during the period on the ground 
that such gains have been mainly offset 
by the fall in production consequent on 
the widespread prevelance of coconut 
disease in the state. 

Another variant of the cost of produc¬ 
tion approach is the budgeting technique 
whereby the recommended farm practi¬ 
ces, their costs and average yields are 
taken into account to estimate the per 
unit cost (Table 111). 

It is estimated that the average annual 
cost of maintaining a coconut garden 
using the level of inputs as recommended 
by the package of practices, come to Rs 
890 per acre. To this may be added 
interest on capital investment for the 
value of land, at the rate of 11 percent. 
The total of annual cost would thus work 
out to Rs 3090, and on the basis of an 


average yield of 4000 nuts per acre, the 
average cost per 100 nuts would work 
out to nearly Rs 77. This does not in¬ 
clude the cost of management and own * 
labour. 

TABLr III 

Estimated expenditure and Returns In 
Coconut Cultivation (Budgetted) 1974-75 


(Rs per acre) 


Item 

Amount 

Labour charges 

Bavin making, ploughing 
etc, 10 days 

80.00 

Green manure, seed 

30.00 

Green Manure and compost 

240.00/ 

540.00^ 

Fertilizer 

Total maintenance 

890.00 

Interest on capital for land 
value at 11% on 20,000 

2200.00 

Total 

3090.00 

Yield at 50 nuts for 80 trees. 
4000 nuts 

Average cost of production 

I 

Rs/100 nuts. 77.25 



It is only natural that the returns from 
coconut cultivation should be sufficient 
so that investment can be worthwhile^ 
Unlike annual crops, coconut cultivationj 
involves a stream of capital costs and a 
streams of benefits. Hence, it is neces-; 
sary to bring them both to their present) 
value and compare the total revenuq 

! 

\ 


T\BLF IV 


Internal Rate of Return per aere of Coconut Garden 

(Rs/acre 


Years 

Capital & 
current 
cost 

Annual 

benefits 

Net 

cash flow 

Present value 
co-efficient 
at 15% 

Present 

value 

<^) 

( h) 

<-) 

(+) 

i 

468S 


4685 


8695 

4073 60 

... 

2 

1303 


1305 


7561 

986 70 

• •• 

3 

1390 

... 

1390 


6575 

913.90 

• •• 

4 

1815 


1825 

•«• 

5718 

1043 50 


5 

2010 


2010 


4752 

999 40 

... 

6 

2010 

• a* 

2010 


4323 

968 90 

... 

7 

2010 

• •• 

2010 


3759 

755 60 

... 

8 

2263 

1596 

669 


3269 

219.00 

... 

9 

2265 

3192 

• • • 

927 

2443 

... 

263.55 

10 

2265 

4788 

... 

2523 

2472 

... 

623.70 

11 

2265 

6384 

... 

4112 

2149 

... 

885.23 

12jo 40 yrs. 

2265 

7980 

... 

5715 

14081 

9860 60 

8047.80 

9819.75 


Note ; Project life estimated at 40 years, coconut price estimated at Rs 75/100 nuts 
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obtained over the whole productive life 
of the coconut tree and the total cost 
over that period 1 . The average rate of 
return which equalises these two streams 
of totaj costs and total returns is known 
as the internal rate of return. (Table IV 
P’ 413) It is found that the internal rate 
of return in coconut cultivation is 15 per 
cent at the price of Rs 76 per 100 coco¬ 
nuts. It means that at the prevailing 
, market rate of interest—15 per cent—the 
price of coconut should not be less than 
Rs 76 per 100 nuts. Any price lower 
, than this would reduce the internal rate 
.of return to a level lower than the pre¬ 
vailing cost of borrowing capital. 

j It may, however, be mentioned that 
jthecost of production approach either 
ithrough the cost accounting method or 
the budgeting technique has its limita¬ 
tions. The problem of valuation of 
• labour and management inputs, and large 
variations in costs from farm to farm 
make it unusable for policy decisions. 

, Besides, the cost of production, based at 
,it is, on the supply criteria, totally 
ignores. the influence of demand in the 
determination of prices. 

demand trends 

!. On the other hand, the parity approach 
( in its various forms has the advantage 
( ltbat it builds the effect of demand trends 
into price fixation and at the same time 
seeks to establish some relationship with 
the prices of the other agricultural com¬ 
modities as well as the general price 
level in the economy. Parity may be 
conceived of in a number of ways, such 
as: (1) parity between coconut prices and 
pther non-food crops; (2) parity with the 
^eneral'Consumer price index, (3) parity 
j^ith price of all agricultural commodi¬ 


ties; (4) parity of prices received for 
coconut with the pricee paid for inputs 
used in coconut cultivations. Using 
1960-61 as the base, the parity indices 
for coconut have been worked out in 
various ways, and the parity prices for 
the latest year (1974) have also been 
computed (Table V). It shows that on 
the basis of parity with the general agri¬ 
cultural prices, the rational price for 
coconut during 1974 should have been 
nearly Rs 73 per 100 nuts. Similarly, 
parity price with respect to the consumer 
price index comes to Rs 76 and with the 
price of all non-food crops Rs. 91 per 
100 nuts. 

However, for a production-oriented 
price policy, a more meaningful index of 
parity is in relation to the prices of inputs 
which go into the production of coconut. 
Because the rate at which cultivators 
take up additional inputs is a function of 
the cost-benefit ratio. Coconut is a 
crop which yields some return even with 
a minimum application of inputs or with 
no inputs at all. But the cultivator would 
increase the use of inputs only if the 
value of the additional yield (marginal 
product) is more than the additional cost 
(marginal cost). Other things being 
equal, the cultivator is guided by consi¬ 
derations of parity between prices re¬ 
ceived for the product and prices paid 
for the inputs. Since labour and ferti¬ 
liser are the major items of inputs in the 
cultivation of coconut, these prices have 
been used for computing the prices paid 
index. As could be seen from Table V, 
the parity price for coconut in relation 
to the prices of inputs thus works out to 
Rs 85 in 1974 s . 

The use of a fixed base for comput¬ 
ing parity has the obvious disadvantage 


TABLE V 


Parity Ratio of Coconut Oil with other Prices 

(1960=100) 


Year 

Parity ratio 

of coconut 

oil with respect to 

prices of 

All agricultural 
crops 

Non food 
crops 

Agricultural 
input (wages) 

Cost of 
living 

1960 

100 

100 

100 

100 

1961 

96 

97 

97 

92 

1962 

104 

106 

95 

104 

1963 

112 

106 

91 

104 

1964 

97 

104 

84 

90 

1965 

130 

116 

116 

127 

1966 

131 

116 

110 

123 

1967 

134 

118 

105 

125 

1968 

121 

115 

84 

116 

K69 

119 

121 

85 

118 

1970 

144 

126 

no 

152 

1971 

132 

124 

89 

125 

1972 

122 

117 

75 

107 

1973 

156 

127 

117 

149 

1974 

159 

127 

139 

152 


tS- 


that it doqp not reflect the changes, in 
price and input-output relationships that 
might have* occurred after the base 
period. Hence, the adjusted base method 
is used whereby the average prices of 
coconut during the past 10 years is de¬ 
flated by the average change in the 
indices of the commodity prices for the 
same period to obtain the adjusted base 
price. This is then multiplied by the 
wholesale prices index of the year for 
which estimate is made. The estimated 
parity price based on the adjusted base 
method for coconut, thus, comes to 
Rs 85 during 1974. 

It is thus evident that the development 
oriented price policy should take into 
account various factors influencing the 
demand as well as the supply of coconut. 
These include considerations of cost and 
production, a reasonable return on in¬ 
vestment, prices of competing commodi¬ 
ties in their resource use as well aa their 
end use and the general trend in the eco¬ 
nomy as a whole. 

For determining a rational and equi¬ 
table price for coconut, various methods 
have been used, viz., the cost of produc¬ 
tion, net present value, parity prices in 
relation to other agricultural commodi¬ 
ties, agricultural inputs and cost of liv¬ 
ing. Parity prices have also been esti¬ 
mated using an adjusted base method. 
Thus, a range of prices varying from Rs 
73 to Rs 91 has been obtain, which would 
satisfy the norms of economic and social 
justice. It may, however, be added 
that these approaches should not be 
used to inflate the prices of coconut. 
These provide only a range and the ob¬ 
jective of price policy should be to 
stabilise the farm prices and to keep 
them within reasonable limits to provide 
an element of stability to the general 
price level in the economy. 

References 


1 . 


The future annual margins may be 
discounted to their present value by 
means of the following expression. 

„ Ml , M2 , Mn—1 
"(1 + 0 tH-r)2 (1+r)n—1 

, Mn 


(l+r)n 

Where Ml,Mn—margin between re¬ 
venue and cost in years 1 to n ; 
n—life span of coconut trees ; redis¬ 
count rate ; and v=present value or 
present worth. 

*The parity price can be projected by 
using the formula 

Pp “-wit x Wit + 1 
Where Cp—average account prices for 
10 years, Wi=average index wages 
(input) for 10 years and Wit+1=wage 
(input) index of the year for which the 
price is to be projected. 
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WINDOW ON TH E WOHID 


Better towns with less traffic 

T (tn^An 


Important OECD Conference 

'Towns are better with less traffic so 
long as adequate provision is made for 
the mobility of workers and residents 
and the distribution of goods'*. 

This conclusion was reached at an 
OECD Conference on “Better Towns 
with Less Traffic” recently in Paris. 
The meeting, chaired by Prof. G. Scimemi 
of the University of Rome, opened by 
Ingrid Leodoltcr, Austrian minister of 
Health and Environment and attended 
by nearly 300 delegates from 23 coun¬ 
tries, also endorsed ltmits on the use of 
cars and goods vehicles “when and 
where traffic congestion and its costs are 
severe and frequent." 

The thinking about urban transport 
policy that emerged from the conference 
had been foreshadowed by a survey of 
300 cities with population of 100.000 
or more carried out by OECD. The 
returns show that municipalities which 
had previously relied largely on parking 
management and pedestrian areas to 
control traffic, are increasingly comple¬ 
menting these techniques with bus pri¬ 
orities and other measures that act posi¬ 
tively in favour of public transport and 
thus can, in the opinion of the conference, 
lead to an improvement in the environ¬ 
ment. 

At the conference itself national 
statements of policy and case studies of 
seven town s—Besancon, Bologna, 
Munich, Nagoya, Nottingham, Singapore 
and Uppsala—told the same story but 
in much greater depth. 

Nagoya, for instance, has 62 km of 
bus lanes used by 30 different bus routes, 
while both Uppsala and Besancon have 
bus-only streets that enable public trans¬ 
port vehicles to penetrate to parts of the 
centres of those cities that are out-of- 
bounds to cars. Nagoya has also made 
unprecendentedly wide use of techniques 
for protecting residential areas from 
through*traffic. Building on the experi¬ 
ence of cities such as Bremen and 
Gothenburg, Japanese traffic engineers 
have brougnt safety from through-traffic 


to about 100 square kilometres of Nagoya 
by means of no entry signs, one-way 
system and short stretches of pedestrian 
streets. 

However, such techniques may have 
the effect of merely redistributing traffic, 
and some cities arc therefore developing 
techniques capable of producing reduc¬ 
tions in traffic over extensive areas in 
order to stop congestion from blocking 
buses and damaging the service which 
they give. At Nottingham, for instance, 
traffic signals are to be used to limit the 
flow and number of cars entering the 
central parts of the town. And in Singa¬ 
pore, supplementary vehicle licences (i.c. 
permits delivered against the payment of 
a special charge to allow the entrance of 
vehicles into the central area) are being 
introduced, together with increased park¬ 
ing charges, to raise the cost of com¬ 
muting by car into the city centre. Park- 
and-ride interchanges served by express 
buses and exemption from charges for 
cars carrying four or more persons will 
enable people to go on getting to and 
from work, even though fewer vehicles 
are in use. 

penalties of time 

Nottingham’s techniques, which are 
due to come into operation before the 
end of 1975, rely on imposing penalties 
of time , which will fall equally on all 
motorists, while the Singapore approach 
which is just starting now, rests on 
penalties of cost which will inevitably 
fall more heavily on poorer than on 
wealthier motorists. The fairness of 
this rationing by price was questioned 
at the conference. A Singapore official 
said that his government had given 
careful consideration to this issue and 
had decided that pricing alone of all 
restraint techniques promised to be 
effective. He also noted that no excep¬ 
tions—for doctors, diplomats or cabinet 
members—would be granted. The 
Singapore government, unique among 
authorities described in the seven case 
studies, is also intent on curbing the 
growth of car ownership. 

Limits on the use of cars are in all 
cases accompanied by measures to im¬ 


prove mobility by other means. Thus 
both Nottingham and Besancon have 
introduced new city-centres bus services 
that link stations and car parks with the 
main shopping and commercial streets. 
Both cities have expanded their bus 
fleets as well, in order to increase the y 
frequency of service. Bologna has eli- I 
minated fares for rush hour travellers. 
Singapore is providing places for the 
owners of 10.000 vehicles to park on the 
fringes of the inner city and then ride on 
by express bus. 

para-transit 

Experiments are also underway on 
new kinds of public transport called ( 
“pare-transit” that are designed to give 
more personal sc rvice than is possible 
with municipal buses. One of these 
involves the use of shared taxis in place 
of buses during evenings and at week¬ 
ends. Service of this kind are in opera¬ 
tion in Besancon and Munich. Experi¬ 
ments are going on elsewhere with dial- 
a ride services that take travellers 
from door to door, and with services to 
help car commuters give and get lifts 
from their neighbours, thereby making 
greater use of smaller numbers of cars. 

Other forms of transport are not being 
neglected. Nagoya has created a 284 
km long network of cycleway, and a city¬ 
wide system of segregated pedestrian and 
cycleways in Vasteras in Sweden has led 
to increases in the use of two wheel 
transport. 

While it might be thought that mea¬ 
sures to limit the use of cars would be 
confined to cities where ownership levels 
are very high, this doe6 not appear to 
be the case. Thus. Singapore, Nottingham 
and Besancon are all intent on compara¬ 
ble objectives even though the number 
of inhabitants per car is 15, 5 and 3 
respectively. The explanation is that 
congestion, declining transit services, 
traffic accidents and mounting environ¬ 
mental pollution ate serious at all stages 
in the process of urban motorisation. 

The case studies presented at the; 
Better Towns w«th Less Traffic Confer- 
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encc also revealed that traffic restraint 
is being pursued in cities of very different 
sizes, as is indicated by the population 
figures for four of the cities examined : 
Nagoya (2,300,000), Singapore 
(1,500,000), Nottingham (548,000), 
Uppsala (105,000). 

A recommendation made by OBCD 
Environment minister in November, 
1974, stressed the importance of policies 
of rapidly implemented low-cost mea¬ 
sures. The conference accordingly did 
not study long-term urban infrastructure 
building programmes with budget which 
may run into hundreds of millions of 
dollars. On the contrary, the measures 
being taken, for instance in Nagoya, to 
protect residents from the danger and 
noise of through-traffic work out at 
about 8 30,000 per square kilometre, 
while the city’s entire four year pro¬ 
gramme for limiting the ill-effects of 
traffic and improving public transport is 
costing $ 28,800,000. 

At Besancon the cost of extensive 
pedestrian areas, improvements to a 
diversionary traffic route ringing the city 
centre, new buses and a new bus depot 
is $ 7,684,720. At Uppsala 8 119,083 
has been spent on environmental traffic 
i; management and at Nottingham 8217,03 


a year is being spent on running im¬ 
proved bus services. 

The implementing of traffic limitation 
policies typically begins with a year of 
an initial decision and then goes on for 
three or four more yean. At Besancon, 
however, the pace of change was faster. 
A new policy was announced in January, 
1937, and was largely effective by 
October, 1974. Speed has been of the 
essence in Singapore and Nottingham 
too. 

II 

The Consequences 

The case studies in traffic limitation 
specify how the new approaches to mobi¬ 
lity tie in with other objectives of public 
policy, such as improving the environ¬ 
ment and conserving energy, and also 
describe popular reactions. While it is 
clear that further study is needed to 
identify the precise nature of energy 
savings resulting from traffic limitation, 
opinion polls carried out in Uppsala 
leave no doubt about the feelings of 
residents at least in that city. Following 
the introduction of priorities for pedes¬ 
trians, cyclists and buses, 63 per cent of 
city centre residents and users expressed 
themselves to be very or fairly favourable 
to the changes, while 79 per cent of bus 


passengers, 67 per cent of cyclists and, 
perhaps most surprisingly, 54 par cent 
of car drivers were also favourable. 

The new policies have brought about 
indentifiable benefits. In Nagoya, for 
instance, the introduction of "traffic 
cells’* designed to protect over 100 square 
kilometres of the city from the danger 
and nuisance of through-traffic, produced 
a 43 per cent reduction in deaths within 
the protected areas and on roads 
surrounding them. An average decline 
in noise of three decibels was also re¬ 
corded within the cells. 

The other side of the coin is revealed 
in cities such as Nottingham, where the 
new central area bus services carry up 
to 100,000 passengers a week, and 
Besancon where a 31 per cent increase in 
passengers was recorded in the three 
months after the new arrangements came 
fully into operation. 

Changes in policy frequently require 
changes in administrative methods. 
Thus in Nagoya the new policies were 
worked out by a traffic management 
committee of councilors and engineers 
attached to the Prefect of Police. In 
Singapore a Road Traffic Action Com¬ 
mittee was set up to design and imple¬ 
ment new policies. In these and other 
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oftses the emphasis has been on creating 
management groups with clear objectives 
that bridge departmental divisions. 

Would these policies to limit private 
cars in towns, and to improve services 
by alternative means of transport, have 
a Significftnt impact on national produc¬ 
tion or employment 7 The discussions 
during the conference suggest that, on 
the whole, they would not. The drop in 
demand for private cars is likely to be 
limited because such policies are only 
likely in cities of a certain size where 


traffic problems are severe and will 
therefore affect only a percentage of the 
cars. Cities of more than 100,000 in¬ 
habitants have only 20 to SO per cent of 
the cars in OCED countries. 

The drop in car sales is, moreover, 
likely to be compensated by increased 
demand for buses and other transport 
equipment and services generated by 
these policies. 

To limit vehicle traffic will also help 
to conserve energy in cities, since private 


motor traffic consumes more fuel than 
most alternative means of public trans¬ 
port. 

One of the most important tasks for 
the future is to evaluate and disseminate 
experience with measures, such as 
planned congestion and supplementary 
vehicle licences, that are still moving 
from theory into practice. It is one 
thing to agree that towns are better with 
less traffic: it is another to make this 
new policy a matter of widespread, 
everyday acceptance and practice. 


Disappointing growth rate 

Javier Marquez in Latin America 


Argetina should expect a subs¬ 
tantia] fall [from the 6.5% increase in its 
GDP achieved in 1974, and Brazil’s 
growth rate will be half the 10% obtained 
last year, while Mexico’s GDP may grow 
by 4-5%. compared with 6% in 1974. 
Colombia's GDP will fall short of the 
6% increase last year while Uruguay’s 
will barely exceed \°/ t . True, some 
medium-size countries will probably 
maintain their previous rate of growth, 
as in the case of Peru (6—7%), or even 
improve on their 1974 performance, as in 
the case of Chile (which, however, will 
not achieve 5%) and particularlv Vene- 
zula (up to 6—7% increase in its GDP, 
in spite of a 25©^ fall in its oil produc¬ 
tion), but all these cases do not suffice to 
counter in any significant degree the 
sharp decrease in the rate of growth of 
the three largest countries plus a larger 
number of smaller ones. A 5% growth 
rate for the whole region seems doubtful. 


This turn of the GDP results from the 
interplay of several, sometimes conflic¬ 
ting, forces which affect differently the 
individual countries. Among them the 
following deserve particular mention: 
political unrest inhibiting investment; 
loss of dynamism of the industrial sector 
in most countries, and even out-right 
decreases in industrial production (as in 
Chile), Venezuela being an outstanding 
exception; very contrasting situations in 
building (for example, depressed m 
Brazil, booming in Argentina, Mexico 
and Peru); overall growth of agricultural 
production at better rates than in the 
past; slower growth of exports; deterio¬ 
ration of the terms of trade. 


Mr Javier Marquez is the 
Economic Advisor, Banco 
Mexicana, S.A., Mexico 


Inflation in Argetina this year can be 
described as galloping, with price increas¬ 
es of probably over 400%. Chile’s cost 
of living went up 195% in the first seven 
months of the year, although the trend is 
easing However, in the other countries 
of the region the conflicting efforts of 
labour to obtain higaer wages and of the 
authorities to moderate inflationary pub¬ 
lic expenditure without impanng develop¬ 
ment have resulted in a rate of inflation 
which, although high, is lower than that 
of 1974 : in Brazil the rate of inflation 
may fall from 34% last year to 25% in 
1975; in Colombia from 36 to 20%; m 
Mexico from 25 to 15%, wtth similar 
relative decreases in other countries. It 
is worth nothing that anti-inflationary 
efforts, in spite of the mild suceess, have 
been influential in slowing the rate of 
development of many countries of the 
region- 

delayed effects 

Latin American countries were affect¬ 
ed since and mid 1974 by the delayed 
effects of the economic recession in the 
industrial world, and are also late to 
benefit from the slow recovery since the 
middle of 1975; the prices of their primary 
exports continue low and at times such 
products meet with obstacles in import¬ 


ing countries (e g. import limitations for 
meat in the EEC) Recession or slow 
recovery, in industrialized countries hasj 
also harmed the exports of manufactured 
goods by the more advanced of the Latin] 
American countries. In some cases, thej 
imports of the latter are very inelastic 
(this applies not only to oil) and m others) 
are stimulated by domestic development 
policies and continuing inflationary pres 
sures. 

The balance of payments of Latiri 
American nations has deteriorated in 
practically all of them. Thus the shard 
fall of Argetina’s international reserved 
to dangereous levels, notwithstanding] 
several devaluations and import restric 
tions, is a well-known fact. Brazil’flj 
reserves may well fall by $1000 million, iq 
spite of its exchange (mini-devaluations] 
policy and import restraints Mexico 
has managed to maintain its Internationa 
reserves position at the cost of a steeg 
increase in its foreign indebtedness 
Countries of intermediate size, such ai 
Colombia, Peru and Chile, will also have 
a deterioration in their balance of pay¬ 
ments situation, and their efforts to refl 
nance their foreign debt have been all the 
greater in order to avoid the utilization 
of their already scanty reserves. 

No doubt, the oil countries (Bolivia 
Ecuador, Trinidad and Tobago, ant 
Venezuela) are relatively free from balance 
of payments problems, and so are a fevi 
(such as Jamica, Haiti and the Dominij 
can Republic) which have found ii 
bauxite a compensating factor for th 
high oil price. The difficulties whi 
(Contd. on p . 422) 
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More oil consumption 
leads to 

greater prosperity 
and larger exports 

In 1975, the consumption of petrol in India declined to 1.25 million tonnes. What 
discourages consumption of petrol is its inordinately high price. Yet petrol is vital to 
keeping the huge transport network and the industrial economy on the move. 

Reduced consumption is a grave hindrance to the growth of the economy and results 
in a loss to the Government. 


The case for petrol price reduction 

The production costs (including refining, transportation 
and marketing expenses) and the selling price in India 
show the enormous scope to reduce the petrol price which 
is one of the highest in the world : 


Estimated Cost Estimated Estimated 

of Production Taxes & Duties Retail Price 
per tonne and Profits per tonne 

Imported crude Rs. 866 Rs. 3,950 Rs. 4,816 

Domestic crude Rs. 426 Rs. 4,390 Rs. 4,816 

The ratio of imported to indigenous crude being 63% to 
37% the total revenue (after deducting costs) comes to an 
estimated Rs. 514 crores. 


A price reduction by Re. 1 per litre is thus possible and 
warranted. The resultant loss of revenue can be off-set 
by more employment, higher all-round production and 
consumption which will bring more revenue. 


Increased petrol consumption 
brings all-round prosperity 

Every country has found out that the car is an 
indispensable means of mass transport and not a luxury. 
That is why the socialist countries are also expanding their 
car industries in a big way. Even a small developing country 
like Malaysia considers the car a necessity and consumes 
25,000 cars a year. If the motor car industry has done 
good to the rest of the world, it can do good for us as 
well. 

In our country too the importance of the car cannot be 
overestimated. Had it not been for the growth of this 
industry even at the present rate of reduced consumption; 
India would have to spend over Rs. 100 crores annually 
for importing cars alone. Furthermore, the motor car 
industry provides employment to over 15 lakhs of our 
people. It is the only industry which generates demand 
for all sorts of goods. That is why sale of car is considered 
the most important barometer of National progress. 


<•*» 
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the car—indispensable means of transport 

In India cars alone carry about as many passengers as the 
railways, though for short distances. Millions of people 
including doctors, engineers, lawyers, executives and school 
children use cars daily. Moreover, taxis are used by office 
goers, workers, casual riders and people from all walks of 
life. All these people are not rich. Nor do they use it as 
a luxury. The car therefore is an essential means of 
transport for a growing number of people. And a growing 
transport system is essential to a developing nation's 
economic and cultural life. 

From imports to exports 

If more petrol is consumed, say, by an additional import of 
5 lakh tonnes of crude in the next two years, this will mean 
a foreign exchange outflow of about Rs. 37 crores. But 
increased consumption (even allowing for a price reduction 
of Re. 1 per litre) will bring to the Government an extra 
Rs. 134 crores by way of taxes and duties. This amount 
used in subsidizing exports to the extent of 20% would 
result in an added earning of about Rs. 700 crores—a net 
gain of Rs. 663 crores in foreign exchange. The above 
import-export equation could well be extended to all other 
fields. The export benefit in most cases will be 3 to 20 
times the cost of import. Remember, if export goes up 
by Rs. 700 crores, it would provide a tremendous boost to 
other industries. This in turn will lead to more export 
and revenue generation. 

Japan and many leading European countries do not 
produce oil. They have to meet their huge domestic 
demand by importing oil. They have certainly not been 
the poorer for it. Indeed, by encouraging their car 
industry in every way they have attained enviable social 


and economic prosperity and higher living standards. The 
table below shows the progress made by Japan in the field 
of car production and our own. While Japan’s car 
production has increased by more than 180 times over the 
part 20 years, India’s has gone up by only about 25%. 

Production and Consumption of Cars (thousand) 


Years 

Japan 

India 

1955 

20 

26 

1960 

165 

30 

1970 

3,179 

45 

1973 

4.447 

52 

1975 (estimated) 

3,617 

32 


As a result of this gigantic effort Japan’s total export of 
all commodities, industrial employment and per capita 
income have left those of India way behind as the following 
table illustrates : 


Export of all Industrial Employment Per Capita 


Years 

Commodities 

(millions) 

Income 

(in million US dollars) 



(in US dollars) 


Japan 

India 

Japan 

India 

Japan 

India 

1955 

2011 

1288 

19.0 

6.1 

224 

57 

1960 

4055 

1429 

23.3 

7.2 

458 

73 

1970 

19318 

2026 

33.0 

9.8 

1887 

99 

1973 

36930 

2946 

35.3 

10.8 

3782 

104 

1975 

(est) 54402 

4387 

36.7 

11.3 

4485 

106 


Japan has to import practically all its basic raw materials 
including iron ore, coal and oil. Yet it is among the 
world’s largest exporters. Its success is due to the 
emphasis it has given to car manufacture. India has coal, 
iron ore, bauxite and plenty of oil under soil. If Japan 
could achieve prosperity without any natural resources 
there is no reason why India should lag behind. A 5000 
billion dollar world market is open to us for export. 


To achieve our Prime Minister’s objective of removing poverty, we must ensure increased consumption 
for everybody. This is a tried and proven method of greater foreign exchange earning. Today the 
recession in the automobile industry—to which the petrol price rise is a major contributory factor—has 
affected all industries. The industries affected make up a formidable list—iron and steel, copper, zinc, 
tin, lead, chemicals, paints, textile, machine tools, bearings, electrical fittings, rubber goods, nylon etc. 

A la rge number of engineering talents, technicians and craftsmen are idle and employment of others is 
threatened. The over-all effect of a reduction m the price of petrol will therefore be increased 
production, greater employment, larger revenues and export earnings and more consumption leading to 
higher living standards. 

Reduced petrol price is a must 
for greater employment and prosperity. 

What is good for the automobile industry is good for you. 

Space donated by National Engineering Industrie* Ltd. Issued by Automotive Manufacturers’ Association of India 
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)eset the countries that are self-sufficient 
n oil, or exporting on a small scale re¬ 
stive to their overall exports (such as 
Argentina. Colombia and Mexico) have 
> different origin. It is the smaller 


countries and the mote dependent on oil 
imports (such as Costa Rica, Panama 
and Uruguay) which are faced with an 
extremely difficult situation. 


Few expect a radical change in the 
situation of the region as a whole in 
1976. It will not be a good year for 
Latin America. 


Europe changes gear Derek Riley 


,,ro have been automatic, a special 
f inkage—generally expected to be a re¬ 
vival in world trade—would have been 
equired. This linkage has proved 
»lefective throughout 1975. The decline 
n world trade worsened and one govern- 
, ncnt after another has felt obliged to 
( pply ever greater stimulants to domes- 
ic demand and to run unprecedented 
1 »udget deficits. These in a sense are a 
“>elated, and partly in consequent over- 
t ompensatory, response to the excise tax 
I {fleet of the 1973 OPEC oil price hikes. 
Vs the initial impact of the latter was 
1 nfiationary, most governments did not 
i'eel free to act immediately, fearing that 
hey would only aggravate inflation. 
Relaying the action served to exacerbate 
.he recession in 1975 ; it may add un¬ 
wanted fuel to the next boom, 
s 

* We thus find ourselves with an 
Accentuated cycle. The severity of the 
ji 974-75 setback should have dampened 
inflation more than in an ‘ordinary* 
cyclical trough. Unfortunately, because 
.het associated level of unemployment 
>nd ^corporate shake-out would be in¬ 
ferable in advanced democracies with 
,iheir powerful pressure groups, high in¬ 
built inflation still cannot be curbed 
.ufficiently to allow investment to lead 
ta upturn. 

more consumption 

Nevertheless, other ingredients for a 
•1976 upturn are now in place. The main 
jupport for the recovery must come from 
, private consumption, as confidence 
a eturns and not least because wage 
*ates, increasingly indexed to ta¬ 
xation either de facto or de jure, have 
ypically stuck at high levels. There is 
1 :ooaiderable scope for a decline of the 
xqpiud savings ratio, though this may 
, jeogr only gradually as new job creation 
villitag the bottom of the cycle. Under- 
rniployment is widespread and (on a 
Seasonally adjusted basis) European un- 


Mr Darek Riley Is Director 
of Economic Research, Euro- 
flnance, Paris. 

employment may not peak before next 
summer. 

There should also be limited inventory 
rebuilding and some recovery for con¬ 
struction, in belated response to the 
massive past stimuli to this hard-hit 
sector. The main weak spot will be in¬ 
vestment in machinery and equipment. 
Domestic and foreign demand will have 
to reach much higher levels for this com¬ 
ponent to revive on a broad front. Ex¬ 
ports once again will disappoint. 

Measures of Performance for W. Europe 

(% increase, weighted by individual 
countries’ GNP at 1975 exchange rates) 


Year-on Closing 

months at 

annual 

rates 


1975 1976 1975 1976 


Real GNP 

-3 

2 

1 

6 

Private consump- 

tion* 

1 

3 

2 

7 

Consumer prices 
Fixed investment* 

13 

9 

11 

7 

Construction 

-15 

5 

1 

10 

Machinery / 

Equipment 

—10 

-3 

-5 

2 

Merchandise ex- 

ports* 

—8 

-2 

-3 

4 

Merchandise im- 

ports* 

-9 

—1 

-3 

5 

Unemployment** 

4 

4 

4.5 

4 

Industrial Pro- 

duction 

— 9 

3 

0 

8 


* by volume* *per cent of labour force, 
excluding partial unemployment 


Yet, if year-on for 1976, first gear 
only appears to have been engaged 
(see the table), during the year second 
gear will be increasingly operational. 
Because of the abrupt drop in activity 
throughout 1975, in order to achieve 
real GNP growth of even 2 per cent 
Europe must expand atan annual rate of 
6 per cent during most of the year. Even 
so, at year-end, the European economy 
may at best find itself only where it was 
in 1974. 


We may anticipate that credit in most 
markets will remain easy throughout 
1976. Despite heavy public deficits, 
interest rates could moderate, as there 
will be little demand from the private 
sector for fixed investment, while at the 
same time cash flow should be redressed 
from admittedly highly depressed levels. 

latent inflation 

Europe’s economic health will appear 
to improve as the year advances. Lower 
unit labour costs should be partly re¬ 
flected in lower price hikes. On a short¬ 
term horizon, inflation could appear to 
have been mastered. However, far from 
being eradicated, it will merely have 
become latent. 

Of course, the foregoing are broad 
generalizations for Europe as a whole, 
but most can be applied to individual 
countries with a rule of thumb. The 
first countries into the recession will be 
the first out. The order among major 
European countries may thus be W. Ger¬ 
many, France, Italy, and the U.K. Be¬ 
cause they are heavily influenced by these 
markets, the Benelux countries, and 
Switzerland should slot in the middle. 
Scandinavia and Spain will trail. 1976 
could set the scene for renewed bottle* 
necking and price tensions in 1977, but 
that is another saga. 
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Business outlook in North America 

John D. Wilson 


Business activity in the United States 
fell sharply during the early months of 
the year, but then began a marked im- 
provement through the summer and 
autumn months. To a considerable 
extentthis change reflected a wide swing 
in inventory spending. Business cut back 
in inventories at a record rate in the first 
half year* but began buying for inventory 
again in the second half, industrial pro¬ 
duction, Gross National Product and un¬ 
employment all reflected this swing. 
Gross National Product, the broadest 
measure of economic activity, will un¬ 
doubtedly end the year in real terms 
slightly higher than twelve months car 
Her. On the average, however, real 
GNP in 1975 will be down about three 
per cent from 1974. 

Looking, ahead, most estimates foresee 
real GNP in the United States rising on 
the order of six per cent in 1976, both on 
average and from year-end to \ear-end. 
An increase of this magnitude, however 
will only carry back economic activity 
to levels prevailing at the previous peak 
in 1973. In consequence, unemployment 
will remain a major problem While the 
unemployment rate has declined from a 
peak of 8.2 per cent to a current level 
near 8 25 per cent it appears unlikely to 
fall below seven per cent m the coming 
year This promises to make unemploy¬ 
ment a major issue in Presidential cam¬ 
paign of 1976 

slower advance 

In some respects the Canadian econo¬ 
my has fared better than that of the 
United States, but in others it is worse 
off. Real GNP on the average in 1975 
will be about equal to 1974. However, 
in 1976 the advance is likely to be less 
rapid than in the US—perhaps on the 
order of four per cent. 

The major problem in Canada hasbe en 
continuing inflation, with prices rising 
at a rate of 11 per cent or more. Rapid 
increase in wage rates have pushed prices 
steadily higher. To cope with this, the 
Canadian government in October intro¬ 
duced a system of limited wage-price con¬ 
trols. These will undoubtedly cut the Cana¬ 
dian rate of inflation in 1976, but it remains 
to be seen if they can be effective over the 
longer run. 

Inflation in the United States, in con¬ 
trast, showed a decided improvement 
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during 1975. Consumer prices have 
risen about seven per cent during the 
course of the >ear, compared with 12 per 
cent in 1974, There is widespread concern 
that double-digit inflation may erupt 
again, but most forecasts foresee prices 
continuing to rise in six per cent to seven 
per cent range over the coming year 

The government provided a moderate 
stimulus to the US economy with tax 
cuts in May and June. These contribut¬ 
ed to an increase in consumer buying m 
subsequent months—a development in 
which the depressed automobile industry 
has shared The industry currently looks 
for sales of 9} to 10 million cars in 
1976—a decided impjovement over 1975, 
but still far short of the 11£ million units 
sold in 1973. 

Two areas of the economy that con¬ 
tinue lo lag are housing construction .<nd 
business capital investment. Both 
should expand in 1976, but not vigor¬ 
ously Capital investment in particular 
is not likely to increase markedly until 
the second half. At that lime rising cor¬ 
porate profits should provide a stimulus 
for heavier capital spending. 


Foreign trade, on the order hand, has 
contributed positively to the economy, 
Exdorts have been well maintained, 
while imports have declined in volume 
(although not in value). As a result the 
United States will run a trade surplus on 
the order of $ 10 bilion in 1975. t But in 
1976, with the economy expanding, im¬ 
ports are expected to advance more rapi¬ 
dly than exports. Depreciation of the 
US dollar in early 1975 helped foreign 
trade. But the dollar has now returned 
to a more normal relationship with other 
currencies. 

Canadian foreign trade in 1975 has 
been a mirror image of that in the United 
States -with weak exports (particularly 
to the US) and a trade deficit. Ctinda’s 
trade position should improve in 1976. m 
step with a strengthening of the US eco¬ 
nomy. 

One final development bears men¬ 
tion —the relatively high level of interest 
rates in the United States. Although 
rates declined significantly from peak 
levels in 1974, new issues of high quality 
bonds have carried yields between 9 per 
cent and 10 per cent, while the prime 
rate of banks has fluctuated bet¬ 
ween 7 per cent and 8 per cent Rates 
are expected to rise in 1976, espcciullv as, 
the government continues to run .» huge 
deficit. High rates will retared 1 ome-| 
building, and they may also s.ow thei 
expansion in capital investment. j 
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TRADE 

WINDS 


Accounts and Audit 
I Separated 

’The union cabinet has 

* already approved of a scheme 
Jjfor separation of accounts 
!]from audit in a phased man¬ 
ner completing the coverage 
l ( at the centre by October 1, 
,|1976. President has promul¬ 
gated two Ordinances on 
'(March 1, 1975 to facilitate the 
^separation of accounts from 
'jaudit. The first Ordinance 
^amends the first proviso to 
^Section 10(1) of the Comptrol¬ 
ler and Auditor General’s 
‘.(Duties, Powers and Condi¬ 
tions of Service) Act, 1971, so 
l vt that it would be possible to 
Relieve the Comptroller and 
^Auditor General of the re¬ 
sponsibility for compiling the 
•entire accounts of the union 
^either at once or by stages. 
)The amendment is necessary 
ias under the existing provi¬ 
sions the Auditor-General may 
fbe relieved of the accounting 
ixesponsibiUty only of a parti¬ 
cular service or department. 
'('Similar powers have been 
(taken in regard to the ac¬ 
counts of the state govern¬ 
ments and the governor of a 
.state with the prior approval 
of the President may relieve 
,the Comptroller and Auditor 
l General of his responsibility 

for compiling the entire ac¬ 
counts of the state govern¬ 
ments either at once or by 
^stages. 

i Consequent on the separa¬ 
tion of accounts and setting 
1 up of departmentalised ac¬ 
counts in the ministries/de- 
(parments, it is necessary to 
f transfer trained personnel 
■with the requisite skills and 

* experience from the organisa- 
; $k>n of C&AG to the minis¬ 
tries and departments. The 
second Ordinance provides 

'that it will be lawful for 
^government to transfer offi- 
r 
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cers and employees working 
in the Indian Audit and 
Accounts Department and 
government will be assisted 
in this task by one or more 
advisory committees. The 
personnel on transfer will 
sever their connections with 
the Indian And it and Accounts 
Department. Persons trans¬ 
ferred will be entitled to be 
appointed to posts which are 
equivalent to those held by 
them in the parent depart¬ 
ment. The substantive status 
of permanent government 
servants has been preserved. 

CAG’s Organisation 

Nearly 7500 government 
servants working in the 
CAG’s organisation in differ¬ 
ent grades and scales will be 
transferred in the first phase 
of separation of accounts due 
to take place on April 1, 1976. 
Of this nearly 7250 persons 
will move to Directorate of 
P&T. The separation of acco¬ 
unts from audit is a means to 
an end. With the integration 
of accounts with management, 
as a resuit of separation of 
accounts from audit, the exist¬ 
ing lacunae arising from ex¬ 
ternality of accounts will dis¬ 
appear and accounting will be 
an aid to cost effective man¬ 
agement at all levels starting 
from the lower operational 
level to the ministry. 

The new system would also 
do away with an element of 
duplication of accounting work 
now prevailing with the de¬ 
partments and Audit Offices, 
maintaining similar accounting 
records. With the proposed 
cheque drawing powers to 
Pay Offices, speedy settlement 
of all claims of employees as 
well as the citizens may be 
expected. When full cover¬ 
age on departmentalisation of 
accounts in all ministries is 
extended by October^ 1976, 
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compilation of Recounts would 
be speeded up thereby pro¬ 
viding necessary inputs to 
Management Information Sys¬ 
tem for better financial con¬ 
trol and performance ap¬ 
praisal. 

Review of Sole Selling 
Agencies 

The Company Law Board is 
at present engaged in a de¬ 
tailed review of Sole Selling 
Agency in various indu¬ 
stries. The future ap¬ 

pointment of Sole Selling 
Agencies has already been 

prohibited in sugar, vanaspati, 
cement and paper industries. 
The detailed review relates to 
not only these four industries 
but some others also. Upto 
December 31, 1975, 58 cases 
out of the 226 marked for a 
detailed review had been 

taken up by the Company 
Law Board. The Sole Selling 
Agency was terminated im¬ 
mediately in five cases and 
after allowing a short period 
for readjustment in 20 other 
cases. . In 16 cases the agree¬ 
ments were approved after 
making some modifications so 
that the terms of appointment 
may not be detrimental to the 
interest of the company. In 
15 other cases, the terms of 
agreement were found to be 
reasonable and approved as 
such. 

Undesirable Practices 

The review revealed seve¬ 
ral undesirable practices such 
as payment of sole selling 
agency commission dispro¬ 
portionate to the cost of 
services rendered, appoint¬ 
ment of partnership firms in 
which directors were interest¬ 
ed as Sole Selling Agents, 
payment of exorbitant, over¬ 
riding commission even where 
marketing is done through a 
system of sub-agents and dis¬ 
tributors and an attempt at 
siphoning of the funds of the 
company by way of Sole Sel¬ 
ling Agency commission. 

The terms of the agreement 
were subjected to a close scru¬ 
tiny and each case was de¬ 
cided having regard to the 
relevant factors such as the 
nature of the products manu¬ 
factured by the company, 
the market share of the com¬ 


pany in sjich product, the 
9 extent of campvmUm; the in¬ 
terest of the Sole Selling 
Agents in the principal com¬ 
pany; the interest of the 
directors in the sole selling 
Agents; the expenses incurred 
by the Sole Selling Agents in 
marketing the products and 
the net profits earned by the 
Sole Selling Agents after meet¬ 
ing the expenses; the nature of 
the services rendered by Sole 
Selling Agents; the extent of 
bulk sales and sales to gov¬ 
ernment departments, etc. 

Regulated by Law 

The appointment of Sole 
Selling Agents is regulated by 
seci ion 294A A of the Com¬ 
panies Act which was intro¬ 
duced by Companies (Amend¬ 
ment) Act, 1974. The pro¬ 
visions of the amendment act 
were brought into force with 
effect from February 1, 1975. 
in respect of the Sole Selling 
Agency agreements which 
were subsisting on that date, 
Sub-scction (6) of Section 
294 AA of the Companies Act 
provided that the same shall 
be terminated unless the ap¬ 
proval of the Company Law 
Board was obtained by the 
Companies concerned within 
six months of the date of the 
commencement of the amend¬ 
ment act. The Company 
Law Board received a large 
number of applications which 
attracted the provisions of 
Sub-section (6) and (8) of 
Section 294AA of the Com¬ 
panies Act in several indus¬ 
tries. of these 226 were 
selected for a detailed review 
by the board in a pnased 
manner spread over 1975-76. 

IDA Credit for 
Industrial Imports 

Industrial development in 
India will be assisted by a 
credit of $ 200 million from 
the International Development 
Association (IDA), an affiliate 
of the World Bank. The credit 
will enable some 800 medium- 
and large-scale enterprises in 
selected priority industries to* 
maintain and expand produc¬ 
tion and exports. It will meet 
part of the foreign exchange 
requirements of about $ 990 
million during 1976-77 for 
imports of raw materials, 
components and spare parts 

MARCH 5, 1976 




a0 vrtll provide! 5 million 
to meet the foreign exchange 
cost of technical know-how 
and balancing equipment re¬ 
quired for the modernization 
of selected industries. 

The iqdustries selected are 
vital to the key sectors of agri¬ 
culture and power and to fur¬ 
ther development of engineer¬ 
ing goods exports. The indus¬ 
tries are tractors, power tillers, 
fertilizers, pesticides, heavy 
earth moving equipment, 
electrical generators and 
boilers, electrical equipment, 
transformers and switchgear, 
machine tools, commercial 
vehicles and automotive ancil- 
laries. The IDA credit to 
India is for SO years, includ¬ 
ing 10 years of grace. It will 
be interest-free, but will carry 
a service charge of 3/4 of one 
per cent to cover IDA’S 
administrative costs. 

Funds For Railway 
Rolling Stocks 

The Finance minister, Mr. 
C. Subramaniam has sanctio¬ 
ned an additional sum of 
Rs 28 crores for the rolling 
stock programme of the rail¬ 
ways to keep the production 
levels in the various supplier 
units of coaches, wagons and 
locos fully occupied. The 
Finance minister’s decision 
will also help maintain the 
level of employment and pro¬ 
duction in the heavy engi¬ 
neering sector so that conti¬ 
nuous levels of operation 
and the higher production 
resulting m the last few 
months could be absorbed by 
the railways. 

This amount is in addition 
to Rs 25 crores already pro¬ 
vided for the wagon units in 
July last. The budget pro¬ 
vision for the Railways Roll¬ 
ing Stock Programme was 
originally for Rs 123 crores 
and with the additional funds 
provided how and in July last 
the outlay for 1975-76 has 
risen to Rs 176 crores. The 
question of additional funds 
was discussed at a high level 
inter-ministerial meeting bet¬ 
ween the Finance ministry, 
Railway Board, Heavy Indus¬ 
try and the Planning Com¬ 


mission. The freBh allocation 
includes Rs 7.25 crores for 
wagons procurement which is 
in addition to Rs 25 crores 
provided in July, and will en¬ 
able the railways to procure 
nearly 10,000 wagons during 
the current year. 

The additional allottment will 
help the units like Jessops, 
Bharat Earth Movers Ltd., who 
supply the coaches, Bharat 
Heavy Electricals who supply 
the electrical system for the 
locos etc., and the wagon 
units in the public and private 
sector. The Bharat Earth 
Movers will be supplying 260 
coaches during the current 
year, Jessops 207 coaches 
and BHEL traction motors 
and electrical control system 
for the coaches and the loco¬ 
motives. 

Raw Materials for 
Plastic Units 

The ministry of Industry 
and Civil Supplies has taken 
steps to ensure the supply of 
essential raw materials to 
small-scale industries produc¬ 
ing plastic processed goods 
like woven sacks, plastic film, 
plastic buckets, fishing nets 
and industrial components, 
etc. The decision was taken 
earlier at a meeting of large- 
scale manufacturers of high- 
density polyethylene and low- 
density polyethylene convened 
by the ministry. HDPE and 
LDPE are the two essential 
raw materials for the plastic 
goods industry. Arrangements 
have also been made to im¬ 
port these raw materials in 
order to ensure adequate pipe¬ 
line stocks during the next 
few months. 

Small-scale units in the 
backward districts will 
particularly benefits as a re¬ 
sult of the steps taken by the 
government. There are about 
4,000 units in the small-scale 
sector manufacturing plastic 
goods of various types. A 
large number of these are 
located in rural areas and 
backward districts. The 
ministry has decided that 
facilities of bank guarantees 
would be extended to these 
units in order to prevent lock¬ 


ing up of capital of the small 
units in the rural and back¬ 
ward areas in despatch of 
supplies by the manufacturers. 

Scheme for 
Cement Research 

The Committee for Direc¬ 
tion of Cement Research 
(CDCR), recently set up by 
the government of India, has 
formulated a new Cement 
Research Scheme for boosting 
scientific and technological 
support to the cement indus¬ 
try. This scheme aims at 
mobilising and channelising 
the technological talent and 
infrastructure available in the 
country. It plans to tackle 
R & D problems which have 
been already identified. 

Cement Research Scheme 
aims to achieve the following 
objectives under five major 
R & D areas : (1) Encour¬ 
age and promote the rapid 
growth of R & D work in 
cement and allied industries 
and develop indigenous means, 
methods and machinery; (2) 
Bring in qualitative and 
quantitative improvement in 
R & D in preserving and 
strengthening the existing co¬ 
operative structure between 
research and industry; (3) 
Make the recent advances in 
contemporary science and 
technology available to indus¬ 
try in appropriate forms 
through the agency of Cement 
Research Institute as the focal 
organisation; (4) Speed up 
effective utilisation of R & D 
results in cement manufacture 
and allied industries; and (5) 
Protect consumers* interests. 

The five major priority areas 
of R & D in the cement in¬ 
dustry are raw materials 
usage, production processes 
and operations, manufacture 
and use of machinery, pack¬ 
ing, storage and distribution, 
and marketing and applica¬ 
tions of cement. The scheme 
provides, assistance through 
full grants, partial grants, 
matching grants, loan grants, 
etc. The assistance provided 
may also be in the form of 
manpower and infrastructural 
facilities created by the Ce¬ 
ment Research Institute of 


India (CRI). Some of thesej 
facilities are the best of theiri 
kind in the world. { 

Under the scheme, any indiJ 
vidua) claiming technical corn-* 
petence and institutional sup¬ 
port can make a project pro¬ 
posal by clearly spelling out 
the objectives sought to bo 
achieved, benefits likely to 
accrue, the cost and time 
targets. Projects which have 
multi-institutional or multi- 
organisational participation,! 
with each participant concen-1 
trating on a specific facet of} 
the problems, would be given! 
preference for the purposes o^ 
assistance. Guidance andj 
assistance would be given by) 
the Project Monitoring Cental 
of the CRI for formulating! 
their proposals. j 

Gunta Dam Project 

The Planning Commission! 
has accepted the Gunta Danf 
Irrigation Project in Uttai 
Pradesh, which is estimated) 
to cost Rs 1.85 crores. The 
project envisages construction 
of a 5.7 km. long earthen danj 
with a maximum height of 2(1 
metres across Gunta Nalla 
about 1.6 km. upstream of 
the crossing of the nalla 
with Banda-AUahabad road 
near village Raipur (district 
Banda). A gated spillway ij 
to be constructed to routed 
maximum flood discharge o 
650 cusecs. A contour maiij 
canal 20.7 km. long is pro 
posed to be constructed 
provide annual irrigation o 
3878 hectares. The projec 
will provide annual irrigatio 
for 3040 hectares for Rabi an 
838 hectares for Kharif. 

Agricultural Field 
Experiments 

The Institute of Agricultura 
Research Statistics is con 
sidering a scheme for publi 
cation of compendia on agrij 
cultural field experiments fo 
each agricultural crop. Tin 
compendia wjll analytical! 
present the data of experi 
ments carried out at variou 
research stations in th 
country and under the centra 
projects initiated by th 
Indian Council of Agricultura 
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All thedc * Load Bank Scheme, Rqponal 
Rural Banks and the Cuitp- 
mer Service also came up for 


Research. These compendia 
will be of immense use not 
1 only to research workers for 
t planning future investigations, 
but also to extension workers 
1 so that they can recommend 
proper agricultural practices 
to the farmers. They would 
* also assist the agricultural 
administrators m evaluating 
the results m different areas 
4 and disciplines so as to for- 
\ mulate future lines of research 
y and development. 

The Institute collects the 
t data on the experiments and 
is statistically analysed and 
classified into different cate¬ 
gories such as manurial, 
^ manunal-cum-vdnetal, cul¬ 
tural and irrigattonal for 
peuodical publication. The 
compendia for each experi¬ 
ment details the results 
according to the year in which 
the experiment was earned 
i! out, the location, the objec¬ 
tives, other ancillary infor¬ 


mation etc. and gives a 
summary of the results of 
investigation. 

Food Procurement 

The pace of procurement 
has witnessed new strides 
following a good crop and 
the tightening up of measures 
to step up procurement, both 
by way of levy and price 
support. In the South zone 
of FC1, which comprises of 
Andhra Pradesh, Karnataka 
Kerala, Tamil Nadu and 
Pondicherry, the FCI owned 
over 800,000 tonnes of storage 
capacity and the entire avail¬ 
able storage space is filled 
with foodgrain stocks. 

The Central Warehous¬ 
ing Corporation has also made 
available to FCI storage space 
to the tune of over 350,000 
tonnes The State Ware¬ 
housing Coiporation have 
leased out to FCI about 
125,000 tonnes storage capa¬ 
city m all the southern states. 
Over and above, FCI has 
acquired space from private 
parties and the state govern¬ 
ments to the tune of about 


two lakh tonnes, 
sources together have yielded 
a storage capacity for about 
1,5 million tonnes and the 
entire space has been made 
use of by FCI and search for 
new godowns is in full swing. 

Implementation of 
20-Point Programme 

The chief executives of 
the nationalised banks at 
their meeting held recently 
pledged to give continual 
impetus to the implementation 
of the 20-point economic pro¬ 
gramme. The meeting was 
presided over by Mr Pranab 
Mukherjee, minister for Reve¬ 
nue and Banking The 
governor, Reserve Bank was 
also present The meeting 
discussed the areas in which 
the banks had a role to play 
m the successful implementa¬ 
tion of the programme. Vari¬ 
ous schemes already formu¬ 
lated by the nationalised 
banks for providing finance 
to allottees of land, the rural 
poor and the artisans were 
outlined. Steps to improve 
the implementation of the 


discussion. 

The meeting recognised 
that the cooperatives, com¬ 
mercial banks and the newly 
established regional rural 
banks should all play an active 
role in meeting the credit 
needs of the rural population 
by working in cooperation 
with other. Since it was not 
possible for the commercial 
banking system alone to reach 
all the cultivators individually, 
the meeting decided that 
every effort should be made 
to strengthen the primary 
cooparative credit structure. 

Problem of sickness in 
industry and the need for 
banks to devise, in coordi¬ 
nation with the financial insti¬ 
tutions, a system for detecting 
incipient sickness for taking 
remedial measures was dis¬ 
cussed at length. The bank 
undertook to revamp the 
machinery to implement more 
effectively the Lead bank 
Scheme m the light of the 
recommendations of the study 
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gifeup appointed by the Re¬ 
serve Bank of India. 


Gujarat Budget 

Under pressure from the 
farm lobby in the Assembly, 
tax revenue of Rs 12.21 crores 
out of the Rs 32.67 crore fresh 
taxation proposed in the 
Gujarat budget for 1976-77 
has been agreed to be given 
up, Mr Babubhai Patel, chief 
minister who also holds the 
Finance portfolio, announced 
in the Assembly on February 
26 f that the government want¬ 
ed to dilute the Rs 10-crore 
cash crop levy mooted in the 
budget. It would also give up 
hikes in education cess, sales 
tax on several commodities, 
non-agricultural land assess¬ 
ment and raise the exemption 
limit in the professional tax 
from the proposed Rs 650 a 
month to Rs 1,000. The hike 
in the electricity duty would 
also be modified. The cash 
crop tax would under the 
modified formula yield only 
Rs 55 lakhs. These changes 
would reduce the income esti¬ 
mated from the fresh measures 
by Rs 21,21 crores, which in¬ 
cluded a reduction of Rs 9.45 
crores in the yield of the cash 
crop levy, of Rs 25 lakhs in 
the sales tax, Rs 50 lakhs in 
the electricity duty, Rs 1.70 
crores in the education cess, 
Rs 25 lakhs in professional 
tax and Rs 6 lakhs in the non- 
agricultural land assessment. 

Reduction in 
Construction Cost 

About 33 per cent reduc¬ 
tion in the cost of construction 
and economy of about 20 per 
cent cement and 40 per cent 
steel is expected to be achiev¬ 
ed in the construction of 
Janta Houses built by the 
Ghaziabad Improvement Tru6t 
with the technical assistance 
of the Central Building Re¬ 
search Institute. Roorkee. The 
reduction in the cost of cons¬ 
truction and economy in the 
use of cement and steel is to 
be effected by adoping pre¬ 
fabricated panel system and 
other measures without loos¬ 
ing the functional utility of the 
houses and the speedy cons¬ 


truction* A number of other 
new features have also been 
incorporated in the construc¬ 
tion of these houses. These 
include : use of countrywood 
in door and window shutters 
brick water spouts for rain 
water and PVC Water pipe 
line instead of galvanised iron 
pipe. 

The conventional sys¬ 
tem of RCC roofing has 
altogether been avoided and 
the roofing has been laid by 
precast brick roof panels and 
partially by precast RCC 
beams. Under this project 
J 550 Janta Houses for those 
having maximum income of 
Rs 350 P.M. are being cons¬ 
tructed. The whole project 
is estimated to cost about 
Rs. 1.19 crores for which the 
financial assistance is being 
extended by the Housing and 
Urban Development Corpora¬ 
tion. 

Tourism Development 
Corporation 

The India Tourism Deve¬ 
lopment Corporation has 
declared its first ever dividend 
of Rs 25 per equity share for 
the year 1974-75. An amount 
of about Rs 30 lakhs repre¬ 
senting the value of the divi¬ 
dend has been paid to the 
government of India. In its 
most successful year so far 
ITDC’s net profits at Rs 73.44 
lakhs registered a new record 
representing an increase of 
92.5 per cent over 1973-74. 
Turnover during the year was 
Rs 13.12 crores against Rs 10.88 
crores in the previous year. 
The average capital employed 
during the year amounted to 
Rs 15.31 crores and the rate 
of return works out at 4.96 
per cent as compared to 3-64 
per cent during 1973-74. The 
corporation has always 6hown 
a profit since its inception in 
1966; its present structure as 
an amalgmated corporation 
emerged m 1969. 

Several 1TDC hotels have 
also turned in record profits. 
In New Delhi, the Ashoka’s 
net profit was about Rs 53 
lakhs, an increase of nearly 
18 per cent over the earlier 
year. The Akbar earned a 


profit of Rs 15.4 lakhs, more 
than three times the figure 
for the previous year. The 
Janpath Hotel profit of R$ 
16.85 lakhs is almost twice as 
much as for the previous year, 
and for the first time Lodhi 
Hotel has come out of the 
red with a profit of R$ 2 64 
lakhs. The Ranjit Hotel too 
has done better and reduced 
its losses from almost Rs 12 
lakhs in the previous year to 
Rs 5.33 lakhs during 1974-75. 
The Qutab Hotel earned only 
a marginal profit. Maintain¬ 
ing its run of profits, Ashoka 
Bangalore returned a figure 
of Rs 5.16 lakhs. Though 
some of the smaller units 
showed losses, their perfor¬ 
mance has improved. The 
total turnover of this units 
has increased by 70 per cent 
from Rs 47.63 lakhs in 1973- 
74 to Rs 81.16 lakhs in 1974- 
75. Many of these units are 
still in their gestation period 
and efforts arc being made to 
boost their results through 
publicity and sales promotion 
campaigns. 

Recent additions to the 
ITDC facilities have been the 
commissioning of the Kovalam 
Hotel which marked the com¬ 
pletion of the Kovalam Beach 
Resort, the Airport Hotel, 
Calcutta, a 100-room expan¬ 
sion of Hotel Ashoka in 
Bangalore and the opening of 
the Bharatpur Forest Lodge 
to serve tourists visiting the 
Ghana Bird Sanctuary. A 
new transport unit has open¬ 
ed in Bhubuneswar. Two 
more projects are nearing 
completion. The first, a 50- 
room hotel in Patna is expect¬ 
ed to be ready next month. 
A 60-room expansion of the 
Aurangabad Hotel is likely to 
be completed shortly. 

Central Schemes for 
Fisheries 

A number of central and 
centrally sponsored schemes 
launched by union govern¬ 
ment are expected to bring 
about a major transformation 
of fisheries in Tamil Nadu. 
The schemes cover not only 
such large projects as the 
construction of the cuuntiv's 
biggest fishing harbour at 
Madras and assistance to the 


State Fisheries Corporation 
but also the development of 
infrastructure and assistance 
to fishermen including exten¬ 
sion training facilities. Under 
these schemes, a medium 
fishing harbour has already 
been completed at Tuticorin 
for which the central govern¬ 
ment released an outright 
subsidy of Rs 208 lakhs. 

New Projects 

A deep-sea fishing harbour 
fully financed by the central 
government at an estimated 
cost of Rs 668 lakh is now 
under construction at Madras 
and expected to be completed ' 
by the end of 1976. Fishing, 
harbours, are currently being, 
constructed at Kodaikarai and ‘ 
Mallipatnam also, both to-j 
gether costing Rs 25 lakhs., 
Two centres have already been , 
identified, for development of j 
operative infrastructure fact-J 
lities in fishing villages along! 
the Tamil Nadu coast. The ) 
central government has also a 
scheme for providing financial 
assistance to State Fisheries { 
Corporation. In addition, the ( 
union government is coordi-i 

THE CALCUTTA ELECTRIC^ 
SUPPLY CORPORATION 
LIMITED * 

(Incorporated in England) 
NOTICE 

Notice is hereby given that the 
Board of Directors of this Company 
at a meeting held on 27th February, I 
1976, have declared payment of an 
Interim Dividend on the Company's ’ 
Preference Stock fot the year ending . 
31st Match, 1976, at the rate of 3% 
gross. Payment will be made on 9tn 
April. 1976, after deduction of, 
appropriate Indian Income Tax to i 
those Stockholders whose names 
arc tegistered in the Company’s t 
Stock Register on 20th March, 1976. j 
Applications for transfers received 
in this office up to 20th March, 1976 
will, if otherwise satisfactory, be ( 
registered at the date for the purpose 
of participation in the above Divi¬ 
dend. The Registration of Transfers j 
of Preference Slock in the Calcutta j 
Register will temain suspended and 
the Registci of Pteferencc Stock- [ 
holders in Calcutta will remain 
closed during the period from 21st, 
Match to 27th Match, 1976, both 
days inclusive. 

By Order of the Bo trd j 
* (S. K NIYOG1) j 

Secretary i 

Victoria House j 

Calcutta 700 001. ! 

28th February, 1976 , 
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! rating the import of large 
, fishing vessels from Mexico 
‘ to be operated by the corpo¬ 
ration. 

i 

Performance of 
Plate Mill 

The plate mill of the Rour- 
kela Steel Plant has achieved 
the annual target of 220,000 

• tonnes for the year 1975-76 
on February 12, 1976. With 
the production of 10,992 

! tonnes so far in this month. 

• the cumulative production of 
( the year amounts to 220,042 

tonnes. Because of the ira- 
j portance of plate mill products 
1 to the national economy, the 

• performance of the plate 
. mill is extremely creditable. 
t] The mill had been operating 
, at and above the rated capa- 
■ city for the past six months in 


succession since September 
1975. This operation above 
the rated capacity has been 
primarily responsible for bet¬ 
tering the target with still one 
month and seventeen days yet 
to go. 

Joint Working in Steel 

Mr. J. de Givry, Chief, Wor¬ 
king Conditions and Environ¬ 
ment, ILO, was highly appre¬ 
ciative of the role played by 
the Joint Negotiating Com¬ 
mittee (JNC) now known as 
National Joint Consultative 
Committee (NJCC) in the 
field of participative manage¬ 
ment in steel industry in India. 
Mr de Givry stated that be 
had been closely following the 
working of the JNC ever since 
its inception in 1969 and from 
the measure of success 


achieved it would be wrong 
to continue to call it an ex* 
periment. He expressed his 
views during his recent visit 
to India. 

Gem and Jewellery 
Exports 

Exports of gem and jewel¬ 
lery items from this country 
recorded a moderate increase 
during the first seven months 
of 1975-76 (April-October 
1975) over the exports during 
the corresponding period of 
1974-75. The exports were of 
the order of Rs 624 million as 
against Rs 561.60 million in 
the respective periods. Dia¬ 
monds, precious and semi¬ 
precious stones and pearls 
constituted the specific items 
that recorded a notable in¬ 
crease in their foreign exchan- 


. ge realisation during Aprii- 
t October 1975, compared to the 
same period in the preceding 
year. Diamonds, for ins* 
tance, secured as much as 
Rs 488.35 million as against 
Rs 442,25 million, recording 
an increase of 10 per cent. 

A similar uptrend was 
noticed in respect of precious 
and semi-precious stones when 
the exports secured Rs 104.70 
million compared to Rs 94.65 
million. The increase was of 
the order of 10 per cent. 
Pearls also recorded a sharp 
increase at Rs 7.4 million as 
against as Rs 3.25 million. 
Besides these items, gold 
jewellery, non-gold jewellery, 
imitation jewellery and syn¬ 
thetic stones also recorded 
moderate increase in their 
foreign exchange earning dur¬ 
ing April-October 1975. 


COMPULSORY DEPOSIT 

(INCOME TAX PAYERS) 

SCHEME 1974 


INDIVIDUALS! 

HINDU UNDIVIDED FAMILIES! 
TRUSTEES OF 
DISCRETIONARY TRUSTS! 

If your LAST INSTALMENT of Advance 
Income-tax is due by March 15,1976 you are 
also required to make deposit under the 
Compulsory Deposit Scheme latest by 


March 15,1976 


If you have already opened a Compulsory 
Deposit account, make the deposit in that 
account, otherwise make the deposit at 
any office of the Reserve Rank or at any 
branch of a nationalised o..nk or of State 
Bank and its subsidiary banks 


If your current income is 
Rs. 15,100 to Rs. 15, 620 
Rs. 15.621 toRs. 25,000 
Rs. 25,001 to Rs. 70.000 
Above Rs. 70.000 


The amount of deposit shall be: 

The whole of the amount exceeding Rs. 15,000 
4% of the income 

Rs. 1,000 plus 6% of the amount exceeding Rs. 25,000 
Rs. 3.700 plus 8% of the amount exceeding Rs. 70.000 


H 


MAKE OLPtr'ilT IN r/Mt TO SAVE PENAL. CONSEQUENCES 


Issu'd by: Director of Inspection (Publications end Public Relations) 
Income-tax Department New Delhi 
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COMPANY 

AFFAIRS 


Century 

The directors of Century 
Spg. & Mfg. Company Limited 
have maintained the equity 
dividend at 33 per cent for the 
year ended December 31,1975. 
A part of the dividend is ex¬ 
pected to be tax-free in the 
hands of the shareholders. The 
company is applying to the in¬ 
come-tax authorities to deter¬ 
mine the quantum of tax free 
diviend under section 80 K of 
the Income tax Act. Although 
the company's gross sales re¬ 
corded a smart rise to Rs 
103.35 crores from Rs 91.71 
crores, gross profit declined to 
Rs 18.87 crores from Rs 26.36 
crores in 1974. Out of the 
gross profit, the directors have 
appropriated a sum of Rs 
329.54 lakhs to depreciation 
reserve as against Rs 260.55 
lakhs in 1974 while the allo¬ 
cation to development rebate 
reserve was reduced from Rs 
121.00 lakhs to Rs 95.00 lakhs 
Taxation absorbed Rs 870.00 
lakhs as compared to Rs 
1580.00 lakhs in the preceding. 
>ear. The net profit, after 
these allocations,was still lower 
at Rs 592.26 lakhs as compar¬ 
ed to Rs 674.30 lakhs in 1974. 
After making other adjust¬ 
ments the disposable amount 
came to Rs 866.15 lakhs which 
has been transferred to the 
general reserve. The proposed 
dividend of Rs 33 per equity 
share, absorbing Rs 2.34 
crores, will be paid in accor¬ 
dance with the provisions of 
the relevant law fcr the time 
being in force which when san¬ 
ctioned will be paid out of the 
current profits of the company 
earned during the year and 
transferred to general reserve. 

Precision Bearings 

Precision Bearings India 
Ltd. has submitted a proposal 
to the government for a major 
expansion programme invol¬ 


ving an outlay of around 
Rs 12 crores. Asa result of 
this expansion the company’s 
annual licenced capacity is 
expected to go up to 8 million 
bearings from 2.9 million 
bearings at present. Thu 
would result in a turnover of 
Rs 20 crores. Meanwhile the 
machine for the manufacture 
of spherical roller bearings is 
expected to start trial produc¬ 
tion by the end of this month. 
Marketing of this new bear¬ 
ings might start in two months 
thereafter. The spherical rol¬ 
ler bearings division will add a 
turnover of about three crores 
of rupees in three to four 
years. Its licenced capacity is 
to produce 18,000 bearings 
per annum. 

The company’s perfor¬ 
mance in the current year 
so far is quite encourag¬ 
ing. Its production in the 
first five months of the current 
year were higher at Rs 2.34 
crore6 as against Rs 1.54 
crores in the corresponding 
period of the previous year. 
But sales were lower at Rs 
1.25 crores as against Rs 1.31 
crores. The pre-tax profit is 
estimated at Rs 16 lakhs as 
against Rs 19 lakhs. The 
decline in sales was due to 
lower in-take of orders for 
the period of etrike and im¬ 
mediately thereafter owing to 
recession in certain industries. 
The present situation, how¬ 
ever, is a passing phase and 
the long-term profits for the 
bearing industry is on the 
whole encouraging. 

Walchandnagar 

Industries 

Following encouraging 
working results the directors 
of Walchandoagar Industries 
have stepped up the equity 
dividend to 12 per cent for 
the year ended September 30. 
1975 as against 7.7 per cent 


paid for 1973-74. The turn* 
over during the year advanced 
briskly from Rs 21.85 crores 
to Rs 24.53 crores while gross 
profit too moved up sharply 
from Rs 142.18 lakhs to Rs 
171.62 lakhs. Out of the 
gross profit, the directors have 
provided a sum of Rs 48.37 
lakhs to depreciation reserve 
as against R6 48.37 lakhs 
provided previously, while the 
allocation to development re¬ 
bate reserve was reduced from 
Rs 6.51 lakhs to Rs 0.43 lakh. 
Taxation absorbed Rs 64.40 
lakhs as against Rs 38.60 
lakhs m the earlier year. The 
net profit after these alloca¬ 
tions was still substantially 
higher at Rs 58.15 lakhs as 
against Rs 48.71 lakhs in 
1973-74. During the year the 
quantity of cane crushed was 
larger on 2.16 lakh tonnes as 
as against 1.47 lakh tonnes 
and that of sugar piodticed 
at 2.35 lakh bags as against 
1.41 lakh bags. The recovery 
of sugar also improved from 
9.54 per cent to 10.85 per 
cent. 

Nuchem Plastics 

To commemorate the Sil¬ 
ver Jubilee Year, the Directors 
of Nuchem Plastics Ltd have 
recommended dividend of 15 
per cent on equity shares and 
9.5 per cent on redeemable 
preference shares for the year 
ended September 30, 1975. In 
1973-74, the company paid an 
equity dividend of 12 per 
cent. Out of the recommen¬ 
ded dividend, 10 per cent will 
be paid this year on approval 
of the share-holders and the 
balance io two equal instal¬ 
ments. A part of the dividend 
is exempt from the Income- 
tax under Section 80K. of the 
Income-tax Act, 1961. The 
receipts from sales and other 
income amounted to Rs 5.14 
crores against the previous 
year’s figure of Rs 5.79 crores. 


After adding to it, the balance 
in the appropriation account 
Rs 24,908 (last year Rs 76,243) 
and transfer from the 
development rebate reserve 
no longer required of Rs 
1,51,412 (last year Rs 10.350) 
and deducing therefrom dep¬ 
reciation of Rs 23.35 lakhs 
(last year Rs 24.47 lakhs and 
gratuity Rs 4.80 lakhs), the 
balance available for disposal 
came to Rs 21.21 lakhs (last 
year Rs 21.99 lakhs). 


Disposal Surplus 

Out of the disposal sur¬ 
plus, the directors have trans¬ 
ferred a sum of Rs 10 lakhs to 
general reserve as against Rs 
2.12 lakhs while the allocation 
to preference share redemption 
reserve wars maintained at Rs 
one lakh. No provision has 
been made for development re¬ 
bate reserve as against Rs 12.30 
lakhs allocated previously 
while a sum of Rs 1.55 laUis 
was earmarked for taxation 
as against no allotment in the 
previous year. This leaves a 
balance of Rs 8.66 lakhs, 
which was higher by Rs 2.09 
lakhs as compared to 
1973-74. 

The production in all the 
divisions of the company suf¬ 
fered due to shortage of 
power in the early part of the 
year. However, in the later 
part, the power position eased 
and production also improved. 
During the year the ban on 
the export of plastic raw 
materials covering UF/MF 
Moulding Powders was im¬ 
posed. Partly due to electri¬ 
city shortage or partly due to 
ban, the exports could not be 
improved in spite of all 
efforts. The company is 
vigorously pursuing the 
government the release of raw 
materials at international 
price for export purposes. 
The company has been awar¬ 
ded Top Export Award for 
exporting raw materials. The 
research and development 
centre continues to assist the 
company in improving the 
company’s products and in 
the development of new pro¬ 
cesses which are being offered 
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; to industrial units inside the 
' country and abroad. 

( Kesar Sugar 

' Kesar Sugar has suffered 
a setback in its working dur¬ 
ing the year ended September 
30, 1975 Although sugar, 
production was a shade higher 
2.42 lakh quintals as against 
* 2.41 lakh quintals and the 
sugar recovery was up from 
t 8.91 per cent to 9.07 per cent 
the company has suffered a 
, net loss of Rs 34.12 lakhs as 
v against a net profit of Rs 
29.25 lakhs in 1973-74. Hence 
, the directors have decided to 
skip the equity dividend for 
1974-75. 

The directors attribute the 
loss to all round steep rise in 
; the cost of production without 
* i adequate and timely increase 
' in the levy prices of sugar and 
r fall in the free sale prices as 
( compared to last year. The 
: distillery produced alcohol 
! much below its capacity owing 
I to absence of demand from 
f the synthetic rubber factory 
in the earlier part of the year 
but the overall offtake was 
< higher than in the previous 
1 year. The chemical factory 
recorded lower production and 
profitability owing the short¬ 
age of power, abnormal rise 
in the cost of furnace oil, 
higher wages and general 
recessionary conditions in the 
chemical market for most 
part of the year. Comment- 
1 ing on the current year’s 
working the directors state 
that the cane supply is likely 
to be lower by about 10 to 15 
per cent though the recovery 
is expected to be higher. The 
company is seeking an indus¬ 
trial licence for manufacture 
of 3,000 tonnes of soyabean 
oil and 11,000 tonnes of soya 
iefetted cake and flour per 
annum. 

Excel Industries 

Excel Industries is parti- 

* cipating in a joint sector ven- 
' ture in asspcaiation with Pun¬ 
jab State Industrial Develop- 
iment Corporation for the 
manufacture of malathion. 
.The company has entered 

* into a technical and financial 


collaboration agreement with 
PSIDC and a new company 
styled Punjab United Pesti¬ 
cides and Chemicals has been 
incorporated for this purpose. 
The new company will ini¬ 
tially have an issued share 
capital of Rs 80 lakhs of 
which Rs 20 lakhs will be 
subscribed by Excel industries 
and its nominees. 


Lorgi India 

In the past few years Lurgi 
India Company Private Ltd. 
has been working vigorously 
on the development of anodes 
for electrolytic processes evol¬ 
ving gas. After having tested 
several anode configurations 
successfully in its laboratories 
as well as in semi technical 


plants, the company decided 
to' proceed further and to 
undertake some full scale 
tests. For this purpose the 
company installed its anodes 
in an 100 KA cell operating 
at 8.5/sq.m. The results 
after four months ©(operation 
have amply demonstrated 
that the purity of chlorine gaa 
produced with Lurgi’s anodes 


UNKING FOR EXPORT OPPORTUNITIES BORING 1078-77 

The Govt, of India, Ministry of Commerce proposes to organise Indian 
participation in the following fairs and exhibitions :— 

International : - 

i) Milan International Fair, (Italy), April 14-23, 76. 

ii) Poznan International Fair, (Poland), June 6-17, 76. 

iii) Saba Saba International Fair, Dar-es-Salaam (Tanzania), 

July 1-8, 76. 

iv) Plovdiv International Fair, (Bulgaria), September 3-10, 76. 

v) Tehran International Trade Fair, (Iran), September 19- 
October 1,76. 

vi) Algiers International Trade Fair, (Algeria), October 1-17, 76. 

vii) Baghdad International Fair, (Iraq). 

viii) Bucharest International Fair, (Romania), October 16-25, 76. 

ix) Frankfurt Spring International Fair, (FDR), February 1977. 

x) Tripoli International Fair (Libya) March 1-20, 77. 

xi) Leipzig Spring International Fair, (GDR), March 13-20, 77 
Indian Exhibitions (Dates to be fixed) at Hong Kong, Lagos (Nigeria), 
Dubai, Brazil, Mexico, Kuala Lumpur (Malayasia), Suva (Fiji) and USA 

For Jurther details please contact : 

DIRECTOR, 

Exhibitions and Commercial Publicity, 

Ministry of Commerce, 

Govt, of India, 

Udyog Bliavan, New Delhi-110011. 

davp 7S/S9S 
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fe bite than that produced 
With? normal anodes aninly 
caused by lets graphite con* 
sumption. Hie higher purity 
facilitate* the liquefaction of 
chlorine and improves the 
quality of liquefied chlorine 
by reducing the absorption of 
CDs. 

The liurgi anodes cost- 
wise, are also cheaper. All 
in all, the operational output, 
efficiency, standard, and qua¬ 
lity of the Lurgi anodes are 
far higher than that of con¬ 
ventional anodes. 

Nagpal Petro-Chem 

Nagpal Petro-Chem has 
fared extremely well during 
the current year. Its sales in 
first five months of the current 
year have already reached the 
figure of 3.3 crores as com¬ 
pared to Rs 3.8 crores for the 
whole of 1974-75. The 
management’s optimism stems 
from such favourable factors 
as the better plant utilisation 
as a result of the adequate 
availability of feed-stocks, the 
larger credit facilities and the 
improvement in demand. The 
company is planning to export 
its products and also to go 
in for the manufacture of sul¬ 
phuric acid based items. Its 
acid sludge decomposition 
plant, which is expected to 
improve profitability, has 
commenced operations. The 
company’s profits for the cur¬ 
rent year are expected to be 
sufficiently large to cover in¬ 
terest charges, full deprecia¬ 
tion for the year and a part 
of the arrears of depreciation. 

Telco 

Mr. L. K. Jha, Governor, 
Jammu and Kashmir, presen¬ 
ted recently the Indian Mer¬ 
chants' Chamber Award for 
outstanding export perfor¬ 
mance during 1974 to the 
Tata Engineering and Loco¬ 
motive Company Limited in 
Bombay. 

The value of TELCO’S 
exports rose from Rs 7.3 
crores in 1973-74 to Rs 13.6 
crores in 1974-75, an increase 
of 87.3 per cent over the pre¬ 
vious yeafs performance, 
TEUCO has exported over 


11.000 commercial vehicles 
valued at Rs 39 crores to 
more thatt 30 countries around 
the world since it began over¬ 
seas despatches. A significant 
breakthrough was made in 
four new international mar¬ 
kets during 1974-75 ; in Suri¬ 
nam (South America), Zaire 
(Africa), Kuwait and Iran in 
the face of competition from 
well established European 
multinational companies. 

TELCO, which has already 
won the All India Top Expor¬ 
ter’s Shield for the highest 
export performance for en¬ 
gineering goods during 1973-74 
from the Engineering Ex¬ 
ports Promotion Council, has 
succeeded in creating a quality 
image abroad for its trucks 
and buses which have proved 
their worth in many countries 
for fleet operations, because 
of their ruggedness and per¬ 
formance. 

News and Notes 

The Tata Electric Com¬ 
panies have been awarded the 
Indian Merchants’ Chamber 
Award for 1974 in the field of 
original researeh, discovery 
and/or invention, scientific, 
technical or otherwise, contri¬ 
buting to the development in 
the manufacture through 
modern techniques of original 
Indian products. 

By developing the power 
supply “Demand Monitor,” 
the Annunciator, the “Hot- 
Line-Washing System” for 
outdoor high-tension electrical 
switchyards and the Training 
Simulator for training of 
thermal station operators, the 
Tata Electric Companies have 
made significant contributions 
in the field of power develop¬ 
ment and electrical instru¬ 
mentation. 

All these instruments and 
equipment have been built 
with marginal imported in¬ 
puts- and with only indigen¬ 
ous know-how. They have 
contributed significantly to¬ 
wards import substitution by 
replacing imported equipment, 
and have saved sizeable 
foreign exchange and have 
bright exports potential. Their 
development is not only a 


major step towards our self- 
reliance but has added signi¬ 
ficance for productivity. 

A new equipment— 
TR 36.12—Minimum Oil Cir¬ 
cuit Breaker—successfully test¬ 
ed at Bharat Heavy Electricals 
Limited—Bhopal—has been 
added to the country’s range 
of products. This will elimi¬ 
nate import and save foreign 
exchange. 

This breaker is suitable 
for a fault level of 1500 MVA 
at 36 kV has been designed 
and tested for special duties 
like capacitor bank switching 
(25 MVAR) which no other 
indigenously manufactured 
breaker is capable to perform. 
These are the only 36 kV 
breakers beiog manufactured 
indigenously at present which 
have been type tested for 
special test duties such as 
capacitive current upto 25 
MVAR, small inductive cur¬ 
rents upto 50A, phase oppo¬ 
sition currents, etc. 

The breakers are installed 
to interrupted the currents. 
Breakers being manufactured 
so far in India were not suit¬ 
able for breaking currents in 
systems involving capacitors. 
These breakers are used in all 
33 kV systems, in all electri¬ 
city boards in all industries. 

To cater to the increasing 
demand for the control of air 
pollution from industrial 
processes, Indabrator has 
set up a new division to pro¬ 
duce fabric filter dust collec¬ 
tors and complete air pollu¬ 
tion control systems. The 
company has plans to go into 
the control of water and 
chemical pollution at a later 
stage It proposes to manu¬ 
facture in the next three 
months fabric filter bags. 

Rallis India is expected to 
pay a higher dividend on the 
enhanced capital than 9 per 
cent indicated by the manage¬ 
ment earlier. This was dis¬ 
closed by the chairman, Mr 
J.D. Choksi, while addressing 
the annual general meeting of 
the company held in Bombay 
recently. The company paid 
dividend of 15 per cent for 
1974-75. 


Bear Admiral K. R. Ramnath, T 
A V S M, has taken over as 
chairman and managing direc¬ 
tor of Hindustan Shipyard 
Limited, Visakhapatnam- 
witb effect from January 1, 
1976. 

At its annual general meeting 
held recently Mr J. Sengupta, 
Managing Director of Chiu- 
ried India Limited, has been 
elected as President of Bengal 
Chamber of Commerce and 
Industry for the year 1976. 

New Issues / 

Elleabarrie Industrial Gases 
Limited is entering the capital 
market on March 18 with an 1 
offer of 2,07,750 equity shares 
of Rs 10 each and 6,000,11 
percent redeemable cumula¬ 
tive preference shares of Rs> 
100 each for public subscrip¬ 
tion. The entire public issue 
is underwritten. The company 
is setting up a factory for 
production of oxygen and 
nitrogen. The initial installed 
capacity is one million cubic 
metre of oxygen and 0.144 
million cubic metre of nitro¬ 
gen. Besides, it has a prog¬ 
ramme for further expansion 
of 0.2 million cubic metre of 
dissolved acetylene in 1976-77. 
The project cost is estimated 
at Rs 109.76 lakhs which will 
be met from issue of share 
capital amounting to Rs 41 
lakhs, term-loan of Rs64 lakhs 
from the banks, unsecured 
loan amounting to Rs 3.83 
lakhs and Rs 92,000 being 
deferred payment for land. 

The plant which will be 
set up in Kalyani industrial 
area, being a notified back¬ 
ward district, is eligible for 
fiscal benefits and central sub¬ 
sidy. The plant is expected 
to go on stream by April 
1976. 

Capital and Bonus Issues 

Consent has been granted 1 
to five companies to raised 
capital of over Ri 40.41 mil- ’ 
lion. The details are as fel- ■ 
lows. 

Hind Lamps Linilted, 
Shikohabad, U.P., has been 


eastern economist 


431 


MARCH 5 , 1976 1 



accorded consent, valid for 
1 three months, to capitalise Rs 
1 lakh out of its general re* 
serve and issue fully paid 
equity shares of Rs 25 each 
as bonus shares in the ratio of 
one bonus shares for every 
nine equity shares held. 

Bagavathi Tea Estates 
Limited. Tamil Nadu, has 
'communicated to the govern¬ 
ment of its proposals to issue 
capital under Clause (S) of 
the Capital Issues (Exemption) 
order, 1969, for Rs 2 5 million 
divided into 250,000 equity 
shares of Rs 10 each to be 
. issued privately for each at 
per. The proceeds of the 
issue are to be utilised to re¬ 
pay high interest bearing loans 
k and deposits. 

Dunlop India Limited, Cal¬ 
cutta. has been accorded con¬ 
sent valid for three months, to 
capitalise Rs 36,666,670 out 
'of its general reserve share 
premium and issue fully paid 
l equity shares of Rs 10 each as 
• bonus shares in the ratio of 
| one bonus share for every 
‘three equity shares held. 

The Baliapatam Tile Works 
Limited, Kerala, has been ac¬ 


corded consent, wild for three equity shares held. lakhs out of its genral develop - 

months, to dgpftalise Rs mebt rebate reserve and issue 

211,160 out of it* general re- Echjay Industries Private fully paid equity shares of 
serve and issue fully paid Limited, Bombay, have been Rs 100 each as bonus shares 
equity shares of Rs 10 each accorded consent valid for 3 in the ratio of one bonus share 
as bonus share for every three months, to capitalise Rs 24 for each equity share held. 


Dividends 


(Per cent) 


Name of the Company 

Year ended 

Equity dividend declared for 
Current year Previous year 

Higher Dividend 

Bombay Burmah Trading Corpn. 

September 30, 1975 

15.0 

5.4 

Bajaj Tempo 

September 30, 1975 

10.0 

9.4 

Champdany Jute 

Same Dividend 

March 31, 1975 

10.0 

Nil 

Thirumbadi Rubber 

September 30, 1975 

12.0* 

12.0 

Asian Cables Corporation 

December 31, 1975 

6.0 

6.0 

Bisra Stone Lime 

March 31,1975 

Nil 

Nil 

Reduced Dividend 

Ramaraju Surgical Cotton Mills 

September 30, 1975 

Nil 

12.0 

Chitavalsah 

July 31, 1975 

Nil 

10.0 

Crompton Greaves 

June 30, 1975 

8.0 

150 

Cummins Diesel 

June 30, 1975 

Nil 

Nil 

Central India Machinery 

March 31, 1975 

Nil 

8.0 

*on the enlarged capital 
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RECORDS 



sumsncs 


Postal rates 
raised 

Tariffs for some of the Postal 
and Telecommunications ser¬ 
vices have been revised from 
March 1, 1976, with a view 
to meeting the growing cost 
of operation. 

The important revisions 
are : 

* Registration Fee will be 
Rs 2 as against Rs 1.25 per 
article. 

* Money order commission 
will be 25 paise for every 
Rs 10 upto Rs 20 and 50 
paise for every Rs 20 there¬ 
after. 

+ Value payable posting fee 
will be 50 paise up to Rs 
10, Rs 1 for an amount 
exceeding Rs 10 but not 
exceeding Rs 20 and Rs 
1.50 for amount exceeding 
Rs 20. 

* Insurance fee will be Rs l 
Upto Rs 100 and 50 paise 
for every Rs 100 upto 
Rs 5,000. For an amount 
exceeding Rs 5000, the 
charges will be Rs 3 for 
every Rs 1,000. 

* An ordinary telegram of 8 
words will cost Rs 2 and 
so also a Greetings Tele¬ 
gram. Every additional 
word will cost 25 paise i.e. 
10 paise more than at 
present. 

* The number of free tele¬ 
phone calls allowed per 
annum will now be 1,000 
instead of 1,200. Every 
additional call will cost 30 
paise instead of 25 paise. 

* Annual rental for a tele¬ 
phone line will increase by 


Rs. 100 per annum from 
Rs 500 to Rs 600. 

* It will now cost Rs 100 
for shifting a telephone. 
Installation charge for a 
new telephone connection 
will also be Rs 100. 

* Charge for a Telex line 
will go up from Rs 2,000 
to Rs 3,000 per annum. 

* Charges for Trunk Calls 
have been revised to vary 
between 50 paise to Rs 20, 
depending on the distance. 

* P.C.O. call charges is 
being raised to 50 paise in 
respect of all attendant 
PCOs. The coin collect¬ 
ing boxes are being rede¬ 
signed to work on a 50 
paise coin. 


Tariff Raviaion 

As a result of the tariff 
revision, the P&T Department 
expects a net surplus next 
year. This comes in the wake 
of a net loss expected during 
the current financial year. 

The over-all surpluses from 
1970-71 have been coming 
down progressively. But for 
the revision, the loss would 
go up further in future. 

One of the main reasons 
for the revision has been the 
enormous increase in the wage 
bill due to the grant of higher 
pay and additional Dearness 
Allowance. Every instalment 
of dearness allowance costs 
the P&T Department addi¬ 
tional expenditure of the order 
of Rs 6 crores, per annum. 
Consequently, the wage bill 
has gone up by more than 


Rs 80 crores on this account 
alone over the past two years. 

Apart from raising the tariffs, 
the department is adopting 
various measures to contain 
the increase in expenditure 
like simplifying the proce¬ 
dures, restricting expenditure 
on contingencies and strict 
adherence to staff standards 
for sanction of manpower. 

The Postal branch is a 
highly labour intensive orga¬ 
nisation and its staff expendi¬ 
ture constitutes about 80 per 
cent of the total expendi¬ 
ture. The Telecommunication 
Branch is capital intensive, 
although the staff costs are 
als considetable. 

Higher Costs 

Several services have been 
working at a loss and the 
costs of operation are also on 
the increase. 

Registration : At present 
the registration fee is Rs 1.25 
per article. At this level of 
tariff, the Department is in¬ 
curring a heavy loss on the 
service. The revised rate of 
Rs 2 would enable the Depart¬ 
ment to meet the cost. 

Money Order : Presently, 
the M.C. commission is 20 
paise for every ten rupees up 
to Rs 100 and 40 paise for 
every Rs 20 thereafter. The 
money order service is work¬ 
ing at a heavy loss. While 
there is every justification to 
raise the M.O. commission to 
a level where it will be meet 
the cost, the Department has 
tried only to minimise the 
loss to some extent. The re¬ 
vised rates are : 

25 paise for every Rs 10 
upto Rs 20 and 

50 paise for every Rs 20 
or part thereof thereafter. 

While the present average 
revenue per money order is 
Rs 1.28, the average cost of 
handling is Rs 2.43. Even 
after the revision, the entire 
money order service will 
continue to incur a loss. 

The M.O. form will conti¬ 
nue to be priced at five paise, 
by no adjustment in lieu 


thereof will henceforth be 
allowed in the M. O. com¬ 
mission. 

Value Payable: The value 
payable service has also been 
incurring a loss. The pro¬ 
posed revision will' result in 
a reduction of the loss. 

Insurance : The insurance 
service is working at a loss. 
While the average revenue 
per unit is Rs 1.42, the cost 
of handling the same is Rs 
2.11 resulting in a deficit of 
about 69 paise per unit. The 
proposed revision will enable 
the government to meet the 
cost. 

Telegrams : At present 
the telegraph service is also 
working at a loss. Even with 
the proposed revision of tariffs, 
a slight deficit will continue. 
Different rates are prevalent 
for ordinary telegram and a 
greetings telegram is in no 
way less than that involved in 
handling an ordinary tele¬ 
gram, and therefore, the rates 
have been brought on par 
with each other in the revised 
tariffs. The telegram as well 
a greetings telegram consisting 
of eight words will cost Rs 2 
hereafter. 

Detail of Telephone/ 
Telex Rates 

Here are some more details 
of the tariff revisions relating 
to telecommunications : 

In measured rate telephone 
systems where calls are me¬ 
tered a fixed rental and a local 
call charge over a free limit 
of 1,200 calls per annum are 
being charged at present. The 
annual rental is Rs 500 and 
Rs 400 for exchanges of 10,000 
lines and above and below 
10,000 lines respectively. In 
view of the increased cost 
of equipment and cables, the 
annual rental is being increas¬ 
ed by Rs 100 per line. 

The number of free calls 
per annum will be reduced to 
1,000 from the existing level 
of 1,200. The local call ex¬ 
change beyond the free limit 
is being increased to 30 paise 
from 25 paise per call. In the 
flat rate systems where the 
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calls are not metered, tbere 
will be similar increases in 
rates of rental. 

Italic Call Rates : The 
manual trunk call rates vary 
according to the distance 
between the stations and these 
range from 25 paise to Rs 15 
for an ordinary call of tnree 
'minutes duration. These 
charges are being revised up- 
wards to vary between 50 
paise and Rs 20/-; that is to 
say the (ordinary) trunk call 
charge for three minutes for 

Hitibnal income 
in 1974-75 

the ‘quick’ estimates of 
national income for the year 
>1974-75 at constant (1960-61) 
rices prepared by the Central 
tatistical Organisation show 
,an increase of only 0.2 per 
cent over the previous year 
as against an increase of 5.0 
per cent in 1973-74 over 


a distance of over 1,000 kms 
will cost Rs 20 instead of 
Rs 15. The pulse duration 
for subscriber trank dialling 
calls are also being modified. 

The rental of telex are 
being increased from Rs 2,000 
to Rs 3,000 per annum. The 
local telex calls for every 3 
minutes will cost Rs 1, as 
against 60 paise at present. 
The long distance Telex call 
charges per unit period are 
also being raised from 60 
paise to Rs 1. 

1972-73. The net national 
product (national income - * for 
1974-75 is estimated at Rs 
200,750 million at 1960-61 
prices with a per capita in¬ 
come of Rs 341.4 

The ‘Quick’ estimates of 
national income are based on 
the latest available data on 
agricultural and industrial 
production for 1974-75. The 
negligible rise in national 
income during 1974-75 was 


Radial distance between any W eg P Mgea «r r h HRW Jfr. 
unit call between any two long distance chargfeg centres if 
ordinary category are as follows: 


Rs. R 


Upto 20 kilometres 0.5Q 

Exceeding 20 kms. but not exceeding 50 kma. 2 M 

Exceeding 50 kms. but not exceeding 100 kms. 4.00 

Excesding 100 kms. but not exceeding 200 kms. 6.00 

Excedding 200 kms. but not exceeding 500 kms. 10.00 

Exceeding 500 kms. but not exceeding 1000 kms. 16.00 

Exceeding 1000 kms. 20.00 


mainly due to the shortfall in 
the production of foodgraios 
from 104-66. million tonnes 
in 1973-74 to 101.06 million 
tonnes in 1974-75. This has 
resulted in a fall of 4.3 per 
cent in the net domestic pro¬ 
duct of agriculture sector in 
1974-75 over the previous 
year. All the other sectors 
registered some increases. 
There has been an increase of 
7.3 per cent in fishing. 8.0 
percent in mining and quarry¬ 


ing, 5 per cent each in con¬ 
struction and electricity gas 
and water supply, 6.1 per cent 
in transport other than rail¬ 
ways including storage and 
5.9 per cent in public admi¬ 
nistration. The rise in those 
sectors was, however, just 
enough to off-set the shortfall 
in the agricultural sector. 

The per capita income in 
1974-75 at 1960-61 prices has 
been estimated at Rs 341.4 


Quick Estimate of Net National Product at Factor Cost : 1974-75 

_ ((Rs i n millions) 


Industry 

1974-75 

at current prices 

1973-74* 

at 1960-61 prices 

1974-75 1973-74* 

Agriculture 

293240 

245410 

76070 

79450 

Forestry and logging 

7510 

5850 

2810 

2810 

Fishing 

5040 

3250 

1330 

1240 

Mining and quarrying 

6390 

4440 

2560 

2370 

sub-total • primary 

312180 

258950 

82770 

85870 

Manufacturing 

86160 

67170 

34210 

33870 

S.l registered 

57170 

43120 

21990 

21850 

5.2 unregistered 

28990 

24050 

12220 

12020 

Construction 

26190 

22220 

10960 

10440 

Electricity, gas and water supply 

3900 

3720 

2520 

2490 

sub-total: secondary 

116250 

93110 

47690 

46710 

Transport, storage and communication 

23440 

19330 

10910 

10490 

8.1 railways 

5800 

4980 

4110 

4050 

8*2 transport by other means and storage 

13950 

11240 

5240 

4940 

8 3 communication 

3690 

3110 

1560 

1500 

Tirade and hotels and restaurants 

69960 

55510 

22060 

21660 

mub-total: transport, communication and trade 

93400 

74840 

32970 

32150 

Banking and insurance 

12820 

10390 

3730 

3680 

Real estate and ownership of dwellings and business services 

9730 

9030 

5030 

4980 

sub-total: finance and real estate 

22570 

19420 

8760 

8660 

Public administration 

28820 

22180 

15710 

14840 

Other services 

31530 

26300 

13960 

13560 

sub-total: community and personal services 

60350 

48480 

29670 

28400 

total: net domestic product at factor cost 

604750 

494800 

201860 

201790 

Net factor income from abroad 

(—)3550 

(—)3320 

(-)1110 

(-)1450 

total: net national product 

601200 

491480 

200750 

200340 

Population (Million) 

588 

577 

588 

577 

Per capita net national product=per capita income (Rs) 

1022.4 

851.8 

341.4 

347.2 

* Provisional 
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ng&rnlt R« 347.2 in 1973-74, 
thu* Iregtetering a fall of 1.7 
per c*nt. 

At current prices the 
'Quick’ estimates of net na¬ 
tional product (national in¬ 
come) for India stand at 
Rs 601200’million in 1974 75 
giving a per capita income of 
Rs 1.022.4. The per capita 
income at current prices in 
1972*73 and 1973-74 were 
Rs 700.4 and Rs 851.8 res¬ 
pectively. 

The 'Quick’ estimates of 
net domestic saving and capi¬ 
tal formation for the year 
1974-75 show a rate (percent¬ 
age of net domestic product 
at current prices) of capital 
formation of 12.8 per cent and 
rate of saving of 11.8 per cent. 
The corresponding figures for 
1973*74 are 13.0 and 12.0 
respectively. The higher rate 
of capital formation in 1973-74 
has been mainly due to sub¬ 
stantial increase in the level 
of stocks held by the trading 
sector. 

Two statements giving (i) 
the estimates of net national 
product at current and cons¬ 
tant prices by industry of 
origin for the years 1974-75 
and 1973-74 and (n) estimate 
of domestic saving and capi¬ 
tal formation at current prices 
and the percentage of the 
same to the net domestic pro¬ 
duct are appended. 

National Product 

According to the latest 
White Paper on National 
Accounts Stastistics issued by 
the Central Statistical Organi¬ 
sation. the national income 
for 1973-74 at constant prices 
was Rs 20.034 crores with a 
per capita income of Rs 347.2. 
The corresponding estimates 
for 1972-73 were Rs 19,077 
crores and Rs 337.6 respect¬ 
ably* There has thus been a 
rise of 5.0 percent in the total 
of national income and 2.8 per 
cent in per capita income bet¬ 
ween two years. 

At current prices the natio¬ 
nal income in 1973-74 was 
Rs 49,148 crores with a per 
capita income of Rs 851.8. 
Jnc corresponding estimates 
for 1972-73 were Rs 39,573 


crores and Rs 700.4 respecti¬ 
vely. 

The present estimates are a 
revision of “quick” estimates 
issued in January, 1975. The 
revision was mainly on account 
of an upward revision in the 
estimate of foodgrains pro¬ 
duction (by about a million 
tonnes) and latest data on 
on livestock, manufacturing 


industries and transport. This 
has resulted in an increase of 
5 per cent in national income 
as against 3.1 per cent accord¬ 
ing to the “quick” estimates. 

Agriculture and allied acti¬ 
vity continued to account for 
the major proportion (42.6 per 
cent) of ihe national income. 
This was followed by manu¬ 
facturing, electricity, gas and 


construction which together 
had a share of 23 per cent. | 
Trade, transport and storage, | 
and community and personal j 
services formed 16 and 14 per j 
cent respectively of the total, j 

The present White Paper ; 
besides giving the usual infor-' 
mation on consumption expen- < 
diture, savings and capital ( 
formation, contains a set of . 


IMPORTANT JOURNALS FOR EXPORTERS 

Advertise your goods for export in these journals and also subscribe 
to them . 

JOURNAL OF INDUSTRY AND TRADE : An„illustrated monthly 
mainly devoted to the,'promotion of India’s export trade and projecting 
the image of the country’s growing industrial potential and technology. 

INDIAN EXPORT SERVICE BULLETIN : A weekly publishing 
global tender notices, trade enquiries and information on market potential 
for Indian goods abroad and important changes in trade control and 
tariff regulations. A Mid-Week Supplement is also issued on every 
Wednesday. 

ECONOMIC AND COMMERCIAL NEWS : A weekly containing 
vital information on the latest developments in export marketing, 
industrial growth, scientific research, (product development) quality 
control, etc. (only for subscription.) 

UDYOG VYAPAR PATRIKA : An illustrated Hindi Journal devoted 
to industrial development and export promotion. It carries interesting 
features on current national and international economic events 

Annual subscription rate of the above journals (including postage) is 
Rs. 22/-, 75/-, 30/- and 12/- respectively which may be remitted through 
Crossed Bank Drafts/Indian Postal Orders/M.O in favour of “Director, 
Exhibitions and Commercial Publicity” 

For further details please contact : 

DIRECTOR, 

Exhibitions and Commercial Publicity, 

Ministry of Commerce, 

Government of India, 

Udyog Bhavan, New Delhi-110011. 

davp 75/691. 


UStBRN ECONOMIST 


435 


march 5, 1976 




new tables on factor incomes 
by industry and capital form* 
ation in different industries. 
Another special feature is the 
presentation of the detailed 
set of disaggregated tables on 
outputs, inputs and value ad¬ 
ded (by industry groups), fac¬ 
tor incomes, savings and 
capital formation according 
to various categories. 

Factor income payments or 
the distribution of national 
income between the factors of 
production, viz., compensation 
of employees (labour in¬ 
come), interest, rent, divi¬ 
dends, and undistributed 
profits (capital income) 
have been estimated separately 


for the public $od private or¬ 
ganised sectors* For the rest 
of the economy comprising 
own—account workers and 
unorganised enterprises and 
services, an additional cate¬ 
gory of “mixed income of self- 
employed* 9 has been introdu¬ 
ced as it is not always possible 
in these cases to distinguish 
between labour and capital 
income. 

For the economy as a whole, 
employees' compensation ac¬ 
counted for 37 per cent of the 
total income and income of 
self-employed for 48 per cent. 
The rest was almost equally 
shared between interest, rents 
and profits. Share of employe- 


Qulcfc Estimates of Net Capital Foraattai and Saving, 
1974-1975 




1974-75 

1973-74* 

1. 

Net domestic capital formation 
(adjusted) Rs millions 

85560 

70970 

2. 

Net domestic saving (Rs millions) 

79130 

66600 

3. 

Net domestic product at market 
prices (Rs millions) 

667800' 

' 546390 

4. 

Rate of net domestic capital 
formation/saving (per cent) 

4.1 Capital formation as per cent 
of n.d>p. at market prices 

12.8 

13.0 


4.2 Saving as per cent of n.d.p. 
at market prices 

10.8 

12.2 


4.3 Capital formation as per cent of 
n.d.p . at factor cost 

14.1 

14.3 


4.4 Saving as per cent n.d,p. at 

factor cost 

13.1 

13.5 


•Provisional 


Y t AOLiC JL 

? National Product, Consumption, Saving and Capital Formation : Summary 


r 


Item 

1960-61 

1965-66 

1970-71* 

1971-72* 

1972-73* 

1973-74* 

<*) - 
Ct 

1. 

net national product (at factor cost (nnp) 







fit 

tv 


Iks crores) 

1.1 at current prices 

13263 

20637 

34476 

36535 

39573 

49148 

r 


1.2 at 1960-61 prices 

13263 

15082 

19033 

19367 

19077 

20034 


2. 

estimated population (million) 

434 

485 

541 

553 

565 

577 


3. 

per capita net national product (Rs) 









3.1 at current prices 

305.6 

425.5 

637.3 

660.7 

700.4 

851.8 



3.2 at 1961-61 prices 

305.6 

311.0 

351.8 

350.2 

337.6 

347.2 


4. 

net domestic saving (nds) (Rs crores) 







— 


4.1 at current prices 

1327 

2562 

4524 

4671 

5852 

6660 

] 

5. 

net domestic capital formation (ndef) 







] 


(Rs Crores) 







1 


5.1 at current prices 

1808 

3161 

4918 

5150 

6149 

7097 



5.2 at 1960-61 prices 

1808 

2506 

2843 

2864 

3213 

3257 

1 

6. 

rate @ of saving (per cent) 

9.3 

11.2 

11.8 

11.4 

13.2 

12.2 

4 

7. 

rate @ of capital formation (per cent) 

12.7 

13.8 

12.8 

12.6 

13.8 

13.0 

1 

8. 

private final consumption (expenditure (pfce) 







i 


(Rs crores) 







j 


8.1 at current prices 

11950 

18444 

30461 

32454 

35080 

43062 

* 


8.2 at 1960-61 prices 

11950 

13439 

16756 

16994 

16719 

17507 

\ 

9. 

per capita private final consumption 







k 


expenditure (Rs) 







\ 


9.1 at current prices 

275.3 

380.3 

563.0 

586.9 

620.9 

746.3 



9.2 at 1960-61 prices 

275.3 

277.1 

309.7 

307.3 

295.9 

303.4 


10. 

index number (1960-61 -100) 







] 


10.1 nnp at current prices 

100.0 

155.6 

259.9 

275.5 

298.4 

370.6 

1 


10.2 nnp at 1960-61 prices 

100.0 

113.7 

143.5 

146.0 

143.8 

151.1 



10.3 nds at current prices 

100.0 

193.1 

340.9 

352.0 

441.0 

501.9 

1 


10.4 ndcf at current prices 

100.0 

174.8 

272.0 

284.8 

340.1 

302.5 

< 


10.5 ndcf at 1960-61 prices 

100.0 

138.f> 

157.2 

158.4 

177.7 

180.1 



1&6 pfce at current prices 

100.0 

154.3 

254.9 

271.6 

293.6 

360.4 



10.7 pfce at 1960-61 prices 

100.0 

112.5 

140.2 

142.2 

139.9 

146.5 

1 


10.8 per capita nnp at current prices 

100.0 

139.2 

208.5 

216.2 

229.2 

278.7 


v 

10.9 per capita nnp at 1960-61 prices 

100.0 

101.8 

115.1 

114.6 

110.5 

113.6 

1 


10.10 per capita pfce at current prices 

100.0 

138.1 

204.5 

213.2 

225.5 

271.1 

1 


10.11 per capita pfce at 1960*61 prices 

100.0 

100.7 

112.5 

111.6 

107.5 

110.2 


* provisional @as proportion of net domestic product at market prices. 
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es’ compensation remained al¬ 
most the same since 1960-61 
suggetting that it has moved 
in step with total income. 

Employees* compensation in 
the organised sector of the 
economy accounted for as 
much as *70 per cent of the 
total income, profits taking the 
second place at 18 per cent. 
The share of interest payments 
was relatively low (about 10 
per cent) and of rent almost 
negligible. Within the organi¬ 
sed sector the public and pri¬ 
vate enterprises had distinctly 
different patterns of factor in¬ 
comes. Employees’ compen¬ 
sation in public enterprises 
^excluding general administra¬ 
tion) accounted for 71 per cent 
and profits only for 11 per cent 
of the total income. In pri¬ 


vate enterprises, these shares 
were 59 per cent and 30 per 
cent repectively. 

Private consumption ex¬ 
penditure in 1973-74 was 
estimated at Rs 43,062 crores 
accounting for 75 per cent of 
the gross national product. 
This has registered an increase 
of 4.7 per cent over the pre¬ 
vious year (as against an 
increase of 5 per cent in 
national income). 

There has been no signi¬ 
ficant change in the pattern 
of consumption, the food 
items accounting for 65 per 
cent of the consumption 
basket 

The total domestic savings 
during 1973-74 amounted to 
Rs 6,660 crores and the total 


domestic capital formation to 
Rs 7.0 crores. As propor¬ 
tions of national income, 
these work out to 12.2 per 
cent and 13 0 per cent res¬ 
pectively, and were somewhat 
less than the rates observed 
in the previous year (13 2 and 
13 8 per cent respetively) A 
marked decline in construc¬ 
tion activity mainly accounted 
for the shortfall 

Of the total domestic 
savings 76 per cent came from 
the household sector of which 
45 per cent was held m 
financial assets and 31 per 
cent m terms of physical 
assets. There was a subs¬ 
tantial increase from last year 
in the financial assets (of the 
order of Rs 1,000 crores (but 
a reduction m the physical 


assets (Rs 700 crores). Public 
sector accounted for 18 per 
cent of the total savings and 
the private sector only for 6 
per cent but both registered 
marked increases as compared 
to the previous year. 

In the case of capital for¬ 
mation, on the other hand, 
maximum contribution came 
from the public sector with a 
continuously increasing trend 
over the last few years. It 
increased from 48 per cent it 

1972- 72 to 56 per cent in 

1973- 74 The contribution < f 

the private sector remained 
more or less stationary at / 
about 12 per cent and the 
rest was accounted for by the 
household sector In terms 
of user industries, organised 
manufacturing activity pro- 


Tablf II 

Net Domestic Product at Factor Cost by Industry of Origin (at 1960-61 prices) 


(Rs crores) 



Industry 

1960-61 

1965-66 

1970-71* 

1971-72* 

1972-73* 

1973-74* 

1 . 

agriculture 

6580 

9534 

16360 

16850 

18020 

24541 

2. 

forestry and logging 

174 

317 

456 

488 

521 

585 

3. 

fishing 

77 

122 

236 

257 

292 

325 

4. 

mining and quarrying 

134 

221 

352 

372 

402 

444 


sub-total . primary 

6965 

10194 

17404 

17967 

12235 

25895 

5. 

manufacturing 

1856 

3014 

4770 

5231 

5817 

6717 


5 1 registered 

1071 

1822 

2950 

3290 

3712 

4312 


5.2 unregistered 

785 

1192 

1820 

1941 

2105 

2405 

6 

construction 

625 

1060 

1893 

2046 

2227 

2222 

7. 

electricity, gas & water supply 

68 

144 

313 

332 

357 

372 


sub-total: secondary 

2549 

4218 

6976 

7609 

8401 

9311 

8. 

transport, storage & communication 

576 

942 

1610 

1745 

1760 

1933 


8.1 railways 

252 

400 

535 

590 

579 

498 


8.2 transport by other means and storage 

261 

429 

839 

893 

908 

1124 


8 3 communication 

63 

113 

236 

262 

273 

311 

9. 

trade and hotels and restaurants 

1294 

2231 

3716 

3935 

4437 

5551 


sub-total transport communication and trade 

1870 

3173 

5326 

5680 

6197 

7484 

10. 

banking and insurance 

160 

346 

636 

747 

845 

1039 

11 . 

real estate and ownership of dwellings and 
business services 

392 

574 

726 

781 

861 

903 


sub-total finance and real estate 

552 

920 

1362 

1528 

1706 

1942 

12. 

public administration 

538 

989 

1635 

1831 

1974 

2218 

13. 

other services 

861 

1307 

2057 

2211 

2371 

2630 


sub-total: community and personal services 

1399 

2296 

3692 

4042 

4345 

4843 

14 

total : net domestic prodnet at factor cost 

13335 

20801 

34750 

36826 

39884 

49480 

15 

net factor income from abroad 

l—)72 ( 

—)164 

(—)284 

(—)291 

(—)311 

(—)332 

16 

total net national product 

13263 

20637 

34476 

36535 

39573 

49148 

17. 

population (million) 

434 

485 

541 

553 

565 

* 577 

18. 

per capita net national product=per capita 
income (Rs) 

305 6 

425 5 

637 3 

660 7 

700 4 

851.8 

* provisional 
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Table III 


Net Domestic Product st Factor Cost by Industry of Origin (at 1960*61 prices) 

(Rs crores) 



Industry 

1960-61 

1965-66 

1970-71* 

1971-72* 

1972-73- 

1973-74- 

t 

1. 

agriculture 

6580 

6148 

8137 

7986 

7284 

7945 

, 2. 

forestry and logging 

174 

240 

270 

276 

285 

281 

3. 

fishing 

77 

91 

107 

113 

118 

124 

4. 

mining and quarrying 

134 

188 

212 

223 

232 

237 


sub-total: primary 

6965 

6667 

8726 

8598 

7919 

8587 

5. 

manufacturing 

1856 

2557 

3036 

3127 

3265 

3387 


5.1 registered 

1071 

1585 

1888 

1972 

2085 

2185 

, 

5.2 unregistered 

785 

972 

1148 

1155 

1180 

1202 

» 6. 

construction 

625 

865 

1065 

1093 

1151 

1044 

7. 

electricity, gas and water supply 

68 

131 

195 

214 

227 

240 


subtotal: secondary 

2549 

3553 

4296 

4434 

4643 

4671 

s. 

transport, storage and communication 

576 

788 

981 

1035 

1035 

1049 


8.1 railways 

252 

340 

391 

418 

432 

405 


8.2 transport by other means and storage 

261 

352 

463 

487 

463 

494 

• 

8.3 communication 

63 

96 

127 

134 

140 

150 

j 9. 

trade and hotels and restaurants 

1294 

1681 

2037 

2077 

2126 

2166 


sab-total: transport, communication and trade 

1870 

2469 

3018 

3116 

3161 

3215 

<10. 

banking and insurance 

160 

223 

311 

348 

369 

368 

ill. 

t 

real estate and ownership of dwellings and 
business services 

392 

443 

477 

486 

491 

498 

( 

sob-total: finance and real estate 

552 

666 

788 

834 

860 

868 

112. 

public administration and defence 

538 

823 

1144 

1288 

1367 

1484 

113. 

other services 

861 

1056 

1247 

1285 

1320 

1356 

sob-total: community and personal services 

1399 

1879 

2391 

2573 

2527 

2510 

14. 

total: net domestic product product at factor 
cost 

13335 

15234 

19219 

19555 

12270 

20179 

■ 15. 

net factor income from abroad 

(—)72 

(—)152 

(—) 186 

(—>188 

( — )193 

( —)145 

16. 

total: net national product 

13263 

15082 

19033 

19367 

19077 

20034 

17. 

population : (million) 

434 

485 

541 

553 

565 

577 

18. 

per capita net national product=per capita 
income (Rs) 

305.6 

311.0 

351.8 

350.2 

337.6 

347.2 


* provisional 


Table IV 




Distribution of Factor Incomes (at current prices) 


(Rs crores) 

Year 

compensation 

of 

employees 

interest 

rent 

Profits 

& 

dividends 

mixed income 
of self- 
employed** 

net 

domestic 

product 

1960-61 

4600 

430 

683 

894 

6728 

13335 

1961-62 

4872 

498 

726 

992 

6997 

14085 

1962-63 

5440 

576 

788 

1101 

6998 

14903 

1963-64 

6005 

668 

901 

1303 

8212 

17089 

1964-65 

6755 

777 

978 

1357 

10281 

20148 

1965-66 

7542 

952 

1008 

1410 

9889 

20801 

1966-67 

8513 

1048 

1071 

1393 

12088 

24113 

1967-68 

9910 

1221 

1082 

1227 

14920 

28360 

1968-69 

10587 

1404 

1176 

1266 

14551 

28984 

1969-70 

11601 

1563 

1274 

1677 

15926 

32041 

1970-71- 

12612 

1709 

1369 

1785 

17285 

34760 

1971-72* 

13489 

1865 

1553 

2078 

17841 

36826 

1972-73* 

14635 

2058 

1733 

2184 

19274 

39884 


** income of own account workers and profits and dividends 0 f unincorporated enterprises * provisional 

) 
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vided (he major share to capi¬ 
tal formation (28 per cent) 
followed by agriculture (16 
per cent). 

The share of the public 


sector in net domestic product 
continued to show an increa¬ 
sing trend isface 1*960-61, and 
stood at 14 5 per cent in 
1973-74. Non-departmental 
enterprises within the public 


sector registered the maximum 
rise (1.2 per cent in 1960-61 
to 4.5 per cent in 1973-74). 
Current expenditure accounted 
for 68 per cent of the 1973-74 
budget and capital expendi¬ 


ture for the remaining 32 per 
cent. 

Selected tables from the 
White Paper relating to na¬ 
tional product are given below. 


Table V 


Distribution of Factor Incomes by Public and Private Organised Sectors (at current prices) 


(Rs crores) 


year* 

compensation 

of 

interest 

__ 

employees 

__ 

t*Ul@ 

1960-61 

2278 

197 

1961-62 

2475 

234 

1962-63 

2788 

259 

1963-64 

3194 

315 

1964-65 

3618 

385 

1965-66 

4095 

494 

1966-67 

4541 

592 

1967-68 

5112 

688 

1968-69 

5652 

822 

1969 70 

6206 

891 

1970-71* 

6928 

10P 

1971-72* 

7656 

1142 

1972-73* 

8492 

1260 

public enterprises 

I960 61 

630 

120 

1961-62 

705 

143 

1962-63 

801 

175 

1963-64 

890 

210 

1964-65 

1032 

253 

1965-66 

1211 

299 

1966-67 

1387 

366 

I967-6R 

1609 

420 

1968-69 

1808 

515 

1969-70 

2100 

535 

1970-71* 

2419 

594 

1971-72* 

2699 

630 

1972-73* 

3080 

700 


rent 

profits 

& 

dividends 

value 

added 

45 

894 

34)4 

50 

992 

3751 

56 

1101 

4204 

61 

1303 

4873 

73 

1357 

5433 

78 

1410 

6077 

97 

1393 

6623 

110 

1227 

7137 

.19 

1266 

7859 

135 

lb77 

•8909 

P3 

1786 

9879 

164 

2078 

81049 

183 

2184 

82119 


4 

130 

884 

4 

157 

4009 

6 

186 

1168 

7 

248 

1355 

8 

198 

1491 

18 

226 

1754 

19 

192 

1964 

22 

162 

2213 

29 

217 

2569 

38 

295 

296* 

47 

353 

3413 

50 

All 

3856 

59 

454 

•4293 


private enterprises 


1960-61 

1110 

77 

1961-62 

1177 

91 

1962-63 

1319 

84 

1963-64 

1526 

105 

1964-65 

1696 

132 

1965-66 

1895 

ins 

1966-67 

2050 

226 

1967-68 

2251 

268 

1968-69 

2474 

307 

1969-70 

2603 

356 

1970-71* 

2874 

418 

1971-72* 

3126 

512 

1972-73* 

3438 

560 


41 

764 

1992 

46 

835 

2149 

•'O 

915 

2368 

54 

1055 

2740 

65 

1159 

3052 

60 

1184 

3334 

78 

1201 

3555 

88 

1065 

3672 

90 

1049 

3920 

97 

1382 

4438 

106 

1433 

4831 

114 

1601 

5353 

124 

1730 

4852 


@ includes public administration and defence (compensation of employees) 
* provisional 
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Table VI 

Domestic Capital Formation (at current prices) 


(Rs crores) 



Item 

1960-61 

1965-66 

1970-71* 

1971-72* 

1972-73* 

1973-74* 

1. 

Total Gross Fixed Domestic Capital Formation 

2156 

4132 

6298 

7133 

8067 

8755 


1.1 Construction 

1337 

2360 

3903 

4240 

4733 

4797 


(a) Public Sector 

676 

1377 

1755 

2082 

2627 

2849 


(b) Private Sector 

661 

983 

2148 

2158 

2106 

1948 


1.2 Machinery and Equipment 

819 

1772 

2395 

2893 

3334 

3958 


(a) Public Sector 

379 

669 

679 

766 

1047 

1107 


(b) Private Sector 

440 

1103 

1716 

2127 

2287 

2851 

2. 

Change in Stocks 

427 

295 

1000 

763 

1079 

1307 


(a) Public Sector 

87 

170 

377 

362 

(—)17 

760 


(b) Private Sector 

340 

125 

623 

401 

1096 

547 

3. 

Total Gross Domestic Capital Formarion 

2583 

4427 

7298 

7896 

9146 

10062 


(a) Public Sector 

1142 

2216 

28)1 

3210 

3657 

4716 


(b) Private Sector 

1441 

2211 

4487 

4686 

5489 

5346 

4. 

Le&s C onsumption of Fixed Capital 

736 

1229 

2082 

2279 

2504 

2754 


(a) Public Sector 

116 

217 

421 

459 

536 

644 


(b) Private Sector 

620 

1012 

1661 

1820 

1968 

2110 

5. 

Total Net Domestic Capital Formation 

1847 

3198 

5216 

5617 

6642 

7308 


(a) Public Sector 

1026 

1999 

2390 

2751 

3121 

4072 


(b) Private Sector 

821 

1199 

2826 

2866 

3521 

3236 

6. 

Errors and Omissions 

(—)39 

<—>37 

(—)298 

(->467 

(->493 

(—)211 

7. 

Total Net Domestic Capital Formation Adjusted 
for Errors and Omissions 

1808 

3161 

4918 

5150 

6149 

7097 

8. 

Total Gross Domestic Capital Formation 
Adjusted for Errors and Omissions 

2544 

4390 

7000 

7429 

8653 

9851 

* Provisional 









Table VII 

Share of Public Sector in Domestic Product 

(at current prices) 

(Rs crores) 


Item 

1960-61 

1965-66 

1970-71* 

1971-72* 

1972-73* 

1973-74* ~ 

1. 

Gross Product of Public Sector 

1538 

2960 

5469 

6146 

6803 

7739 


LI Government Administration 

735 

1367 

2401 

2697 

2926 

3299 


1.2 Departmental Enterprises 

586 

973 

1466 

1596 

1700 

1741 


1.3 Non-dcpartmenta! Enterprises 

217 

620 

1602 

1853 

2177 

2699 

2. 

Net Product of Public Sector 

1422 

2743 

5048 

5687 

6267 

7095 


2.1 Government Administration 

735 

1367 

2401 

2697 

2926 

3299 


2 2 Departmental Enterprises 

522 

890 

1361 

1493 

1575 

1602 


2.3 Non-departmenta! Enterprises 

165 

486 

1286 

1497 

1766 

2194 




— 

- per cent 

— -- 


3. 

Share of Public Sector in Gross Domestic Product 

10.9 

13.4 

14.8 

15.7 

16.0 

14.9 


3.1 Government Administration 

5.2 

6.2 

6.5 

6.° 

6.9 

A A 


3.2 Departmental Enterprises 

4.2 

4.4 

4.0 

4.1 

4.0 

0.9 

3 3 


3.3 Non-departmeatai Enterprises 

1.5 

2.8 

4.3 

4.7 

5 1 

5.2 

4. 

Share of Public Sector in Net Domestic Product 

10.6 

13.2 

14.5 

15.4 

15.7 

14.5 


4.1 Government Administration 

5 5 

6.6 

6.9 

7.3 

7 3 

A 7 


4 2 Departmental Enterprises 

3.9 

4.3 

3.9 

4.0 

4.0 

O. f 


4.3 Non-departmental Enterprises 

1.2 

2.3 

3.7 

4.1 

4.4 

4.5 


* Provisional 
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Tested 
goods sell 
better 


Whatever the product you make, Shriram Test 
House can help you improve it - and your 
profits. 

What does our Test House offer you ? Quick end dependable testing 
facilities to help you at every stage, from the selecting of raw materials 
to assessing the finished article And we can help you make your 
products to various specifications. 

Shriram Test House is provided with the most modern equipment and is 
staffed by experts They can guide you in determining the quality of 
thousands of items; from food to fuels, textiles to metals, plastics to 
pharmaceuticals & pesticides, electricals to electronics, etc. 

The ShriramTest House Certificate is recognised as a guarantee of high 
quality by private firms as well as by thel.S.I., D.G.S.&D., Export Promotion 
Councils and many Government and Semi-Government organisations. 
Why not ask us about our facilities for solving your particular problem 7 
There is no consultation fee Write to us at 19 University Road, Delhi *7, 
or give us a ring at 227994. 


SMURAM TE8T HOUSE 






Thrice blessed ere the industrious 
for they shall ell prosper 



in the Land of Promise. 


It's hare, that 
entrepreneurs are 
blessed with 
the dynamic 
and performance 
oriented Corporations 
like the GIDC, 

GSFC and GIIC. 
Here's how they 
operate. Tell them 
how they can 
help you. 


GIDC 

offers dovolopod land with 
complata infrastructural 
facilitias in 82 Industrial 

Estates. 

GIDC also has the largest 
number of sheds (4000) and 
housing tenements (3000). 
With complete facilities for 
water and power. 



A great majority of the estates 
are directly alongside vital 
national highways and railway 
lines. And provided with 
telephone facilities. 

Wherever social infrastructural 
facilities are inadequate, GIDC 
provides canteens, guest house* 
hctfpifals, theatres, post offices, 
hotels, etc 


GSFC 

offers liberal financial assist¬ 
ance upto Rs. 30 lakhs. 

In the form of rupee loans and 
wherever necessary, foreign 
exchange, upto 80% of the fixed 
capital 

GSFC also has several schemes 
specially designed to meet the 
needs of various sectors of 
Industry. 

In thelncentive Areas"(Broach. 
Panchmahats, and Surendra- 
nagar) and other developing 
districts, GSFC provides long¬ 
term loans at concessional 
rates 

GSFC also collaborates with 
leading financial institutions 1 
like IDBI, IFCI, ICICI, and of 
course GIIC. And underwrites 
capital issues floated in the 
open market and guarantees 
deferred payments.. 


GIIC 

fills the investment gap 
batwaan total capital 
invastmant and basa capital 
consisting of promoter's 
share plus assistance from 
other institutions. 

By underwriting capital issues. 
GIIC ensures public support 

And in good new ventures by 
enterprising promoters with 
insufficient resources. GIIC 
participates directly by sub¬ 
scribing to the share capital. 

Besides guaranteeing deferred 
payments of machinery, GIIC 
also guarantees loans and 
finance from financial institu¬ 
tions and banks. And 
provides long-term loans. 

In all these activities GIIC 
collaborates with GSFC and 
banks, and national 
level financial institutions 
like IDBI. IFCI and ICICI. 
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Railway finances 

Having made no provision in the current year’s railway budget, presented to ; 
Parliament in February. 1975. for increase in the dearness allowance of the workforce 
as well as for such recurrent calamities as floods and cyclones and also having 
underestimated the escalation in the cost of material inputs—coal, steel and cement 
particularly—the minister for Railways. Mr Kamalapati Tripathi, could not have 
been expected to avoid showing a substantial deficit in the revised estimates of this 
year’s finances of his charge. But it is encouraging to note that even after the staff 
costs going up by over Rs 121 crores (Rs 103 crores on account of the payment of ■ 
the arrears of dearness allowance alone), the costs of material inputs overrunning I 
the budget estimate of Rs 20 crores by approximately Rs 24.5 crores. the restoration 
of the flood and cyclone-damaged assets entailing an expenditure of Rs 4 crores 
and an increase of Rs 11.6 crores in the rolling stock maintenance bill, which, as a 
sequel to the declaration of emergency, helped in clearing some of the backlog of 
repairs, the current year's deficit has been shown at the much less dreaded figure of 
Rs 62.81 crores. Knowledgeable circles had feared about four months ago that this 
deficit, even after the evaporation of the anticipated surplus of Rs 23.03 crores, might 
turn out to be in the neighbourhood of Rs 90 crores. As matters stand now, the 
current year’s deficit could have been even lower than Rs 62.81 crores by about 
Rs 19 crores had the payment of dues to the railways by some major consignees in 
the public sector been more prompt than has been the case. The budget provided 
for delayed payments to the extent of only Rs 6 crores. They are likely to be of the 
order of Rs 25 crores. 

This generally heartening balance-sheet of railway finances, excluding the increase 
in the indebtedness to the general revenues on account of dividend liability, has ! 
primarily emerged from the wholesome trends in both passenger and goods traffic 
although the possibility of some attempts having been made at window-dressing in the 
form of deferring some payments to the next year cannot be ruled out. No serious 
objection, of course, can be taken to this as a sizeable amount of money is due to the 
railways also from some of the major consignees. Both passenger and goods traffics 
have been ahead of expectations. The goods traffic, inclusive of departmental traffic, 
at 214 million tonnes, is now hoped to exceed the budget estimate by about four 
million tonnes, bringing in Rs 56.93 crores additional revenue, including, of course, 
the additional receipts from the changes effected in the classification of certain com¬ 
modities and some miscellaneous changes in November/December last. The passenger 
traffic is expected to yield nearly Rs 21 crores more than the budget estimate. The 
other coaching earnings are anticipated to be higher by about Rs 6.9 crores. The 
traffic trends after December are stated to have been very encouraging. 

So far as the next year is concerned, the buoyancy in traffic—both passenger and 
goods—is expected to continue. The budget estimates envisage the railways catering 
in 1976-77 for an additional four per cent passenger traffic and 11 million tonnes 
increase in goods traffic, including the departmental traffic, compared to the current 
year’s revised estimates. The revenue-earning goods traffic is expected to grow by 
12 million tonnes. These anticipations are by no means over-optimistic. On the 
other hand, so far as goods traffic is concerned, the expectation may prove to be 
otherwise. If the hope expressed by the Railway minister that ultimately even the 
revised estimates of revenue-earning as well as the total goods traffic carried by the 
railways this year might be exceeded by three million tonnes, the net addition to 
goods traffic next year in terms of the budget estimate would be only 8 million 
tonnes, as against nearly 25 million tonnes this year. Allowance here, of course, 
has to be made for the setback to traffic in 1974-75 as a result of the railwaymen’s 
strike in May that year, which influenced the traffic estimates contained in the current 
year’s budget. 

On the basis of the expectations that the revenue-earning goods traffic would go 



up next year by 12 million tonnes and the 
passenger traffic by four per cent, the 
1976*77 revenue receipts at the existing 
fares and freight rates have been estimated 
at Rs 1868.47 crores—passenger earnings 
Rs 518.01 crores, other coaching earnings 
Rs 87.18 crores, goods earnings Rs 1240.28 
crores and sundry earnings Rs 45 crores. 
Fearing that Rs 20 crores out of the 
above earnings may not be realised 
during the year, as against Rs 25 crores 
this year, and allowing for Rs 1551.42 
crores working expenses, which unlike 
the current year, contain fairly adequate 
provisions for various cost escalations 
including staff costs, and enhanced allo¬ 
cations to the depreciation and pension 
funds, the net revenue, at the existing 
fares and freight structure, is estimated 
at Rs 129.25 crores. The allocation for 
depreciation has been raised by Rs 20 
crores to make up partly the under- 
provision in the last two years in terms of 
the recommendations of the Railway 
Convention Committee and that for the 
pension fund by Rs 5.25 crores to meet 
the anticipated higher withdrawals. The 
net revenue falls short of the dividend 
liability to the general revenue (Rs 207.6 
crores) by Rs 78.57 crores. 

With a view not to resorting to bor¬ 
rowings from the general revenues to 
meet this year’s dividend liability, the 
.surchargeon goods traffic other than 
such commodities of essential consump¬ 
tion as foodgrains, edible oils, gur, shak- 
kar and jaggery, salt and such raw mate¬ 
rials as fertilizers and oilseeds, has been 
raised by five per cent on the total exist- 
■ ing freight if the movement is in wagon 
loads up to 500 kms, and by 10 per cent 
if it is beyond 500 kms. All “smalls” 
traffic will bear a supplementary charge 
' of 10 per cent. The additional surcharge 
'is expected to yield Rs 87.55 crores, 
which after making up the shortfall in 
the dividend liability, will throw up a 
I surplus of Rs 8.98 crores. The surplus 
is proposed to be appropriated to the 
development fund. 

• On the basis of the weightages accor- 
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dad to the commodities exempted from 
the supplementary surcharge in the 
computation of die wholesale prices and 
consumer prices indices, aggregating to 
28.68 per cent and 36.45 per cent res¬ 
pectively, and also taking into considera¬ 
tion that approximately 14 per cent 
additional weightage in the consumer 
prices index applicable to clothing, foot¬ 
wear, rail travel, medical care, education 
and recreation, is not affected by the 
supplementary surcharge, the railway 
ministry expects that the current price 
trends would not be affected at least for 
the poorer sections of the society. The 
industry, it is felt, should be able to 
absorb the incidence of the additional 
surcharge if the overheads can be brought 
down through expansion in production. 

There is some logic in this argument, 
but in assessing the impact of the Rail¬ 
way minister’s proposals on production 
and distribution costs, allowance has to 
be made for the current reduced profit¬ 
ability of the industrial sector. Further, 
expansion in production in many lines 
depends on how far demand picks up. 
This will depend on the Finance minis¬ 
ter’s taxation and investment proposals. 
The fairly steep increases effected recently 
in the communication tariffs is another 
factor to be taken into consideration. 
The cumulative effect of the increases in 
the railway freight rates and the commu¬ 
nication tariffs, indeed, cannot be insig¬ 
nificant on production and distribution 
costs especially in a period of dear money 
policy. 

A very significant revelation made by 
the Railway minister in the budget 
documents is that not only the long¬ 
distance goods traffic does not fully cover 
the railway costs in the case of several 
commodities but also the railways are 
estimated to have incurred a loss of 
Rs 122.92 crores on coaching services 
(primarily suburban and non-suburban 
passenger traffic), Rs 41.67 crores on 
low-rated commodities and Rs 0.6 crores 
on freight concessions on relief measures, 
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despite the lnnriaas iffiantolfa fsiea sad 
freight rates in the last tseMcrih ffa& 
The loss op tow-rated jartrwaffia Jsffii 
been as follows: ' ' ' 

Foodgrains—Rs 10.75 crores, fodder— 
Rs 7.16 crores, coal—Rs $.96 crams, 
salt for edible use—Rs 5.5 crons, oil¬ 
seeds—Rs 2.89 crates, fruits and vege¬ 
tables—Rs 2.86 crores, gar, lhakkar and 
jaggery—Rs 1.81 crores, firewood and 
charcoal—Rs 1.62 crores, ores other than 
iron and manganese ores—Rs 1.13 crates, 
edible oils—Rs 0.51 crons, limestone 
and dolomite—Rs 0.29 crores, mollis- 
ses—Rs 0.29 crons and sugarcane— 
Rs 0.09 crores. While after the imple¬ 
mentation of the 1976-77 budget propo¬ 
sals, the loss on the movement of mineral 
ons, mollasses and sugarcane will be 
wiped out, it can be expected to only 
grow in the ease of suburban and non- 
suburban traffic and the other items 
exempted from the additional surcharge. 
An effort ought to have been made to 
curtail the loss at least on coaching ser¬ 
vices. The additional receipts from this 
source conld have helped in containing 
the additional freight burden on indus¬ 
tries which are facing demand recession 
at present. Even otherwise these addi¬ 
tional receipts could have assisted in 
b ringing down the indebtedness of the 
railways to the general revenues which 
is expected to grow to as much ns 
Rs 491.50 crores by the end of March 
next year. The interest payments on 
this indebtedness are by no means small. 

Although the productivity of the rail¬ 
ways has gone up significantly this year, 
the scope for containing staff costs can¬ 
not be overemphasised. The fuel costs, 
which form the other major operating 
expense of the railways, of course, do 
no offer that much scope for economy 
after this year’s tightening of pilferages. 
The containment of staff costs has a 
direct bearing on fresh mesuitmeoW *spe+ 
dally after the sixeabie recruitment 
effected following railwayman's strike fa 
May, 1974. 
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Optimism In 

U mil prerideatial addrew at the annual 
gen«»l meeting of the Bengal Chamber 
of Commerce and Industry held on 
February .BO, Mr A.L. Mndaliar referred 
to some bright aspects of West Bengal's 
economy Sad also highlighted certain dis¬ 
quieting features. He said that last year 
there were increases of 13 per cent and 33 
per cent in the production of rice and 
wheat respectively as compared to the 
previous year. The West Bengal Indus¬ 
trial Development Corporation had doub¬ 
led its assistance to new industries in 
1974-75 in relation to the preceding year. 
The outlay on the annual Plan for the 
state for the coming year had also been 
stepped up considerably. But the state’s 
major industries continue to be confron¬ 
ted with serious difficulties. 

Mr Mudaliar referred to the problems 
faced by the jute, tea and engineering 
industries but did not mention the auto¬ 
mobile industry which occupied a crucial 
place in the economy of West Bengal. 
He said that the “uncertainty regarding 
the orders for the wagon building indus¬ 
try has also led to a chain of adverse 
repercussions on the dependant small and 
ancillary industries.” Such repercussions 
have occurred also on a large number of 
automobile ancillaries which provide 
employment to several lakhs of persons. 

Mr. Mudaliar said that the problems 
of West Bengal’s major industries could 
not be solved by “remedies of a shot-in- 
the-arm variety”. He observed : “What is 
called for is a renewal and restructuring 
of investments and industries. In this 
process aspects such as research and 
development must be given their due 
consideration so that, for example, new 
applications for the products of tradi¬ 
tional industries along with more efficient 
processes can be identified. For this to 
come about at all, a perspective plan 
setting out thb short-term as well as the 
long-term strategies and priorties in a 
clear and consistent manner will be a 
fine qua non. It is a difficult task and is 
apt tp be long drawn but but at the same 
time remains compulsive; we in the 
Chamber woukl. be happy to help tiie 
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West Bengal 

State Planning Board in determining these 
strategies.* 1 

Mr Mudaliar is, of course, right in 
emphasising the need for a perspective 
plan but how far is the State Planning 
Board competent to undertake this task? 
It is significant that though the Planning 
Board has been functioning for the last 
many years, it has rarely held any dialo¬ 
gue with industrial organisations on 
short-term or long-term planning. Has 
the board, for instance, made any study 
of the problems and prospects of the jute 
industry and offered suggestions regarding 
its programme of research and develop¬ 
ment? Even when the state was passing 
through the most severe crisis in power 
supply till recently, the Board did no 
seem to have played any part in evolving a 
sound strategy to deal with this problem. 

Much publicity has been given to the 
fact that West Bengal's outlay in the next 
Plan has been substantially stepped up. 
This is commendable and state govern¬ 
ment and Mr Sankar Ghose, the Finance 
minister, deserve praise for making ear¬ 
nest efforts to raise additional resources. 
But it is worth noting that while West 
Bengal's outlay on the annual Plan has 
been raised from Rs 171 crores in 1975-76 
to Rs 232 crores in 1976-77, that of 
Maharashtra has been stepped up from 
Rs 350 crores to Rs 459 crores. Even 
Andhra Pradesh, Bihar and Madhya 
Pradesh have been able to fix their Plans 
for 1976-77 at a much higher level than 
West Bengal, the figures being Rs 262 
crores, Rs 242 crores and Rs 272 crores, 
respectively. West Bengal therefore 
should try to step up its outlay to still 
higher levels so as to be able to make a 
greater impact on the growth of its 
economy. 

Mr Mudaliar referred to the problems 
of the Calcutta port and suggested that 
the central government should hear the 
entire expenditure of dredging the river 
and not merely 80 per cent of it as at 
present. He warned that unless the port 
was relieved of this financial burden, there 
was every likelihood of the charges being 
raked further. In the last year the port 
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Charges were steeply increased and 
had placed the port at “a relative dis* 
advantage* 9 . New Delhi should therefore 
sympathetically examine this aspect. But 
the port authorities should make serious 
efforts to improve efficiency and effect 
economies for which there seems to be 1 
considerable scope. 

The central government should also 
agree to place the port of Haldia under 
the management of the Calcutta port. 
There seems to be a strong case in favour 
of this arrangement. As Mr Mudaliar 
said, “from the very beginning Haldia 
was conceived as supplementary to and a 
part of the Calcutta port for the purpose 
of bulk cargo handling; its separation 
from the Calcutta port now will be apt to 
accentuate the operational problems fttu) 
financial difficulties of the latter which 
will adversely affect trade and commerce 
in the whole of the eastern region. I 
sincerely hope that these long term as¬ 
pects will be given their due consideration 
so that Haldia can be reiained as an 
integral part of the Calcutta port com¬ 
plex." 

The Bengal Chamber's president while 
urging the government to adopt realistic 
policies reminded industry of its responsi¬ 
bility and opportunities. He stressed the 
need for exploiting and expanding the 
rural markets. He said that “imagina¬ 
tive marketing and distribution ideas will 
have to increasingly come into their, own 
in creating new opportunities and satisfy¬ 
ing them." He suggested that industry 
should make the optimum use of such 
scarce resources as credit through better 
working capital management. Mr Muda¬ 
liar also observed that “while industry 
must continue to strive towards that 
optimum product mix which results in 
the best utilisation of resources, there will 
be the need to foster this process through 
fiscal and other means'*. He referred to 
the “positive and purposeful approach" 
demonstrated by the chief minister of 
West Bengal and the union ministers of 
Finance and Commerce. Mr Siddhartha 
Shankar Ray gave further evidence of his 
pragmatic approach when he told the 
Bengal Chambers annual meeting that 
there should be a reduction in the per¬ 
sonal and corporate taxation in order to 
encourage savings and investment. He 
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asserted that such a reduction, far from 
affecting the revenue of the government, 
would actively help to increase it by 
giving a strong stimulus to economic 
activity. Mr Ray emphasized that it 
was essential to increase the purchasing 


Hoechst and its 

Two. points of great merit were stres¬ 
sed by Dr. Hansgeorg Gareis, director of 
pharmaceutical research of Hoechst AG, a 
reputed drug company of West Germany, 
during his recent visit to this country. 
First, that drug units which marketed 
their products in a hurry without guard¬ 
ing against even the known after-effects 
of their products might not have any 
protection from penalty. Second, the 
marketing of drugs under generic names 
was possible provided there was an 
agency to safeguard that no substandard 
drugs were allowed to enter the market. 
And both these issues were highly 
relevant in our country today because the 
recommendations of the Hathi Committee 
report in this regard were being 
considered by the ministry of Chemicals 
and Fertilisers. The ministry would do 
well if it bore these points in mind while 
finalising its view on the much publicised 
Hathi report because there is a high 
prpbability of increase in spurious and 
substandard drugs once the brand names 
were abolished. 
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large under-utilisation of industry's instal- 
led capacity. It remains to be seen how 
far the union Finance minister agrees with 
the views of the chief minister of West 
Bengal. 


research centre 

had to shell out millions of pounds for 
the rehabilitation of the deformed babies. 
The company certainly had to pay a 
heavy price for its indiscretion though 
the misery caused to the deformed babies 
could not be assessed in terms of money. 

Again, not long ago the sale of sub¬ 
standard talcum powder in France 
resulted in the death of no less than 30 
babies before its marketing was stopped. 
In our country also, penicillin injections 
resulted in a few deaths before warning 
could be broadcast to the medical 
practitioners regarding the allergy of 
certain persons to this highly effective 
antibiotic. The moral was obvious that 
in the field of medicine, there need not 
be any hurried short cuts because the 
consequences can be disastrous. 


and devel($stent (RafedEf) in pbinai#* 
ceuticals our country had embarked upon 
an ambitious programme through atato* 
financed laboratories aucb at the Central 
Drug Research, Lucknow, the Regional 
Research Laboratory, Hyderabad, mid 
the National Chemical Laboratory, 
Poona. The efforts in these laboratories 
have been supplemented by the R and D 
activities by companies, both in the 
public and private sectors, including the 
Hindustan Antibiotics Ltd. and the 
Indian Drugs and Pharmaceuticals Ltd. 
—both in the public sector—and the Ciba 
Research Centre, the Sarabhai Research 
Centre and the Hoechst Research Centre, 
all in the private sector. Many other 
pharmaceutical firms also undertook R 
and D work but the total expenditure on 
such activities was very small in relation 
to wbat was being incurred in some of 
the advanced countries. Even in a 
relatively small country such as 
Switzerland—not to speak of the USA, 
West Germany, Britain and France—the 
total annual expenditure on R and D 
activities in pharmaceuticals was SO times 
the entire expenditure in our country 
after taking into account the efforts in 
both the public and private sectors. 
Consequently, the realisation has dawned 
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The perils of marketing of diugs 
without studying their after-effects could 
} best be illustrated with reference to the 
" birth of what has popularly come to be 
known as thalidomide babies. In the 
sixties a pharmaceutical company in 
Europe marketed a tranquilizer which 
bad disastrous effect on pregnant mothers 
because the babies born had no arms or 
legs. The marketing company in the 
U K had categorically stated that the 
tranquilizer could “be given with 
^complete safety to pregnant women apd 

* •--» mothers without adverse effect 
deveIopme Hr chHd „ But wben thc truth 

_ ^ 4 . *e suppressed, the company 
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Thc Finance Member announced in his 
budget speech that it has been decided that the 
Financial Settlement which governs the alloca¬ 
tion of defence expenditure between Britain and 
India will remain in force until the first of April, 
1947. Obviously some explanation has to be 
offered for extending into one fall peace year 
an agreement which was intended only for the 
duration of the war. Shortly after the conclu¬ 
sion of hostilities with Japan, HMO, it appears, 
asked the government of India to consider the 
question of terminating the settlement on 31st 
March 1946, hot it was the government of India 


which pressed for its continuance for yet another 
year, “1 want to emphasize that h was Whitehall 
and not Delhi that wanted to drop the Financial 
Settlement/* declares Sir Archibald Rowslands as 
if the extension is a hard won advantage to 
India or as if because it was at his initiative, 
therefore, it is necessarily right. On the actual 
manner of allocating defence expenditure between 
Britain and India, opinion has been very firmly 
held in this country that settlement had borne 
rather harshly on a poor country like India, 
whereas propaganda in Britain has been very 
active to say that India has been let offfijtftiy. 
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to this odvirtry th&t much more ttit&k to 
be dbdeia this field. 

It was in 1971 that Hoechst Pharma¬ 
ceutical Ltd.—an Indian company which 
is not a foreign majority company—set 
up its research centre in Bombay. 
Besides being an advanced centre for 
pharmaceutical research, it also under¬ 
took basic research in this sophisticated 
field. The company had so far invested 
no less than Rs 5.5 crores while the 
German technical collaborators had 
rendered valuable assistance by donating 
equipment valued at Rs 25 lakhs. The 
centre is manned by Indian scientists 
whose achievements during the brief 
period have in no way been mean. In 
addition to the publication of a few 
outstanding research papers in medical 
journals, the research work has led to 
nine patents in the field of drugs. The 
main guidelines at the centre are : 
(a) screening of soil and marine samples 
collected from different geographical 
regions of India for the isolation of 
micro-organisms producing either new 
antibiotics or known antibiotics with 
better yields; (b) investigation of Indian 
medicinal plants to find therapeutically 
active substances. Efforts are made to 
isolate these active substances in a pure 
form to determine their structure and 
eventually to undertake their synthesis. 
Thus, the research effort at the centre is 
designed to investigate some of the indi¬ 
genous medicinal plants so as to study 
their healing traits and make them 
available to the whole world for curing 
illnesses of various kinds. 

For instance, from a sand sample 
collected from a beach in India, a culture 
producing Neomycin B had been isolated 
at the centre. Work had been taken up 
to develop this strain for industrial 
production of the antibiotic whose 
present requirements ip our country were 
being met through imports. Surely, the 
research at the centre would ultimately 
be used to undertake large-scale produc¬ 
tion of Neomycin which would result in 
saving valuable foreign exchange for the 
country. 

According to Prof. B. K.'fthattacharya, 
head of the Hoechst Research Centre, 
work in the centre started with only six 
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persons in 1970 whose number at present 
has risen to 97. No less than 18 of them 
have Ph. D degrees to their credit. So 
far about 600 plants had been investiga¬ 
ted. One of them Stepharitd glabra has 
shown interesting properties in lowering 
blood pressure. Stepharine, an alkaloid 
from the above-mentioned plant, has 
shown immense possibilities as an effec¬ 
tive drug for high blood pressure cases 
and that is why work on its further 
development is currently going on at the 
centre. 

The centre has also set up its animal 
house which is absolutely necessary for 
research in this field. In 1975, it produ¬ 
ced 70,000 animals' for use in the 
laboratory to test new drugs. In addition 
to meeting its own needs of these animals 
the centre has provided them for research 
in other research institutes. In particular, 
the Beagle dogs imported from Germany 
were supplied to other research Centres 
for conducting toxicological studies. 


While the research centre has received 
considerable assistance from the Hoechsf 
AG—the German company—it is acting 
independently and is not an adjunct oj 
the foreign company. It is neithej 
supported financially by the Germaq 
company nor has the foreign company 
any claim on its discoveries or research 
work. Since research is a costly business 
the German company which has set ujj 
similar research centres in other countries; 
does assign special field to each nationa 
laboratory but its policy is that “nationa 
scientists should be Working in thesi 
various laboratories having close contact 
with and taking advantage of the facilij/' 
ties and know-how available at HoechS 1 
AG'*. It is indeed heartening to knovj 
that the research team at the Hoechs 
centre has done exceedingly good job 
the past four years. In the words of Drj 
Gareis, the ‘’research unit with its scien 
lists has reached .an international 
standard", and it is something of whid 
this country can rightly feel proud of. 
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Surplus state budgets 


The eastern states —Orissa and 
Assam—came out with surplus budgets 
for 1976-77, though Orissa had to levy 
fresh taxes to avoid a deficit. New 
imposts in Orissa will fetch Rs 3.23 
erores to throw up an overall surplus of 
Rs 15 lakhs while the Assam budget 
took credit of the opening balance of 
Rs 4.7 erores to close with a surplus of 
Rs 19.70 lakhs. 

The Orissa budget disclosed a surplus 
ofRs 2.52 erores on revenue account, 
Hie revenue receipts and expenditure 
being Rs 311.35 erores and Rs 308.83 
scores respectively. There was a rise in 
revenue over the revised estimated for 
1975-76 of Rs 282.83 erores, primarily 
mcause of increased receipts from the 
centre. For 1976-77 the expenditure on 
sapital account has also been raised, 
urning the overall accounts for the year 
nto a net deficit, which, however, has 
ieen converted into a surplus of Rs 15 
akhs after mobilising Rs 3.23 erores 
through fresh taxation measures. 

New tax measures include raising the 
jeneral sales tax rate from five per cent 
o six per cent with effect from April 1, 
text, which is estimated to yield Rs two 
voces and the imposition of a cess on 
nining royalty to fetch a crore of 
’Upees. The other two tax proposals 
ire : a show tax on owners of cinema 
louses to yield Rs 13 lakhs and raising 
he minimum rate of entertainment tax 
rom 25 per cent to 30 per cent to yield 
Rs 10 lakhs. The stale's own tax and 
ion-tax revenues, including additional 
esources mobilisation, would for the 
irst time cross the Rs 100-crore mark in 
976-77. One of the factors contribut- 
ng to this improvement has been im¬ 
proved efficiency in the collection of 
iurrent and arrear dues. The state 
Public sector undertakings have also 
teen impressed upon to manage their 
Inventories more carefully which is likely 
o have a healthy impact on their balance 
beets. 


Revenue receipts of the Assam budget for 
1976-77 are estimated at Rs 187.55 erores 
and the expenditure at Rsl89.56 erores,but 
shows an overall deficit of Rs 3.87 erores. 
The state chief minister, Mr S. C. Sinha, 
who also holds the finance portfolio, 
decided not to impose any additional 
taxation. There has been an improve¬ 
ment of the order of Rs 14.73 erores in 
the revised revenue receipts for the cur¬ 
rent year, which has been estimated at 
Rs 282.83 erores against Rs 268.10 erores 
in the original budget. The improve¬ 
ment is attributed to increased shares of 
income tax, receipts from sales tax, stamp 
duties and non-tax revenues. The revised 
estimate of the over-all deficit has, 
however, doubled to Rs 16.91 erores, 
due to increased expenditure on educa¬ 
tion, police and economic services. 

Mr Sinha pointed out that the debt 
burden of the state has been rising and 
has become substantial now. The debt 
burden is estimated to touch Rs 528.04 
erores by the end of the current financial 
year as against Rs 2.79 erores in 1950-51. 
He added that as against an amount of 
Rs 1.12 erores paid by way of payment 
of principal in 1950-51, the state has to 
pay Rs 19.53 erores by way of repayment 
of principal and Rs 25.30 erores by way 
of interest this year. 

There has been an upgrading of econo¬ 
mic activity in both the states which is 
reflected in their annual plans. Orissa's 
annual Plan for 1976-77 has been ap¬ 
proved at the level of Rs 124.67 erores 
out of which the resources available to 
the state are estimated at Rs 81.09 erores. 
The state government has undertaken 
to improve the financial position through 
additional mobilisation of resources. A 
sum of Rs 41.81 erores is to be raised 
through various measures such as addi¬ 
tional market borrowings (Rs 1.27 erores) 
additional central assistance (Rs 3.27 
erores) and the state's share in income 
tax under the voluntary disclosures 
scheme. Expenditure for irrigation pro- 

in¬ 


jects and flood control measures under 
the plan will involve Rs 21.76 erores and 
that for minor irrigation Rs 6 erores. 
For power projects and transmission 
lines Rs 5.33 erores have been provided. 
Agriculture gets Rs 4.80 erores and 
industries Rs 1.83 erores. 

The Assam Plan for 1976-77 has been 
placed at Rs 72.66 erores. Resources 
available to the state have been estimated 
at Rs 63.18 erores (including central 
assistance of Rs 40.04 erores). The 
gap of Rs 9.48 erores is to be covered 
through additional market borrowings 
(Rs 1.13 erores) and additional central 
assistance (Rs 4 erores). As in the case of 
other states, Assam also hopes to re¬ 
ceive a substantial sum as its share of 
income tax under the voluntary dis¬ 

closures scheme. The Plan outlay for 
power projects, including transmission 
lines has been estimated at Ra 17.20 
erores. For irrigation projects, flood 

control and minor irrigation the pro¬ 

visions are Rs 5.65 erores, Rs 2.96 erores 
and Rs 5.30 erores respectively. Agri¬ 
culture (including land reforms) and 

industries are estimated to involve an 
outlay of five crore rupees each. 

There is substantial evidence from the 
pattern of expenditure of these states that 
earnest efforts are being made to im¬ 
plement the 20-point programme. In 
Assam, for instance, the government has 
already distributed about 200,000 bighas 
of land among over 54,000 landless 
families out of the ceiling surplus land 
by the end of January this year. As 
many as 7,251 families of whom 1,985 
belonged to the scheduled castes and 1,082 
to scheduled tribes, had been given house 
sites till January this year. Steps ate 
also being taken to meet, as far as 
possible, the credit requirements of the 
people in the rural areas, particularly the 
weaker sections. A special development 
programme has been drawn up for hill 
areas too. In Orissa earnest efforts are 
being made to lay the foundation of a 
more egalitarian society, through increas¬ 
ed economic opportunities for those sec¬ 
tions of our society which so far remained 
economically backward and socially 
poor. The rehabilitation of landless 
labour and development of backward 
areas has been accelerated. 
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Capital s Corridors 

Breakthrough in non-ferrous metals • 
Crude oil requirements • Plan allocations 
for 20-point programme 


A fortnight, ago, it was indicated in 
this column that the output of aluminium 
in the country, which is currently at an 
annual rate of 220,000 tonnes, may grow 
to about 250,000 tonnes by the middle of 
July. A similar breakthrough is expected 
in the production of two other non- 
ferrous metals—zinc and copper—in the 
next 12 months. 

The capacity to manufacture zinc is 
likely to go up by the end of the current 
calendar year to as much as 95,000 
tonnes from the present level of 38,000 
tonnes. The Debari smelter of Hindustan 
Zinc Limited—a public sector undertak¬ 
ing—is expected to expand from its 
current capacity of 18,000 tonnes to 
45,000 tonnes by July. Another project 
of this undertaking, which is under 
construction at Visakhapatnam, when 
completed towards the end of December, 
will add another 30,000 tonnes capacity. 

marginal imports 

Of the 95,000 tonnes capacity avail¬ 
able by the end of the current calendar 
year, 45,000 tonnes at Debari will be 
based on indigenous ore. The remaining 
50,000 tonnes capacity will be producing 
metal from imported zinc concentrates. 
Currently, 20,000 tonnes capacity is based 
on imported concentrates—at Alwaye, 
in Kerala, in the private sector smelter 
of Cominco Binani. The Visakhapatnam 
project of Hindustan Zinc will be the 
other unit based on imported concent¬ 
rates. When in full production, the 
95,000 tonnes capacity will yield enough 
zinc for meeting the country's require¬ 
ment. Imports then may be just 
marginal. 

So far as copper is concerned, Hindu¬ 
stan Copper Limited—another public 
sector undertaking—is expected to make 
a start for developing the Malanjkhand 
open cast copper mine and the setting up 
of a concentrator in the tribal district of 
Balagbat, in Madhya Pradesh, during the 
next financial year. The detailed project 
reports, both for the development of the 
mine and the setting up. of the concen¬ 


trator have already been received. A 
substantial allocation is proposed to be 
made in the next year's central budget 
for the execution of this 23,000 tonnes 
copper metal project currently estimated 
to cost about Rs. 100 crores. 

Hindustan Copper has already com¬ 
missioned recently the phase I of the 
mine and concentrator at Rakha, in the 
Ohatsila complex of Bihar. It has also 
commissioned the Chandmari open mine 
in the Khetri complex. 

Although the Malanjkhand project 
will take three or four years to be com¬ 
pleted, the output of copper can be ex¬ 
pected to go up next year quite signi¬ 
ficantly with better utilisation of the 
current nearly 55,000 tonnes capacity. 
Production has picked up considerably 
this year also—by about 49 per cent in 
the case of blister copper (over the last 
year) and 63 per cent in the case of wire 
rods. Last year, copper metal output 
was around 14,000 tonnes. 

With the commissioning this year 
by Hindustan Copper of the lead mine 
and concentrator at Agnigundala, in 
the the Guntur district of Andhra 
Pradesh, the output of this metal too 
should show some improvement next 
year. The lead smelter at Tundoo in 
Bihar is being expanded from 3,600 to 
8,000 tonnes of metal per annum. The 
expansion programme is anticipated to 
be completed in the next few months. 

* • 

The latest assessment of our crude 
oil requirements during the current 
calendar year reveals that if wc are able 
to produce from indigenous sources 
about nine million tonnes, we will have 
to import nearly 14 million tonnes from 
abroad. The raising of indigenous pro¬ 
duction to 9 million tonnes assumes 
that production from on-land resources 
will have to be raised to at least 8.5 
million tonnes-about 750,000 tonnes 
more than during 1975. The remainder 
half million tonnes of crude oil are 
expected to be produced from the off¬ 


shore Bombay High area where potentia 
to yield two million tonnes per annual 
is anticipated to be established by the 
end of the current year. With Oil Iitii® 
producing slightly over three millionj 
tonnes from its Assam oilfields, the 
ONGC will be required to * produce) 
from its two on-land resources in Assam! 
and Gujarat slightly over five millioqj 
tonnes. Some small production will be 
available from the Digboi oilfield too. ; 


The indigenous production caters for 
the requirements of four refineries—al . 
Digboi, Noonmati, Barauni and KoyaliJ 
the later three in the public sector. Thd 
production of refined products from these 
refineries, therefore, can be expeeted tol/ 
be maintained, if not slightly improved^ 
during the current calendar year. 


The crude oil requirements of thd 
other five refineries are understood to 
have been more or less tied up during 
the recent days. The Madras refinery'? 
requirements of 2.8 million tonnes arch 
ensured under the long-tecm arrange¬ 
ment with one of its collaborators! 
namely the National Iranian Oil Comj 
pany. The needs of Hindustan Petroj 
leum's refinery at Tromb&y to the extent 
of 2.75 million tonnes, similarly, are 
ensured from EXXON under the agree¬ 
ment signed in March, 1974, through 
which the marketing and refining opera¬ 
tions of this refinery were acquired by 
the government of India from ESSO! 
Caltex will also receive from its principal! 
Saudi Arabian crude for processing ai 
its Visakhapatnam refinery. To meet 
the requirements of the Tromb&y refinery 
of Bharat Refineries and the Cochin re* 
finery, two agreements have been signed 
recently—one with the Abu Dhabi Natio* 
nal Oil Company for the supply of one 
million tonnes of crude and another with 
Saudi Arabia for the import of 1.1 million 
tonnes of light Arabian crude. The 
Bharat Refineries' Tromb&y unit will 
also be processing the crude oil available 
from Bombay High and Rustom crude 
from the Iranian concessions in which 
the ONGC is a partner. But some morq 
quantities of crude oil—two to three 
million tonnes—will still have to be im¬ 
ported for the Cochin refinery and 
Bharat Refineries' Trombay unit. Nego¬ 
tiations for filling this gap are at an 
advanced stage. Some quantities may 
be available from Iran and Kuwait. 
There are also said to be some offers from 
Nigeria and Libya. 


Outlays of Rs 2133.32 crores in the. 
next financial year’s plans of the states 
and Rs 27.56 crores in those of union 
territories have been appioved by the 
Planning Commission in respect of 
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:be 20-point economic programme laun¬ 
ched in July last. The biggest alloca- 
ions have been made for power—aggre¬ 
gating to Rs 1265.97 crores in the case 
>f the states and Rs 18.87 crores in 
lie case of union territories. The next 
argest allocations are for irrigation—Rs 
>06.56 crores for major and medium 
vorks and Rs 145.51 crores for minor 
works in respect of states and Rs 3.36 
crores and Rs 1.67 crores, respectively, 
n regard to union territories. 

The following are the details of the 
illocations (Rs crores) for the various 
programmes in the state Plans : 

Land Reforms : Andhra Pradesh 0.34; 
tssam Q.80; Bihar 3.40; Gujarat 0*63; 
Haryana 0.12; Himachal Pradesh 0.38; 
Tammu and Kashmir 0.55; Karnataka 
1.00; Kerala 10.10; Madhya Pradesh 
(.66; Maharashtra 0.18; Manipur 0.07; 
Meghalaya 0.08; Nagaland 0.20; Orissa 
LOO; Punjab Nil; Rajasthan 0.08; Sikkim 
).4S Tamil Nadu not yet available; 
Tripura 0.22; Uttar Pradesh 7.50 and 
Vest Bengal 4.81; total 36.57 

Minor Irrigation! Andhra Pradesh 
1.20; Assam 5.30; Bihar 1.80; Gujarat 
LAO; Haryana 0.78; Himachal Pradesh 
.62; Jammu and Kashmir 3.45; Karna- 
aka 7.30: Kerala 3.15; Madhya Pradesh 
6.50; Maharashtra 19.81; Manipur 0.60; 
Meghalaya 050; Nagaland 0.40; Orissa 
>.00; Punjab 5.03; Rajasthan 2.11; 
Sikkim 0.20; Tamil Nadu 8.11; Tripura 
1.45; Uttar Pradesh 21.10; West Bengal 
3.50; Total 145.51. 

Maior & Medium Irrigation: Andhra 
?radesh 67.70; Assam 5.65; Bihar 48.00; 
Sujarat 46.63; Haryana 29.60; Hima¬ 
chal Pradesh 0-43; Jammu and Kashmir 
f .14; Karnataka 32.00; Kerala 18.35; 
Madhya Pradesh 50.10; Maharashtra 
{6.93; Manipur 3.45: Meghalaya 0.0 2; 
Nagaland nil; Orissa 19.50; Punjab 14.90; 
Rajasthan 47.22; Sikkim 0.50; Tamil 
>Iadu 14.66; Tripura 0.04; Uttar Pradesh 
>8-65; West Bengal 15.09: Total 606.56 

Cooperation : Andhra Pradesh 4.15; 
\ssam 1.40; Bihar 2.32; Gujarat 4.15; 
Haryana 2.70; Himachal Pradesh 0.55; 
lammu and Kashmir 0.46; Karnataka 
’.73; Kerala 0.62; Madhya Pradesh 4.85; 
Maharashtra 4.74; Manipur 0.30; 
Meghalaya 0.28; Nagaland 0.27; Orissa 
1.39; Punjab 3.75; Rajasthan 0.93; Sikkim 
>.15; Tamil Nadu 2.23; Tripura 0.30; 
Jttar Pradesh 7.50; West Bengal 3.80; 
Total 5187. 

Power : Andhra Pradesh 106.18; 
Hssam 17.20; Bihar 70.20; Gujarat 70.00; 
Haryana 45.05; Himachal Pradesh 8.90; 
rammu and Kashmir 21.17; Karnataka 
'3.50; Kerala 22.10; Madhya Pradesh 


124.08; Maharashtra 138.13; Manipur 
0.90; Meghalaya 6.50; Nagaland 0.52; 
Orissa 55.33; Punjab 92.43; Rajasthan 
35.33; Sikkim 0.93; Tamil Nadu 65.18; 
Tripura 3.64; Uttar Pradesh 23040; 
West Befgal 72.65; Total 1265.97. 

Handloom Industry: Andhra Pradesh 
0.97; Assam 0.52; Bihar 0.70; Gujarat 
0.04; Haryana 0.38; Himachal Pradesh 
0.11; Jammu and Kashmir 0.18; Karna¬ 
taka 0.70; Kerala 0.60; Madhya Precjesb 
0.30; Maharashtra 0.71; Manipur 0.25; 
Meghalaya 0.08; Nagaland 0.01; Qjrissa 
0.1 2; Punjab 0.09; Rajasthan 0.07: 
Sikkim 0.01; Tamil Nadu 2.13; Tripura 
0.13; Uttar Pradesh 2.4 f; Welt Bengal 
0.65; Tqtal 11.16. 

House Sites for Landless Labourers : 
Andhra Pradesh 1.00; Assam 0.25; Bihar 
0.95; Gujarat 0.35; Haryana 0.11; 
Himachal Pradesh negligible; Jamm ft 
Kashmir 0.10; Karnataka 2.00; Kerala 
1.60; Madhya Pradesh 1.10; Maharashtra 
0.45; Manipur nil; Meghalaya nil; Naga¬ 
land nil; Orissa 0.35; Punjab 0.30; 
Rajasthan nil; Sikkim negligible; Tamil 
Nadu 0,45; Tripura 0.03; Uttar Pradesh 
1.00; West Bengal 0.75; total 10.79. 

Apprenticeship Schemes: Andhra 
Pradesh 0.03; Assam 0.02; Bihar 0.03; 
Gujarat 0.17; Haryana 0.01; Himachal 
Pradesh 0.09; Jammu and Kashmir 
0.03; Karnataka 0.40; Kerala 0.7: Madhya 
Pradesh 0-06; Maharashtra 0.73; 
Manipur 0 03; Meghalaya 0.03; Nagaland 
negligible Orissa 0.01; Punjab 0.36; 
Rajasthan 0.11; Sikkim nil; Tamil Nadu 
0.04; Tripura 0.3; West Bengal 0.05; 
total 2,34. 

Book Grants : Andhra Pradesh 0.06; 
Assam 0.13; Bihar 0.22; Gujarat 0.06; 
Haryana nil; Himachal Pradesh 0.07; 
Jammu and Kashmir negligible; Karna¬ 
taka 0.16; Kerala 0.23; Madhya Pradesh 
0.10: Maharashtra 0.01; Manipur 0.07; 
Meghalaya 0.04; Nagaland negligible; 
Orissa 0.01; Punjab 0.03; Rajasthan nil; 
Sikkim 0.04; Tamil Nadu 0.02; Tripura 
0.12; Uttar Pradesh 1.00; West Bengal 
0,18 total 2.55. 

Aggregate Allocations Andhra 
Pradesh 184.63; Assam 31.27; Bihar 
143.72; Gujarat 129.43; Haryana 78.75; 
Himachal Pradesh 12.15; Jammu and 
Kashmir 39.08; Karnataka 122.79; 
Kerala 56.82; Madhya Pradesh 198.75; 
Maharashtra 251.69; Manipur 5.67; 
Meghalaya 7.53; Nagaland 1,40; Orissa 
85.71; Punjab 116.89; Rajasthan 85.85; 
Sikkim 2.33; Tamil Nadu 93.12; Tripura 
4.98; Uttar Pradesh 369.30; West Bengal 
111.48; total 2133.32. 

The details of the allocations (Rs lakhs) 
in the plans of the union territories are 
as follows : 


Land Reforms: Andaman ft Nicobar 
Islands 1.00; Arun&cbai Pradesh 04 
^handtarh n& ©adri ft Nsgar Ha* 

10.00; JSpi Dp; 


>. 00 ; 

ondic 


w 


Minor Irrigation .* Andaman #; Nicobar 
Islands 2.00; Arunachal Pradesh 25.00; 
Chandigarh 3.00; Dadra ft Nagar Haveli 
11.00; Delhi 45.00; Goa, Daman ft Diu 
40.00; Lakshadweep Mizoram 20.00; 
Pondicherry 20.58; Total 166.58. 


Malor ft Medina Irrigation: Andaman 
ft Nicobar Islands nil; Arunchal Pradesh 
nil; Chandigarh nil; Dadra and Nagar 
Haveli 21.00; Delhi nil; Goa, Daman 
and Diu 305.00; Lakshadweep nil; 
Mizoram nil; Pondicherry 10.10; Total 
336.10. 


Cooperation : Andaman ft Nicobar 
Islands 8.50; Arunchal Pradesh 32.00; 
Chandigarh 0.75; Dadra ft Nagar Haveli 
1.25; Delhi 29.00; Goa, Daman ft Diu 
17.00; Lakshadweep 8.50; Mizoraml7.30; 
Pondicherry 7.26; total 121.56. 


Power : Andaman & Nicobar Islands 
26.50; Arunachal Pradesh 83.50; Chandi¬ 
garh 60.00; Dadra & Nagar Haveli 12.50; 
Delhi 1372.00; Goa, Daman ft Diu 
215.00; Lakshadweep 12.00; Mizoram 
48.00; Pondicherry 57.25; total 1886.75. 


Handloom Industry : Andaman & 
Nicobar Islands nil; Arunachal Pradesh 
3.70; Chandigarh nil; Dadra & Nagar 
Haveli nil; Delhi 10.75; Goa, Daman ft 
Diu 0.15; Lakshadweep nil; Mizoram 
18.70; Pondicherry 57.25; total 38.30. 


House-Sites for Landless Labourers : 
Andaman & Nicobar Islands nil; 

Arunachal Pradesh 10.00; Chandigarh 
nil; Dadra & Nagar Haveli nil; Delhi 
8.00; Goa, Daman & Diu 5.00; Laksha¬ 
dweep nil; Mizoram nil; Pondicherry 
10.00; total 33.00. 


Apprenticeship Schemes : Andaman ft 
Nicobar Islands nil; Arunchal Pradesh 
3.00; Chandigarh 0.25; Dadra ft Nagar 
Haveli nil; Delhi 50.00; Goa, Daman and 
Diu 1.00; Lakshadweep nil; Mizoram 
0.40; Pondicherry 1.65; total 56.30. 


Book Grants : Andaman ft Nicobar 
Islands nil; Arunachal Pradesh nil; 
Chandigarh nil; Dadra ft Nagar Haveli 
nil; Delhi 42.00; Goa, Daman ft Diu 
3.00; Lakshadweep nil; Mizoram 1'95; 
Pondicherry 1.90; Total 48.85. 


Aggregate Allocations; Andaman ft 
Nicobar 38.00; Arunachal Pradesh 137.75; 
Chandigarh 64.00; Dadra ft Nagar 
Haveli 55.75; Delhi 1556.75; Goa, Daman 
ft Diu 636.15; Lakshadweep 20.50; 
Mizoram 106.37; Pondicherry 120.86; 
Total 2756.33. 
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A. B. Das Gupta 


Growth of technology in 

petroleum exploration 


Although systematic digging of wells, 
production of crude oil and its u^e has 
bqen in existence in a few countries like 
Burins for centuries, the birth of the 
modem oil industry is generally regarded 
to date back to the drilling of the Drake 
well in the USA in 1859. 

Initially, exploration for oil consis¬ 
ted of either digging wells or drilling bore 
holes close to surface seepages of oil. 
Within two years of the drilling of the 
Drake well (i.e. in 1861), Andrews had 
noticed that many of the successful wells 
were aligned along the summit of anticli¬ 
nal structures. Initially, the operators 
paid little attention to this observation, 
engrossed as they were with various other 
techniques like the divining rod, 'drop of 
a hat*, looking for seepages, etc. The 
anticlinal theory had thus to be revived 
again by I. C. White in 188S, and the 
Mannington oilfield (USA) discovered in 
1889, before it really took firm root 
There was thus a lapse of nearly 28 years 
between the propounding of this major 
geological concept on where to look for 
oil and its first successful practical appli¬ 
cation. 

another concept 

Another concept which later became 
an integral part of petroleum geology 
relates to the role of gravity in the forma¬ 
tion of such accumulations. First pro¬ 
pounded by Stcrry Hunt as far back as 
1863, this concept again took some years 
to get integrated with other rational ideas 
on where to look for oil, 


In India, the search for oil followed 
the standard route. A number of see¬ 
pages were first noticed in north-eastern 
India. Encouraged by their presence, 
and commencing as far back as 1866, a 
number of wells were drilled dose to 
seme Of these seepages. The first real 
success came in 1889 with the discovery of 
dll in Digboi. Although the structure is 
anticlinal, the production was obtained 
from the outcropping Nahor oilsand 
(T^ams) by drilling close to a seepage. 




X'Wommm 


This la the tent of the Sir 
Thomas Holland Memorial 
Lecture delivered at the Min¬ 
ing, Metallurgical and Geolo¬ 
gical Institute of Indie on 
Febuary 14,1871. 

Because of erosion there was no protect¬ 
ing cap rock left, but paraffination of the 
near surface zone of the sand provided 
the requisite blockage for holding the oil 
(or what was left of it) in the formation. 
A similiar discovery was made later in 
1901 near Badarpur in the Surma Valley. 

None of the organisations which made 
that discoveries had any specific know- 
ledge concerning how to find and develop 
petroleum resources. They naturally 
found it difficult to make any commercial 
success of these finds. Eventually, the 
Burmah Oil Co., an organisation with 
established petroleum activities, came 
onto the scene and altered the picture 
after taking over the Badarpur oilfield in 
1915 and the Digboi oilfield in 1921. 
Under their care the production rose in 
Badarpur from virtually nothing to nearly 
1000 bpd by 1920. It declined thereafter, 
initially sharply to 300 bpd in 1921 and 
more slowly to 131 bpd in 1931. The 
Badarpur oilfield was abandoned in 
March 1933 after producing a total of 
1.864 million barrels (Imperial) of a 
heavy crude with API Gravities ranging 
from 14° to 24° (SG 0.91—0.97). A total 
of 60 wells were drilled in that area. 

Digboi field 

From Badarpur, a young geologist of 
the Burmah Oil Co., named Percy Evans, 
investigated the Digboi area where the 
operating company was finding it difficult 
to maintain production at the minimum 
break-even level of about 300 bpd. Evans 
produced several thick volumes of an 
amazing report—amazing because the 
rqport included not only sound geology 
and economics, but also many concepts 
bordering on a field of knowledge which 
has later come to be known as 'Reservoir 
Engineering*. On the basis of this report. 


the Burmah Oil Co. took over the manage* 
ment of the Assam Oil Co. in 1921 and 
eventually all its shares as well. Addi¬ 
tional funds and equipment were brought 
in and the company was given a totally 
new geological orientation. Thereafter, 
the production continued to rise rapidly 
and eventually settled in the region of 
5000 bpd. 

Possibly the most important scientific 
and technological inputt contributed by 
the Burma Oil Co. were in the fields of 
petroleum geology (including the anti¬ 
clinal theory), early ideas on what has 
come to be known as reservoir engineer¬ 
ing, and the technology of drilling and 
producing wells considered deep by the 
standards of those days. 

reliable guide 

The Digboi anticline was mapped in 
detail. Methods were evolved enabling 
preparation of cross-sections which gave 
a more reliable guide on the configura¬ 
tion of rock layers to be expected below. 
A large number of such cross-sectiena 
were integrated to produce stratum con¬ 
tour and isopach maps. Both volumetric 
methods and production decline methods 
were used to assess the quantity of oil 
available to be produced. Steps were 
taken to find out the minimum spacing 
required between wells to ensure ade¬ 
quate drainage of sands without exces¬ 
sive interference. Wells were drilled 
with the objectives of testing lower and 
lower sands and helped eventually to 
establish production in some 24 sands 
extending over a vertical range of over 
6000 ft. 

In working out the detailed geology 
of the Digboi field and in preparing 
sand maps of the area, the company 
initially depended on drill cuttings and 
conventional cores for sub-surface in¬ 
formation. In 1929. Conrad and Marcel 
Schlumberger devised a method in, 
France for logging the depthwise Vari¬ 
ation of electrical properties of rocks 
exposed to well bores. When inter- 
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: preted properly these logs appeared to 
: give a good idea of the nature and 
sequence of the rock layers penetrated 
; by the wells. By 1933, that is within four 
: years of the demonstration of this con¬ 
cept, and long before any widespread 
worldwide acceptance of this technique, 

: the Burmah Oil Co. arranged for the 
; establishment of a well logging base in 
; Digboi. This base has continued in 
: Assam ever since and has been kept 
updated periodically with the latest in 
logging tools and equipment required 
for a better understanding of the nature 
iof the succession penetrated and their 
; fluid contents. Apart from giving a 
clear idea of the lithological succession, 
a suitable combination of modern well 
‘logs can now provide information on 
the dip of the strata, its depositional 
J environment, porosity and fluid contents. 

! In the course of carrying out its 
j detailed geological work, application of 
2 new tools for gathering geological infor- 
jmation etc., the Burmah Oil Co., soon 
t found out that all the oil accumulations 
in Digboi were not concentrated in the 
summit area of the structure. Some of 
I the sands were found to have a number 
(Of isolated crestal oil accumulations 
when traced eastwards from the summit 
along the pitch. Some of these accumu¬ 
lations were related to local arrestments 
<of pitch; some others to the presence of 
jininor reverse faults. By the time we 
{appeared on the scene, it looked fairly 
iclear that, iu many cases, accumula¬ 
tions on arrestments of pitch, and a 
variety of other features, represented pri¬ 
marily a transient phenomenon. Oil 
moving up pitch is slowed down at the 
.points of arrestment of pitch producing, 
; as it were, zones of bottlenecks where 
faccumulations tend to form. Given 
^adequate geological time, one would 
{expect these accumulations to move 
tup-pitch and either merge or leak away 
fvia the summit area depending upon 

* whether the sand is buried, sealed (by 
{deposition of asphalt/paraffin), or ex¬ 
posed there. 

j 

transition zone 

! 

I A number of cases also came to be 

* found where the transition zone between 
Nthe oil and the water seemed to drag 
{along the pitch much further than their 
jnormal vertical extent below the oil 
ipool proper would have warranted. This 
jagain strongly suggested a transient 
phenomenon in which accumulation up 
the anticlinal flanks have been nearly 
^completed but not so the accumulation 
[up the pilch. The gravitational force 
rbehind the upward movement of oil in a 
'stratified system is related to the sine of 
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the atfpe of dip. Since the flank dips 
arc mdeh stronger than the pitch, it is 
obviotit that up-dip movements would 
be mu|h faster then the up-pitch move* 
ment, creating again a condition suitable 
for the formation of transient accumula¬ 
tions. 

In the case of the minor reverse faults 
the evidence clearly demonstrated their 
capability of holding oil and gas accumu¬ 
lations even when the rocks on either 
side belonged to the same basic sand 
body. Later, it was seen that these 
accumulations could be depleted by 
increasing the pressure differential across 
the fault barrier. It thus became clear 
that the capacity of such faults (or 
rather of the zones of reduced permea¬ 
bility associated with them) to hold gas 
accumulations were limited by the degree 
of pressure differentials across them. 

important lessons 

A number of important lessons were 
learnt. First, oil accumulations in an 
anticline need not all be confined to its 
summit area. Second, oil pools can 
occur down the structure, either at 
arrestments of pitch (or dip) or against 
faults, even where there are new accumu¬ 
lations in the summit area. Third, in 
looking for oil one should not be totally 
obsessed with equilibrium conditions. 
Oil accumulations take place over a 
prolonged period of time, and it would 
be a miracle to expect that the final stage 
of equilibrium has been reached in all 
cases. Accumulations under transient 
conditions are therefore possible and do 
occur in nature, and this class could be 
quite important in regions of young 
tectonics where earth movements could 
be said to be going on even today. 

Fourth, it was learnt that it is not 
necessary to have a totally non-porous 
obstruction to hold an accumulation. 
When a droplet of oil tries to move 
through a capillary construction between 
sand grains, which is narrower than its 
diameter, it has to be deformed before 
it will pass through. If the energy 
available to move the oil droplet forward 
is less than the force required to pro¬ 
duce this deformation, oil will be trapped 
and an accumulation will be formed. 
If at any stage later, the energy avail¬ 
ability increases, the oil and gas may 
be able to move again and pass through 
the constriction. Thus oil and gas 
accumulations will form so long as the 
force urging the oil or gas forward is 
less than the force required to overcome 
the capillary resistance to flow in its 
path. Also, the accumulation may tend 
to leak away later if the available force 
is increased by any means beyond the 



flaw resistance, c.g. by oyfr^psdltnr^liig 
the reservoir through 
and/ordepietlod "W 
other Side of ■ the battier 
duction. ,7 

Whilst much was thus being learo$ 
concerning oil accumulations and where 
to look for these in the micro-scale,' 
exploration on the macro-scale conti¬ 
nued to be primarily anticlinal summit 
oriented for many years. First to attract 
attention were the marginal anticlines 
of the Aosam-Arakan folded belt. In 
this zone, the anticlines were robust, 
more easily visible and relatively better 
preserved. The main problem related 
to the prediction of the position of the 
summit in the stratographic formation 
of interest and also that of the level of 
any major fault cut out at depth. Many 
wells were drilled, but failed to add any 
significant discoveries down to the 
depths investigated. Exceptions were 
the relatively gentle folds of the Surma 
Valley now in Bangladesh. 

In the Upper Assam Valley, the 
marginal folds were found to be part of 
a series of thrust slices, the composite 
outer trace of which was given the name 
of Naga Thrust. In many areas, the 
anticlinal crest itself was either not 
preserved or was cut off by the Naga 
Thrust, before the zones of interest 
could be reached. A deeper summit 
could be inferred in some areas, but its 
precise location could neither be pre¬ 
dicted with any assurance, nor were 
these accessible to the drill with techno¬ 
logy as it existed then. 

following the pattern 

It is a matter of interest that the early 
exploration for oil in most regions 
tended to follow this pattern; i.e. first 
phase near oilshows, next phase on or 
near the summit areas of the more ro¬ 
bust anticlinal structures. In effect this 
meant looking for oil primarily either 
in the marginal structures of folded 
mountain belts, or in the more easily 
‘visible* of the salt controlled structures. 
Attention to the relatively gentle folds 
of the platform regions became more 
serious possibly following the discovery 
of joint oilfields on or near the margin 
of the Arabian Platform in the 1930s 
[Bahrain in 1932, Damman (Saudi 
Arabia) in 1938, etc.]. 

In India, the shelf area in front of 
the Naga Hills folded belt received 
quite early attention and a major gra- 4 
vity high (Bordubi High) wa9 spotted in 
alluvial plain about 40 km to the west 
of Digboi around 1926. There was 
naturally a certain amount of specula-. 
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ttott mommm the nature of Ibis ‘high* 
It represented a buried 
anticline or merely a basement high* A 
•elsmSt reflection survey, carried out in 
1939, Indicated the presence of an anti¬ 
clinal feature, but located some 13 koi 
to the south-east of the culmination of 
the gravity high. 

The main problem was the depth to 
the zone of interest in this anticline. The 
compilation and study of oil indication 
data obtained from all over this region 
had led to the belief that the main oil 
expectations would be around the Surma/ 
Barail unconformity, possibly more so 
in the Upper Barails. The younger 
Tipam sands were considered as likely 
to be good reservoirs but any likelihood 
of oil occurrences in these was believed 
to depend a good deal on the existence 
of adequate communication channels 
with source rocks. 

As all estimates tended to indicate 
unlikelihood of meeting the Barails much 
above 3000 metres, and as drilling to 
this order of depth involved many 
problems with the state of technology 
as it was at that time, particularly in the 
event of high formation pressures 
being met (as in Masimpur), nothing 
could be done about testing this struc¬ 
ture then. The World War II soon 
intervened, followed by the country 
gaining its independence. The petroleum 
exploration and development rules had 
to be given a new look; and it was not 
till 1952 that the drilling of the Nahor- 
katiya Test Well could be commenced. 
The well found a number of oil sands 
in the Barails and was terminated at 
3571 metres after providing the main 
stratographic deductions accurate to a 
surprising degree. 

major event 

This was a major event Oil had been 
found in quantity in a new geotectonic 
region, and this discovery became the 
forerunner of a number of others through¬ 
out the Upper Assam Valley. Eventually, 
in conjunction with other discoveries 
made by both Oil India and Oil and 
Natural Gas Commission, it helped to 
raise the production of crude oil from 
this region from about 0.3 mtpa 
to well over 4.0 mtpa. There are ex¬ 
pectations that this would go up further 
to over 5.0 mtpa by 1978. 

When, years back, Nahorkatiya was 
selected for testing, it looked a simple 
gentle fold on the flank of a major 
gravity high. Taken in conjunction with 
its overall environment—a shelf area 
adjoining a folded mountain belt with 
many indications of oil—it appeared 
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almost a classical ease for oil finding. 
Oil was found but it soon became clear 
that, in detail, the structure was quite 
different from what had been initially 
surmised. 

A number of gentle fold forms were 
present, but the predominant feature 
was a large number of faults slicing the 
area into many fault blocks, each with 
its own individual oil and/or gas accu¬ 
mulations. Additionally, a majority of 
the Barail oil bearing sands turned out 
to be impersistent, making correlation 
and piecing together of the datailed 
geology a matter of some difficulty. 

Broadly speaking, the Barails were 
found to be made up of a lower sandy, 
an intermediate transition, and an upper 
coal-shale sequence. Oil was found 
primarily at the top of the lower sandy 
group and in lenticular sand bodies in 
the transition group and in the upper 
coal-shale sequence. It was soon found 
that thin coal and shale markers could 
be correlated on either side of the 
lenticular sands suggesting that the 
latter were channel fills in an otherwise 
extensive backwater swamp coal-shale 
formation. 

technique developed 

A technique was eventually developed 
with the help of which individual sand 
channels could be identified on electrical 
well logs. An intricate system of sand¬ 
stone reservoir complexes were mapped 
out in detail which cut across the 
Upper Barail coal shale sequence. 
Superimposition of stratum contour and 
reservoir configuration maps gave the 
best indication as to where to drill next 
in looking for extensions to oil pools. 

Whilst the detailed geological picture 
of the entire area was being worked out 
on the above fashion, it became impor¬ 
tant to obtain quickly a reasonable idea 
of the dimensions of the Nahorkatiya 
discovery. It had to be ascertained very 
early whether this discovery was merely 
enough to keep the Digboi refinery going 
longer or whether it was so large that it 
needed the creation of a completely new 
supporting structure of refineries and 
distribution systems. Because of the 
'fragmentary* nature of the oil accumu¬ 
lations discovered in each well, the 
standard geological techniques were 
unable to offer a speedy answer to this 
question. Recourse was therefore taken 
to certain aspects of the developing field 
of Reservoir Engineering. 

It had been noted that if any well was 
kept on steady production for some time 
and then allowed to rest, two things 
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happened. During the production phase,; 
the formation pressure at the bottom of { 
the well tended to drop with time. Con-i 
versely, on shutting down the well, this! 
pressure tended to rise again. It had 
been noted by the basic researchers on 
this subject in the international oil 
companies, that this pressure build-up 
relationship could often be represented 
by the following simplified form : 


Pw-P. + - 


q^B 
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At 
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= (Pi + AP) + 
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where: 


P w — Pressure inside the well-bore 
during build-up at any time 
M after shutting-in the well 
P, =- Initial Reservoir Pressure 

q = Production rate 

B -= Formation Volume Factor of 

the fluid produced 
k Reservoir permeability 

h Thickness of reservoir 

Ln Natural logarithm = Log to 

the base ‘e’ 

/ t ~ Time after Shutting-in of well 
t = Hypothetical producing life 
of the well at the time ol 
shutting-in 

— Cumulat iv e Producti on_ Q 

** ~ Stabilising Production rate ~ q 
~ Viscosity of the reservoir fluid 
P f -= Flowing pressure of the well 
f P = Pressure Differential between 
Initial Reservoir Pressure {P\} 
and Flowing Pressure of the ^ 
well (Pf) at the time of shut- • 
ting-in. 


It had also been found that the 9 
pressure data could reflect the reservoil 
dimension and some specific aspects ol * 
its geometry as well. Unfortunately 
deciphering of the precise geometry fron 
such information involved very complei 
and laborious methematical steps and 
only a few specific solutions had been 
published in the literature till then. 


Whilst studying this particular aspect ] 
of pressure build-up data, 1 was struck f 
by the resemblance in form between the t 
above simplified pressure build-up cqua< i 
lion, which describes rise in a well bore’i | 
bottom hole pressure with time, and th< [ 
equation describing the pressure profile 
around a well bore as represented by the 
following relationship derived from 
d’Arcy's equation : 


P-P, + 


3/t? 
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Ln (r/r w ) 


where P is pressure at any point, ‘r 
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Ofl and natural gjs fhaprtma 
nouiihKi of industry^JIs totnwi ef 
energy and fuel for power, transport. 

process, metallurgical and several, 
other priority industries; as feed-stock 
for fertiliser, chemiohl, plastic and 
textile industries—industries upon whose 
progress depends India’s economic 
advancement. And, with world pil prices 
becoming prohibitive. ONGC has taken up 

the challenge*** > 

Our ceaseless quest... ] 
In its ceaseless quest for oil ONGCs 
emphasis has always been on self- 
sufficiency. In every aspect of oil 
exploration, drilling and production- 
including equipment, expertise and 
personnel. Till tne end of 1975, ONGC 
had recovered 39 67 million tonnes of 
crude oil and condensate, and 3750 
million cubic metres of gas. 


Striking it iteh-offehote... 

g oes oil strike at Bombay IWi tfffl 
India to establish a p rod u ction 
potential of 10 million tontiea per year fa 
about four years...an exciting prospect; 
Indeed! This also opens up new 
opportunities for developing indigenous 
capabilities and for preparing young 
engineers for the new challenges ahead. 
ONGC: at home abroad 
ONGC has been exploring for oil in the 
Persian Gulf earning India over 500,000 
tonnes of crude oil every year. It is now 
drilling in the deserts of Iraq, under a 
service contract with the Iraq National Oil 
Co. That isn't all. ONGC is even 
exporting its expertise: it has won a 
contract for carrying out seismic surveys 
In Southern Iraq and will soon be drilling 
for gas—on the tropical island of 
Songo-Songo—for Tanzania. 

< All these efforts are goingto oil the 
wheels of India's progress. The roads you 
walk on, the vehicle you drive, the 
clothes you wear, the food you eat..-they 
are all linked with oil. As you can see, 
ONGC is closer to you than you'd 
Imagine—forming an integral part of your 
We. 

Oil & Natural Gas Commission 
Dehra Dun 

OBfkww _ 

-the nation stows 


Presenting 
the complete food 
for ell-round 
growth 
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Attdtoe away from the well bote, and 
it h|he ftdtos of the well bote. Rest of 
the ifetttieas have the tame meaning m 
In thd earlier equation. The ^resemblance 
la so Strong that it struck me that in effect 
the pressure build up in any well, in 

relation to the time function Ln t-Axt 

t+At 

would be very similar in form to the 
pressure distribution around the well 
bore in the reservoir in relation to the 
radial distance function Ln (r/r w ) under 
steady state flow conditions. Since it is 
easy to visualise the latter, this analogy 
placed immediately in our hands a new 
tool for assessing the geometry of the 
reservoir penetrated by any well. 

These, in conjunction with the dimen¬ 
sional characteristics which can be 
inferred from pressure build-up relations, 
and the seismic structure contour maps, 
made a far more rapid and reliable 
appraisal possible about the amount of 
oil discovered, than would have been 
feasible from traditional geological tech¬ 
niques alone. As an example, one could 
mention the case of the Nahorkatiya 
Main Area, where within three years of 
the discovery, we were able to reach a 
conclusion as to the extent of the oil 
found which, conventional methods 
using progressively accumulating data 
took nearly 15 more years to fully 
corroborate. 

the perspective 

Up to now 1 have talked of the great 
diversity of conditions which we found 
controlled the trapping of oil in Assam, 
and on how we moved out from our 
initial exploration in the marginal folds 
of the Assam-Arakan mountain belt and 
struck oil in the shelf area to its front 
in Nahorkatiya. 1 have also given some 
indications of the complexities of the 
individual accumulations. It is perhaps 
appropriate that i should now say 
something about what we did to find 
new oil bearing areas in this region and 
what we are still doing in this direction. 

Initial discovery in the shelf region 
(Nahorkatiya) was in the Earails. With 
Channel sands, local structural undula¬ 
tions and innumerably faults we had a 
combination which could produce vir¬ 
tually myriads of accumulation points, 
and we needed some guidelines with 
which to focus our attention to the most 
likely of these. During the initial inves¬ 
tigations it was found that if one were 
tp neglect the innumerable faults and 
construct a trend surface, enveloping 
tbe top of the Barails, one could arrive 
ata generalised Barai) High about 10-15 
Kin td the WNW of the discovery well 
ft wpt initially, hoped that, with oil 


having been found in Nahorkatiya, as 
it were, well down the flank of this High, 
a lot more oil would be found in the 
region of the High itself. This was un¬ 
fortunately not so and most of the step- 
out wells in this region proved to be dry. 
There was thus no straight-forward 
relation in this area between the Barail 
oil accumulations and the apparent 
regional Barail High. 

shallow depths 

Quite early during our exploration in 
the Nahorkatia area, I had noticed that 
the regional Barail High (i.e. the area 
where the Barails were expected at the 
shallowest depth) did not have any 
anticlinal form. The structural elevation 
of this area was primarily fault con¬ 
trolled. If one took note of the direc¬ 
tion of dip alone, one could recognise 
some distance to the south-east of the 
above regional Barail high, an area with 
a regional anticlinal form which beds 
sloped away in all directions. Further¬ 
more, it began to appear that it was 
this Told summit 9 area which had the 
maximum concentration of oil pools. 

Initially, it looked as if the oil accu¬ 
mulation within the Barails had taken 
place by migration up the flanks of a 
regional anticlinal feature, before the 
faults dissecting the latter developed 
into barriers to migration and raised the 
north-western flank of the anticline above 
the level of the Told summit*. Much of 
the northwesterly dip beyond tbe appa¬ 
rent Told summit* appeared to be 
primarily related to rotational movement 
imparted by a series of basinward down¬ 
throwing growth faults, as in Land 
slides, and the Told* did not seem to 
have started with any extensive NW 
flank as such during its early phase of 
development. 

Even on this interpretation the hinge 
and its adjoining zone (now appearing 
like an anticlinal summit) still remains 
important for oil accumulations formed 
through the migration of oil updip 
from the basinward directions. 

In looking for oil one cannot how ever 
be over obsessed with any particular 
possible control mechanism. Exploratory 
wells have therefore been drilled on all 
possible structures which have had any 
reasonable rationale leading to the hope 
of finding oil. Notwithstanding this, 
the majority of the oil pools discovered 
so far within the Barails in the Nabor- 
katiya region have been found to be 
linked primarily either with the above 
Told summit* area or.with any subsi¬ 
diary trapping conditions generated on 
its basinward flank and plunge. It 


follows that, as all possible majoi 
features in such situations get drilled 
up, there would remain less and lesi 
chances of finding further Barail oi 
unless it is found that there is anothe: 
set of control mechanism which have tec 
to accumulation of oil in totally differen 
conditions elsewhere. 


Another factor which affects th 
Barail oil accumulations in the Nahor 
katiya region is the susceptability of th< 
Barail sands to have a sudden dfitninu 
tion in their porosity or permeability a 
these are met in depth range below 3604 
metres. Awav from its central hinfl 
zone, the Barails tend to be encounteret 
at iucreasing depths basinwards botl 
towards its south-easterly flank as wel 
as towards its north-easterly plunge 
As a result, a fair proportion of the oi 
accumulations found in the basinwan 
direction (i.e. below 3600 metres depth 
tend to be of low productivity and no 
unoften non-commercial. 

minor accumulations 

Up to now I have talked about th 
problems we have faced in detorminin 
where to look for oil in the Barails an< 
how our ideas have grown in this dire 
tion. From a fairly early stage, mine 
accumulations of oil and gas have al 
been noted from time to time in t 
overlying Tipams. In many basins 
the world, petroleum seems to be mos 
abundant in successively younger rock 
in a basinward direction. 


A certain increase, both in frequenc 
and volume, had been noticed in th 
oil/gas accumulations discovered with! 
the Tipams, as the exploration pre 
gressed closer towards the geosynclinc 
region of the basin, but for some tiro 
these remained very fragmentary i 
nature and small in dimension. On 
problem was the lack of well define 
structural highs of any significant size 
Nevertheless, pan of the exploratio: 
effort was switched over specificall 
towards finding oil in the Tipams, ant! 
in conformity with the general trenc 
more oil is being found in these rocks i 
group of small rolls and fault blocks i 
an area lying immediately to the fror 
of the Digboi-Jaipur line of foldinj 
Further to the south-west better define 
structural highs are present within th 
Tipams, near the shelf margin, th 
ONGC*s oilfields at Lakwa and Gelel 
and substantial amounts of Tipatto 
has been found in these areas. It is c 
interest that recently indications of o. 
have been found in even younger r 
(Namsang Beds) in a well drilled at th 
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front of the next thrust slice beyond 
the Digboi-Jaipur line of folding. 

One can thus see a certain amount of 
■ zonatioo in oil occurrence in the Assam 
; Valley shelf area, both Tipam and Barail 
oil (possibly more of the former) being 
.present near the shelf margin and pri¬ 
marily Barail oil accumulations some 
' distance to the north-west of the above 
J(Rudrasagar, Moran, Nahorkatiya). 

Looking at this picture of zoning in 
oil distribution within the shelf area, 
.the next question that occurs is, would 
;weget oil/gas in older formations fur¬ 
ther to the north-west of the presently 
known Barail oil trend ? Some gas has 
tactually been found north-west of this 
[trend in rocks tentatively identified as 
|Paleocene, near Tengkhat in the Nahor- 
jkatiya region. A considerable distance 
[Away ONGC have also found oil close 
)to the basement in a somewhat analo¬ 
gous position. In relation to the Naga 
jHills tectonic strike, the outer thrust of 
(the Naga bills belt occurs in this last 
f mentioned area much further to the 
north-west than in the Nahorkatiya- 
Lakwa region, and adjoins the ONGC 
|Snd. It is possible therefore, that we 
pay eventually also find a trend of 
Socene-Cretaceous petroleum occurr¬ 
ences in this region, some distance to 
he north-west of the Barail trend. 

* 

\ Up to now I have talked primarily on 
petroleum exploration activities in Assam 
)ind what we have gradually learnt from 
>t. Initially the team of workers involved 
n the higher levels of work and know- 
edge all belonged to the Burmah Oil 
: 3ompany (BOC) and were British. From 
;he early 1930s Indian personnel became 
inducted more and more into these levels 
')f work, and by the time all traditions, 
records and background of knowledge 
passed to Oil India, they had taken over 
*he leadership. 

i 

J valuable contributions 

Also, in trying to keep the scope of 
this talk restricted, I have deliberately 
: voided speaking about many matters 
ji which this particular succession of 
>rientific teams made valuable contri- 
i utions. Firstly, in the process of their 
til exploration they did not restrict their 
geological studies to the immediate 
)icinity of the oilfields. They carried 
;ut extensive geological work supported 
jy photo-geology over the Assam-Arakan 
Jgion as a whole. This was backed up 
y intensive gravity, aero-magnetic and 
tsismic work in specific regions. As a 
fssult, the teams were able to produce 
rte first integrated picture of the overall 
’ ratigrapby and geology of this region. 


In thc ttoccts of doing this they intro* 
duced on an extensive scale the use of 
heavy .Minerals in stratigraphic correla¬ 
tion and made full use or Palaeontology, 
Micro-palaeontology and made a begin¬ 
ning with Palynology. 

In exploration, it is a well known 
adage that it is ultimately the drill which 
finds the oil. However, contrary to 
popular expectations raised by such 
statements, the act of drilling itself does 
not ring a bell. The presence or absence 
of petroleum, the nature of reservoir 
rocks penetrated, the extent of porosity 
and pressure to be expected have to be 
gleaned from a series of subtle indica¬ 
tion, cores and tests. Conventional 
coring and testing processes arc time 
consuming, slow up drilling rate, and 
in consequence the rate at which areas 
can be explored and tested. The oil 
company teams therefore set about 
improving their ability to learn more 
and more from the subtle indicators and 
depend less on the time consuming pro¬ 
cesses. The fact that Nahorkatiya wells 
can be completed in three weeks now, 
when it took 11 months to drill, core and 
test the first well (Nahorkatiya 1), bears 
ample testimony to the success achieved 
in this direction by them. 

serious work 

It may not be widely known that 
possibly the first serious scientific work 
on drilling muds was undertaken in 
India, partly in the oilfields by the BOC 
and partly at the Calcutta University 
under the former’s sponsorship. In the 
mid-1950s, the oil company team carried 
out extensive studies on pressure losses 
in drilling mud and circulation systems 
which is amongst the earliest works on 
this topic that I have seen. They have 
also made extensive contributions in the 
integration of the then growing science 
of Reservoir Engineering with geology. 
These are only some of the directions 
in which the teams working in India 
(consisting initially of British but later 
completely of Indian personnel) have 
made important contributions. 

Having talked at some length on the 
development of petroleum exploration 
technology in N E India, it is time I 
made some brief mention of exploration 
developments elsewhere in India. Perhaps 
the first area that needs mention in this 
connection is the Cambay Basin. It is 
long alluvium covered semi-graben shield 
separating the main Indian shield from 
theSaurashtra peninsula. Odd seepages 
of methane bad been noticed it? water 
wells dug in this area for many decades. 
Years back, the Burmah Oil Co. had at 

*■ 


one stage evinced some interest in this 
area but were not given permission to 
work. Thereafter they found themselves, 
tied to far too great an extent in Assam. 
The credit for discovering this area (in 
19S8) goes to Oil and Natural Gas 
Commission (ONGC). 

Although the initial discovery itself 
(Cambay) turned out to be a relatively 
minor one, it was an event of tremend¬ 
ous importance Starting off from the 
concrete presence of petroleum accumu¬ 
lation in quantity at Cambay. ONGC 
has been able to discover and develop 
a fairly large area of oil and gas fields 
complex, the most important of which 
is the Aukleshwar field (1959). 

similar problems 

In the process of making these dis¬ 
coveries, and in developing these fields, 
ONGC started finding many of the 
types of problems which I have men¬ 
tioned in connection with Assam. Apart 
from a number of anticline dominated 
oilfields in this area there are many with 
combined st ratigraphic- cum-structural 
control. Some fields are even giving 
production from zones which on first 
appearance would seem to be unlikely 
as reservoir rocks. Much skill has been 
developed in finding extensions and new 
oil pools under this environment, but 
progressively additions are likely to slow 
down as the investigations of major 
features get completed. 

Starting off from the Cambay basin 
and extending offshore, a large discovery 
has been made in a structure, popularly 
known as the Bombay High . In eastern 
India, apart from the follow up dis¬ 
coveries made in the Upper Assam Shelf 
by OIL and ONGC, some gas has been 
found in Tripura. The exact magnitude 
of this is however not yet known. Else¬ 
where, very little success has been met 
with in exploration, except for some low 
pressure gas in Rajasthan. 

Ideas on where to look for oil have 
travelled a long way from the days when 
the anticlinal theory was first propounded 
over a century back. During the 1940 to 
1960 period in particular, a number of 
valuable concepts have come into being f 
bringing out: 

a) the importance of silled basins in 
the generation and accumulation of 
major resources of petroleum, 

b) the ability for crude oil to form 
even in basins with highly oxidising 
conditions; 

c) the tendency of petroleum accumu¬ 
lations to get concentrated in certain 
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.gficGjfle types of geotectonic regions 
platform areas, hingi bells, central 
$pon$ of basins within cratons 
Where gravity is the controlling 
tectonic force, etc.); 


d) the importance of hydro-dynamics 
and of differential entrapment in 
the precise location of accumula¬ 
tions; and 


e) that petroleum does not always 
need an anticline in which to ac¬ 
cumulate, even minor changes in the 
slope of beds and/or permeability 
can lead to the formation of an 
accumulation. 


Furthermore, work on the origin of oil 
has demonstrated the importance of pres¬ 
sure-temperature relationship, to which 
buried sediments arc subjected, in the 
formation of oil. More recently still, the 
role of released water has been brought 
out m the migration of oil. Also, too 
many continental basins have by now 
been found (e g. Uinta basin of Utah, 
USA, inland lake deposits of Mendoza 
Province, Argentina, the inland basins of 
China, etc) with commercial accumula¬ 
tions to make marine environment an 
essential prerequisite. 


b) the likely regions in which such 
generation has taken place; and 

c) some notion about the total magni¬ 
tude of such generation and there¬ 
fore of the total stake involved in 
exploration. 

We have thus by now a growing mass 
of concepts pointing to where accumula¬ 
tions should be sought and on how to 
seek this information. However, before 
these concepts can be applied, facts have 
to be assembled with painstaking care 
and displayed in the most effective man¬ 
ner possible. An attempt has to be made 
ultimately to build up for each strati¬ 
graphic interval a series of pictures, and 
from these to superimpose: 

a) the geotectonic features of the basin 
and the evolution of its geological 
structures; 

b) the pattern of lithological changes 
in each stratigraphic interval selec¬ 
ted; 

c) the pattern of hydrocarbon genera¬ 
tion; and 

d) the movement pattern of formation 
water. 


advanced technology 

Simultaneously with the development 
to the above concepts, instrumental and 
operational technology has advanced 
making it possible to obtain progressively 
more and more information. Initially, this 
consisted of improving the field geological 
methods and backing up petrological, 
palaeontological and palyonological 
support. Clearer insight has developed, 
through studies, on sedimentological 
environments and on how these affect 
various aspects of the rock types pro¬ 
duced. Geophysical and data processing 
techniques have been improved to a point 
where, in favourable cases, it is even pos¬ 
sible to detect direct indications of the 
presence of large gas accumulations. A 
lot of work is also being done on the 
defection, through geophysical and 
geochemical means, of indications at the 
surface which can be more directly linked 
with the occurrence of petroleum below. 

More recently laboratory techniques 
are claimed to have been developed with 
which to assess the hydrocarbon source 
potential of rocks and the palaeo-tem- 

K ires to which these have been sub- 
from study of samples. These 
techniques should eventually enable us to; 

a) obtain some idea of the likely stra¬ 
tigraphic ranges in which oil/gas has 
, haen generated in quantity; 


If this can be done sufficiently clearly, 
the interaction of the pictures should 
indicate the best places to look for accu¬ 
mulations of oil and gas. 

The above implies meticulous collec¬ 
tion of much geological information and 
their manipulation for interpretative pur¬ 
poses. Computers are being brought to use 
for storage, retrieval and processing of this 
type of data, and it has been claimed that 
in the Muddy Sandstone of the Powder 
River Basin (USA) atone, this approach 
has successfully contributed to the dis¬ 
covery of 250 million barrels of oil reser¬ 
ves. Massive computerised data from 
basins have also been used to derive 
proximity maps for new areas to test. 

major advance 

For a population of over 600 millions, 
India produces currently only a little over 
eight mtpa of crude oil. This is a major 
advance on what it used to produce 
(about 0 3 mtpa) before the discovery of 
Naborkatiya, but is still far short of what 
the country requires today and should 
need in the future. The recent discovery 
of oil in the Bombay High will make a 
significant contribution towards this. 
Also, once oil has been found in the 
Bombay High, a lot more is likely to be 
discovered in the other structures which 
have already been detected in that area. 


The country, however, is large and tl 
demand of petroleum products has tend< 
to grow at the rate of 9.4 per cent p 
annum in the past. Much more oil wi 
therefore need to be found to meet an 
to go on meeting the natural growth i 
the country’s petroleum demands. 

India has a large area covered l 
sedimentary rocks, estimated around l.< 
million sq. kilometres, including offshoi 
areas down to the 100 metre isobath. , 
substantial amount of geolgocial an 
geophysical work has been carried ot 
over these areas, and many wells hav 
been drilled. What is needed now is 
marshalling of all the information avails 
hie, basin by basin, with a view to assest 

a) the relative prospects of each basic 

b) the likely whereabouts of any petro 
leum likely to be present in eac] 
(both area wise and forma tionwisej 
and 

c) the type of further informatioi 
(both where and what) to be sough 
from each. 

Work on all these fronts is naturally at 
integral part of the normal operation ol 
any exploration group, and I shall bt 
surprised if considerable attention is not 
being given to these aspects by all such 
groups in India. 

many unce rat inties 

It is inherent in any search for petro¬ 
leum that the data points are few and the 
uncertainties are many. Successful 
identification of the right factors that 
control the major oil accumulation! in 
any particular basin therefore inevita¬ 
bly a difficult task. Nevertheless, concepts 
on where to look for oil have advanced 
considerably during the last three decades 
and, with proper attention to these con¬ 
cepts and proper use of modern techno¬ 
logy and tools, we should have a much 
better idea of what more to expect from 
each basin within the next decade. 

So far as 1 can see, one of the major 
problems in a number of these basins is 
the absence of recognisable major antic¬ 
linal features. I have already indicated 
that it takes very little change in either < 
formation characteristics or in the attitute 
of beds to lead to accumulations of oil. 
An anticline happens to be only the most' 
easily locatable feature. The hunt for 
such other features like stratigraphic 
wedges, paleodelta tapping environs 
ments etc., need much intensive and 
difficult high resolution seismic work, 
but these should not be above the level 
of competency of Indian personnel. The 
application of some of the ‘so called* 
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. direct methods of oO/gu finding msy 
! also help in some coses. 

, Moreover, there are areas like for 
; example the West Bengal basin where, 
j apart from the existence of large antic* 
' lines, most other favourable factors are 
: present. There is therefore no other 
| option but to hunt for the above types of 
, subtle conditions once the target is set 
: towards a search for major accumulations 
of gas or oil. In Rajasthan also, the 
anticlinal features detected are generally 
small in size, but there is a major base¬ 


ment Itysfe (the Jaisalmer Arch) and large 
accumulations are theoretically feasible 
in stratigraphic wedges against tills 
feature. 

To sum up, much has been learnt in 
India about oil exploration both from 
basic findings of research groups outside 
the country, as well as from the wide 
variety of conditions which the workers 
have encountered in the oilfields within 
the country itself. A reflection of this 
growth in competency is to be found in 
the increase of crude oil production over 


the years from 0t3 atpa befptu tbe 
Kahorkatiya field was discovered to a 
little over eltfht«mtpa as at present. With 
further development of the onshore fields 
and of the Bombay High, the expectation 
seems to be that a production level of 
about 18 mtpa will be attained by 1981. 
Much more, however, remains to be done, 
and I have little doubt that the explora¬ 
tion teams in India will rise to the occa¬ 
sion and organise their drive in such a 
way that they can meet the country’s 
petroleum requirements (inclusive of its 
growth) in the foreseeable future. 


j Tea market in retrospect 


j 

l To attempt to project or forecast the 
jjfuture behaviour of a commodity market 
j|it no doubt difficult, but at times, even 
Ijafter the event, it is far from easy to 
'^analyse the developments and patterns 
,of a market. This is so, particularly, 
.■with reference to the tea market for 1974 
[and 1975. 

Since 1954 tea markets have not seen 
-any appreciable rise, except to a small 
^extent during 1966. The rising costs on 
-inputs in the industry especially the wage 
^increases which alone account for a rise 
jito 247 per cent in south India between 
111967-1975 (daily wage rising to Rs 5.80 
1 from Rs 2,35) have thus remained during 
( this period of 20 years largely unneutra- 
:;liaed. It was only during the second 
; quarter of the calendar year 1974 that 
!,there was a welcome increase within a 
riinatter of from two to three weeks, 
t.which was not only unpredicted, 
jjbut also unprecedented. It came as a 
% surprise to tea brokers, tea buyers, sellers 
ptnd middlemen as well the consumers. 

* 

j Let us examine closely the possible 
causes that could have led to this price 

i ncrease—nay spurt in prices—not seen 
. 'or the last 20 years. No doubt, this 
was a most welcome and over-due change 
[in tea prices but let us identify the 
•‘causes that have led to this situation. 

' For any price increase to occur in 
Ithe tea industry the possible causes could 
)he the following: 

I- Demand and supply theory—Global 
i^hortage of tea. 

!; The boom In the prices of all commo¬ 
dities, led by oil and its favourable i in¬ 
spect on tea.. 


Tight cash flow position with the trade. 

The consumption of tea being stimu¬ 
lated by higher prices of other compet¬ 
ing/substitute beverages, like coffee. 

Growth in world population. 

Re-opening of Suez Canal. 

Uncertainty of international currencies 
vis-a-vis each other. 

Stocks of tea in London. 

A postmortem reveals that none of 
these factors provide a solid reason for 
the increase in tea prices. The detailed 
analysis is made below to substan¬ 
tiate the above conclusion : 

a) Demand and Supply: For many years 
now, tea market price trends have mostly 
been guided and governed by the total 
world supply versus world demand for 
a particular year. 

The calendar year 1973 closed with 
not much change in the scale, demand 
and supply almost matching with pre¬ 
vious year’s figures. Crop figures in the 
early part of 1974 were just normal and 
there was no cause for alarm about any 
possible shortage of tea in India or other 
producing countries to warrant any sharp 
jump in tea prices during mid-May to 
August 1974. 

Without exception, all the areas and 
tea districts in N E India recorded 
higher crops during 1974 over 1973, at 
390 million kg which was 21.8 million kg 
higher than that in 1973. Against this 
extra production from N E India only 
3.9 million kg could be set off by lower 


crop from S. India resulting in 490.1 mil¬ 
lion kg for India’s total crop during 1974 
as against 472 million kg for 1973. 

Month-wise analysis for N E India 
would show a steady increase in crop in 
all the months of 1974 with the only 
exception of August and December over 
1973. The total crop by mid 1974, when 
the market got into boom conditions, 
was ahead by 14.7 million kg. Similar 
was the monthwise trend in production 
from South India where the crops were 
ahead by 3.9 million kg ending May 1974. 

An FAO commodity review for 1974- 
73 says that although world tea output 
reached a new record estimated at 1.48 
million tons in 1974, the increase over 
the previous year was “rather marginal” 
This clearly indicates that the world 
crop of tea was not smaller, but slightly 
larger when compared to that in the pre¬ 
vious year. 

Even if there were any temporary 
factors to cause an alarm, the production 
figures for 1974 by the year-end showed 
normal production for all the tea pro¬ 
ducing countries and therefore the prices 
that ruled during late 1973 should only 
have prevailed during later part of 1974, 
correcting the temporary upswing wit¬ 
nessed during mid-74 for inexplicable 
reasons. But this did not happen and 
tha sharp increase in price levels obtained 
during mid-74 not only continued 
throughout the year 1974 but very for¬ 
tunately continued to be so all through 
the 12 months of 1975, not taking any 
cognizance of the usual theories of 
demand and supply for the year 1974 
and/or 1973. « anything during 1975 
the levels of tea prices further improved 
over 1974 though very slowly and 
steadily. This trend is not in oonso- 
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nance with the theory of production and 
demand, within the country or in import¬ 
ing countries taken together. 

b) Led by oil, prices of all commodi¬ 
ties did go up due to various factors but 
the rise in price was step by step whereas 
the rise in tea-price was very much 
sudden and sharp and that too nine to 
12 months after the spurt in oil price. 
Hence it cannot be considered as a 
reason for increase in price of tea. 

c) Tight cash flow problem might lead 
to drying up the stocks in the pipeline 
with the major stockists in the trade. 
It can hardly create any condition for 
spurt in the price ; as money position is 
tight, no one shall be purchasing at such 
high prices for stock-holding. 

d) The substantial rise in coffee prices 
may not be considered as a reason 
inasmuch as coffee prices rose right from 
January 1974 and not from June 1974 
as was the case with tea. Subsequently 
coffee prices dropped back to early 1973 
levels during September 1974 to June 
1975 but no corresponding sympathetic 
fall in tea prices took place. 

no correlation 

This apart, the tea consumption within 
or outside the country does not show any 
reasonable correlation with prices or 
consumption of coffee. The consumption 
of tea within the country or export from 
India during 1974-75 did not show any 
material change and there has been no 
reduction in per capita consumption of 
coffee vs. Tea in the country. Moreover 
coffee prices once again saw a sharp 
jump from August 1975 onwards at 
levels still higher than the previous year 
but there has been no reflection of it in 
tea prices which are more or less pegged 
around the levels obtaining during mid- 
1974. 

e) Growth of world population could 
be considered as one of the reasons for 
rise in tea prices. But how could it 
happen within a period of three to four 
months in mid-1974 only ? Moreover 
the total gross consumption of all coun¬ 
tries does not corroborate this point. 

f) Reopening of Suez canal should 
normally lead to a cut down in demand 
inasmuch as the supply could reach the 
market almost immediately and no one 
need to store huge stocks as storing huge 
stock might result in loss as tea is a 
perishable item. When supplies are 
easier and readily available the prices 
should come down rather than rise. 

g) Uncertainties in international cur¬ 
rencies situation could affect the prices 


but there is no readjustment after the 
uncertainties have been cleared. 

h) If stocks of tea in London could 
have any impact on the prices in that 
centre, which in turn might reflect other 
selling centres, these figures were subs¬ 
tantially lower during the first six months 
of 1973 as well as during 1972 as compar¬ 
ed to the respective periods of preceding 
years and this did not reflect in improved 
tea prices either during 1972 or 1973. 

As regards tea stocks during first half 
of 1974 these were almost the same as 
in the preceding year with very little 
variations worth making any impact ; 
instead the stock figures during the first 
half of 1975 were rather high in com¬ 
parison to the corresponding months of 
preceding two years and that did not 
bring down the levels already established 
during mid-1974, and, if anything, the 
prices decame steadier thereafter. 

worst droughts 

Let us examine the situation within 
India. Notwithstanding all these points 
the monsoon failure during 1974 was 
unprecedented all over the country and 
places like Gujarat, Bihar, Maharashtra 
Rajasthan, Orissa and Tamil Nadu had 
witnessed the worst droughts in recent 
past. This led to lesser purchasing 
power with the villagers. Unprecedented 
power cuts in most of the states also led 
to a slowdown in the economy resulting 
in lesser employment in major as well as 
ancillary industries, which in turn 
caused lesser purchasing power with the 
potential as well as regular tea-drinking 
population of the country. This pheno¬ 
menon cast gloom all over. It was just 
then, i.e. in mid-1974 that tea prices saw 
an upswing. This was in spite of colossal 
damage as well as loss of cattle due to 
extreme drought conditions resulting in 
shortage of milk and its availability at 
high price. This was accompanied by 
high price of sugar that prevailed during 
1974 which normally adversely affects 
tea consamption. Even though tea is the 
cheapest drink in the country, the price 
per cup of tea became costlier parti¬ 
cularly because of high price of milk and 
costlier sugar with Jcsser purchasing 
power with the major tea consuming 
people during 1974-75. 

The living standard of people had not 
suddenly shot up during June 1974 
onwards alone, instead it had gone up 
only steadily whereas the selling price of 
tea had shot up suddenly within a matter 
of a few weeks in May to August 1974. 

The cost of labour, wages, pesticides, 
fertilisers, packing materials etc., has 
increased manifold over a period but in 


business especially where demand and 
supply play their role in international ai 
well as domestic markets for a commodity 
like tea, the consumer would like to go 
his requirements at the lowest possible 
rate and prices of tea in its history‘ hav< 
never been up with the increase in inpu 
costs. 

Though many agencies had forecast 
possible shortage of teas due to shortage 
of fertilisers in India, in actual practice 
no garden in North or South India wa: 
obliged to curtail its production due tc 
any shortage of chemical or fertilisei 
during 1974. In fact the total crop from 
India closed at 490 million kgs for 197 
as against 472 million kgs for 1973. 
World crop was also higher in 1974. 

Packet price of tea in Britain appears tc 
have a bearing on this situation. It 
common knowledge that the British 
government had not permitted packe 
price of tea to be raised by packeters in 
that country for many years despite th< 
continual rise in price of all other com 
modifies due to worldwide inflation. Th< 
cost of operation for packeters had been 
rising in the course of years and to an 
extent the world prices for tea else 
moved up, but the rise was not commen 
surate with the general rise in othei 
articles. This created a situation wher 
there was a squeeze in the packeters 1 
margin of profit and a stage came when 
they did not find much charm in tb 
packeting of imported teas and selling 
them either at no profit or very little 
profit. However, with the high investmen 
already made in packet-industry, they 
could not discontinue business as over¬ 
heads would to an extent be absorbed 
while waiting for a better time for tea 
packeting. 

diversification activity 

Many small packeters got eliminated 
or started diversification of their activi¬ 
ties. No new investment was therefore 
made in packeting. The packeters in th< 
meanwhile continued to press the British 
government to permit them a raise i 
their packet price to enable them to keep 
in business without much success. 

For genric promotion of tea con¬ 
sumption in Britain, the tea tradi 
contributes sizeable sums to the Tea 
Council but left with little attraction in 
this business, one of the leadin_ 
packeters, Brookbond Liebig, followed 
by many others for the last two years, 
withdrew their support and contribution 
to the Tea Council. 

The British government was notpreparj 
ed to increase the packet price of nationa' 
packs as, tea being the national drink, it 
was feared that public opinion might 
go against it and the issue might be use<j 
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as a tool by the opposition in the elec¬ 
tions. A stage however reached when 
: there was little choice left with the 
: British government but to help the tea 
packeters. Instead of permitting a steep 
1 rise in packet price, the British govern- 
: ment thought it fit to grant a subsidy to 
: packeters and also an equivalent increase 
m packet price partly in May and partly 

• in August-September 1974. The idea 

• was, that the consumer would not have 

• to carry the full burden of the increase 
■ in import prices of tea. The UK govern¬ 
ment allowed the blenders to revise the 
price of their packets by I2Pper lb in 
May 1974. This was followed in August 

; by a subsidy of 2P per \ lb packet, equi- 
: valent to I7P per kilo, i.e. Rs 3.50 per kg. 

, These steps taken by the British 
. vernment led to a reasonably good 
t margin becoming available to packeters, 
jwho, in turn, started a spree in buying 
land expanding their market activities, 
jThey vied with one another in capturing 
H markets by buying more teas from pro¬ 
ducing centres even at higher rates before 
Jthe peak prices were reached. Faced by 
^rising tea prices emanating from this 
t major country, blenders and major 


buyem from all over the tea world were 
forced to increase their price levels. 
Other buyer countries in the main auc¬ 
tion centres of the world had also to 
raise the limits to get their requirements. 
The new equation of exchange rates for 
other than sterling compelled buyers in 
sterling to raise their limits as other 
currencies were in a better position to 
get their requirements at their old rates. 

The fear of consortium approach 
developing amongst the tea producing 
countries and the very useful part played 
by our Tea Board on various occasions 
could also have forced the overseas 
buyers of Indian tea to offer higher prices 
during 1974 as well as 1975. The price rise 
thus established during the second quar¬ 
ter of 1974 seems to have found its new 
levels for good. 

This development had obviously no 
relevance to the demand and supply 
position of tea as there was no shortage 
in the second quarter of 1974 to warrant 
a sharp and unprecedented rise, which 
was not anticipated by producers or 
buyers or brokers in any part of the 
exporting or importing countries. 


For South India tea it came not a day 
too soon as there was a steep wage hike 
and also allround inornate in the prices 
of various inpftts such as fertilisers, fuel, 
packing materials, chemicals, etc. But 
it must be clearly understood that earlier 
none of the foreign buyers had at any 
time increased the price of tea to accom¬ 
modate the producers. Input costs in 
tea have never been a guiding factor for 
ihe determination of its price. The. im¬ 
porters had never thought it their business 
to see whether the producer made suffi¬ 
cient profits so long as he (the importer) 
got his requirements at the cheapest rate 
possible. 

It can more or less justifiably be con¬ 
cluded that the new price levels reached 
as a result of the rise in packet price by 
British government and the subsidy 
granted by it are of a longstanding 
nature and these levels have become the 
norms for any further rise or fall in the 
tea prices due to usual causes in world 
tea industry. This is well brought out 
by the subsequent trend in 1975-76, in 
spite of the fact that world production 
was maintained almost at a steady level. 
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WINDOW PW THE WORLD 


Food industry vs world hunger 


I 

8,000,000,000 by 2000 A D 

The experts estimate that the popula¬ 
tion of the earth will rise from 3,600 
million to between 7,000 and 8,000 mil¬ 
lion before 2,000 A.D. i.e., it will about 
double in the next 25 years. Every five 
days brings a million more mouths to 
feed. This despatch will take five days 
to reach India by which time another 
million humans will have been born. 
The experts consider that this population 
explosion cannot level out until some 
time in the next century ; stabilisation 
will be slow to come. Food production 
will have to be at least doubled by 2,000 
A.D. if everybody is going to be fed—but 
adequately whether fed is another ques¬ 
tion. 

substandard diet 

The average diet today in the 
countries of the Third World, which 
means three-quarters of the world’s 
population, is substandard both in 
quantity and quality of caloric intake. 
So, to provide nourishment and not just 
food, for the world’s population in 2,000 
A D, to double present production will 
not be enough : output will have to be 
tripled or even quadrupled. Even assum¬ 
ing that this can be done, it will, also, 
remain true that the countries where the 
need is greatest are not necessarily geared 
to produce all their own food—e.g. south 
west Asia and Africa. These regions are 
by and large, committed to imports 
which mostly come from the USA and 
Canada. Unless the necessary supplies 
are contributed free of charge—unlikely 
if present practice is any guide—there 
will have to be a long term, worldwide 
economic reform to enable the Third 
World countries to pay for their food 
imports in foreign currency which they 
have earned themselves. 

The problems of nutrition are com¬ 
plex. Agricultural policy is only one 
factor. The problems present a macro- 
ecqnomic and daunting challenge : they 
demand long-range planning, the closest 
cooperation, and above all the goodwill 
of governments and international or¬ 
ganizations. To make the necessary 


calories available is not enough : the 
food supplied must include the nutritional 
elements essential toman and, in addi¬ 
tion. it must be acceptable to the life¬ 
long eating habits of the people in the 
various regions. In global terms, the 
achievements of agriculture arc already 
impressive. Despite the enormous popu¬ 
lation growth, consumption per head has 
improved significantly over the last 
decades. Unfortunately, the situation 
has deteriorated in the last few years. 
In the world as a whole, we now have 
about 30 days' worth of food reserves. 
Given below are the ways and means to 
increase production. 

1. Present production could be more 
efficient by more rational methods of 
storage and preservation, cutting down 
on waste, and improving distribution. The 
so-called “short circuiting'’ of the food 
chain could come into play here (domi¬ 
nating the inefficient animal link in the 
conversion of vegetable matter into 
acceptable food). 

2. Land under cultivation can be 
expanded. Particularly in the tropical 
and sub-tropical regions large reserves 
of uncultivated land exist. Bui to put 
them under the plough would cost vast 
outlays of time and money, 

3. Productivity increases (improved 
harvests) are the best chances of boost¬ 
ing production. The possibilities include 
the development of new plant strains, a 
measured increase in the use of fertilisers 
and pestjeides, more and better mecha¬ 
nisation and education of farmers. The 
agricultural sector in developing coun¬ 
tries characterised by subsistence farm¬ 
ing must be restructured and industria¬ 
lised. Sheer investment is not the whole 
answer— planners almost invariably for¬ 
get that farmers must be given incentives 
in higher incomes and assured markets. 

4. Fish yields could be raised, 
although on a world scale fish provides 
a bare five per cent of man's protein 
requirements. The United Nation's 
Food and Agricultural Organization 
thinks that it is possible to double the 
present 70 million ton catch, but other 
experts think this is over optimistic. 


Jostleyn Hennossy 

London 

5. Synthetic foods, particularly th< 
micro-biological conversion of petroleun 
derivatives and waste products. But th< 
amount of research still to be done— 
particularly in the matter of taste- 
personally would regard a petroleun 
derived chapatti with suspicion—mean 
that such foods are not likely to be avail 
able for some twenty years. 

II 

Food Industry’s Contribution 

What can the food industry do to hel| 
to ensure that the worlds future inhabit 
tants have enough to eat 7 

The food industry is an intermediary 
between farmers and consumers. Tbi 
food industry’s role is to assure thl 
farmer of an adequate market—whicl 
in itself is essential for the industrialism 
tion of agriculture. Another vital roll 
is to give support for the creation of ai 
agricultural infrastructure, particularly 
in the developing countries. Most of thi 
impetus and initiative here comes fron 
the major international firms in the foot 
industry, which have to satisfy the need! 
of their foreign production centres a- 
well as meeting the requirements' oi 
local markets. In Central and SoutJ 
America for instance. Nestle encouraged 
and sometimes sponsored the dairy in’ 
dustry decades ago. ^ 

The activities of the multinationals it 
the developing countries should be weL 
corned for their help in bringing abou 
industrialisation, as well as their effort* j 
to improve local production. Nestle hail 
set up mo»e than 80 factories in state; 
classified as developing countries by th<; 
United Nations, and Nestle also operate 
other factories under management con; 
tracts. I 

The degree to which the private enter 
prise of the industrialised countrie ■ 
participate in the progress of the deve: 
loping countries—by investment—streng : 
thens their ability to overcome* nutri j 
tional difficulties, whether through bettq j 
production or outside supplies. 

Private firms were responsible for th*< 
original initiatives in this field, but ove 

. * _ _ 
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dMiyln varied patterns hgve evolved 
te tm, form of cooperation between 
'jptfvw businesses and government 
authorities; Sometimes, although now 
levs frequently, this cooperation relief 
solely, on capital supplied by private 
enterprise. Cooperation commonly takes 
the form of joint ventures with private 
local companies or with the government. 
Sometimes the capital remains wholly in 
local hands, and the cooperation takes 
the form of a management contract or 
straightforward licensing arrangements 
tied in with technical aid. This is parti¬ 
cularly popular in the European states. 

The international organisations are 
entering the picture increasingly as private 
enterprise's second or third partner. 
Most prominent is the FAO and its off¬ 
spring the Industry Cooperative Prog¬ 
ramme (ICP). The 1CP was started in 
1966 to promote direct cooperation bet¬ 
ween the agriculture, forestry and fishing 
industries and government. The ICP’s 
partners at its start in the private sector 
totalled 18. including Nestle and Uni¬ 
lever. Today the total is 103 companies. 

strong influence 

The food industry is not the only 
business sector contributing to agrieul* 
tural expansion in developing countries* 
Chemical companies are also to the fore 
in pesticides, insecticides and fertilisers. 
There is widespread lack of appreciation 
of the strong influence of the oil crisis 
on agricultural prices. For certain agri¬ 
cultural products, e.g. wheat and maize, 
some 30 per cent of the caloric yield is 
indirectly derived from petroleum. The 
greater part of this energy expenditure 
is consumed in the production of synthe¬ 
tic fertilisers: some $6,000 million of 
of the 1975 production costs went for oil. 
In the USA, the farm sector accounts 
for five percent of total energy consump¬ 
tion, and if we add the energy expended 
in processing and transporting foods, the 
figure reached is between 15 and 20 per 
cent. 

It would not be surprising if the oil 
producing countries turned to home 
production in future for an increasing 
part of their synthetic fertiliser needs. 
By-products of their petroleum extracting 
and refining now wasted (such as in 
flaring) could be used. The experts 
expect that the populations of the OPEC 
countries will seek to upgrade their 
nutritional standards by building fac¬ 
tories to process food products. Here, 
again, cooperation with the international 
private enterprise industry in food would 
secure the necessary technical know-how. 

The seeds industry is having a growing 
impact on companies engaged in agro¬ 
chemicals. Its contribution—the basis 


, of the "green revolution"—-consists in 
the developing more resistant, high-yield 
strains adapting plants to unfavourable 
soils and climates. 

Ill 

“Short Circuiting” Food Chain 

About a third of production is devoted 
to animals rather than to people because 
of the demands for milk and meal. It 
takes 15 lbs of vegetable protein to pro¬ 
duce two lbs of animal protein in the form 
of beef. This huge burden on agricul¬ 
tural production could be appreciably 
lightened if we could multiply the share 
of vegetable protein going straight to the 
consumer. This would entail the pro¬ 
duction of top quality liquid and solid 
products, which could be partial substi¬ 
tutes for milk and meat. There are two 
problems : vegetable protein (as contras¬ 
ted with animal protein) does not con¬ 
tain all the components needed by the 
human body (such as lysine and methio¬ 
nine). The necessasy supplements can 
be produced artificially but (as I suspec¬ 
ted in imagining what a petroleum-derived 
chapatti might taste like) there is a big 
problem yet to be solved in producing 
taste, texture and the other assorted 
factors that make up an appetising meal. 

Alternatively, the food industry might 
succeed in contriving a synthetic product 
which would be both adequately nutri¬ 
tional and satisfy prevailing tastes. 
Whether the development of synthetic 
proteins would eliminate the world food 
shortage in the short run is a matter of 
dispute, but the solution of individual 
problems is now within reach, as is 
exemplified in Nestle** efforts in south 
east Asia to produce a completely vege¬ 
table-based milk. 

The production of synthetic foodstuffs 
using micro-organisms, yeasts and micro¬ 
bes is prominent on any list of possible 
ways of expanding food production. 
There is nothing new in this, as beer, 
yoghurt* and cheese illustrate. Micro¬ 
organisms reproduce at an extraordinary 
rate and they contain substantial pro¬ 
portions of amino acids, specifically 
lysine. They themselves feed on sugar, 
cellulose, natural gas and petroleum 
derivatives (paraffin, metahnol, ethanol 
and methane). Bacteria and yeast can 
be grown on these items with the aid of 
additional chemicals. The micto- 
organisms are, after being killed, subjected 
to purification yielding powder which 
can be used in the synthesis of foods, 

The hopes that sueh techniques could 
produce foods cheaper than can now be 
grown on the farm depended on the low 


prices of petroleum in the past. Since 
then, not only has the price of oil shot 
up but the environmental burden created 
by industrial processes have been increas¬ 
ing. The micro-organisms maintain 
temperatures of around 40 degrees 
centigrade (104 degrees Farenbeit) and 
the large amounts of heat that they 
generate during production must be 
dissipated, which requires large supplies \ 
of cooling water and cheap petroenergy. ( 

When synthetic foods will become a 1 
reality is not yet known. The practical 
applications up to now have been res¬ 
tricted to the production of cattle feed. 

I myself spent the earlier years of my 
childhood on a farm in Sussex. In, 
winter, the cows were fed with oilcake 
and 1 am in a position to say that it 
tasted extremely good and quite possibly . 
accounts for the profundity of my eco¬ 
nomic insight. On reflection, however 
I believe that the oil in these cakes wat 
of vegetable not mineral origin. So 
more power to the elbows of Nestle an^ 
Exxon who have been working togethei 
for years to develop a technique few 
producing synthetic human foods. Onci 
this research is successfully completed 
it will still take time for the new produc 
to gain the approval of the US Food am 
Drug Administration, and it will doubt ■■ 
less take still more time to perfect i 
suitable farm of the product to make i 
appeal to the palates of the consumer 
>n the villages around Delhi and sybarite 
who dine and dance at the Imperia , 
Hotel so conveniently close to the office; • 
of “Eastern Economist 


Sources and acknowledgements : Ttw 1 
foregoing summarises a report in th< * 
latest issue of Prospects , the buxines j 
news survey published by the Swiss Ban! f 
Corporation (Aeschenvorstadt, Basle) ^ 
but the Swiss Bank is not responsible fo <: 
the wording of my summary nor for m; $ 
interspersed comments. jj 
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WINDOW ON 1HE WORLD 


And now a drought in — 


E. B. Brook 


western USA 


Vbe most ominous sign among a 
/ear's portents, unremarkable for cheer 
s the increasing drought in the western 
; vheat belt of the USA. The damage 
•' caused by dry weather during the planting 
: itason followed by all too scanty snow 
i .ias exposed a sizeable part of the world- 
(‘mportant American wheat crop to 
jhrosion. High winds are causing the 
^Iry earth from western Texas to Neb¬ 
raska to move and the crop, which has 
achieved little early growth, is being 
jlestroyed. An official estimate of the 
il.iamage has put it as high as 100 million 
jh>ushels and it could go higher. 

/ 

u The drought affects only part of the 
Umerican wheat belt but it may mean a 
{i0 per cent drop in the final harvest 
phich, though not at all catastrophic in 
'•• self, could mean a sizeable tightening 
.‘•f the world's food supply this year. 
; <'be threat to world food caused by only 
partial drought in the US corn area is 
increased disproportionately by the facts 
r»f frequent insufficient harvest yields in 
foe former corn basin of eastern Europe 
tad the Soviet Union, with the USSR 
becoming a massive importer of many 
trades of corn from the USA and 
Canada, the frequent partial dependence 
:.r China on Australian wheat yields and 
certainty of large grain import re¬ 
quirements to much of Asia, Africa and 
Sarts of South America, 
ft 

• political factors 

» 

The risk is increased also by political 
ctors. In a presidential year in the 
jSA the White House is more than 
dually unlikely to take any decisions 

• hich would increase the inconvenience 
f the American citizens and voters. 
1’tiere is no likelihood of a grain shortage 
v the USA but lower yields could easily 
Vise domestic prices and exports to any 
Ilea would, in that case, be an unusually 
Idling factor in making prices to the 
•jmerican consumer more expensive. No 
l;e$ident defending his office would 
jjllingly allow this circumstance to 
'!cur. Although crop forecasts can 
*;ange with surprising speed, the Ameri- 
|p outlook for this summer and autumn, 
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just before the October elections, will 
make response to Soviet purchase offers 
and the requirements of the most popu¬ 
lous countries unusually restrained. 


temporary circumstances 

The temporary circumstances of dro¬ 
ught in part of the American wheat lands 
poses some threat to supplies this year ; 
more significantly it foreshadows what 
will almost unavoidably become a crucial 
international problem within ten years- 
the threat of mass starvation in many 
countries. The most threatening fact is 
that food production in the USA, 
Canada, Australia and western Europe 
is unlikely to increase much more what¬ 
ever the policies followed by govern¬ 
ments, the Common Market or the 
economic decisions of farmers and their 
organisations. The genetic improve¬ 
ment of all plants is coming near to its 
limit, most available arable land is al¬ 
ready employed and irrigation water is 
becoming Jess plentiful. If the USSR has, 
by purchase, built up some food reserves, 
it has done so at the expense of US grain 
reserves. With the communist countries 
becoming grain importers instead of 
exporters there is considerably less left 
for countries obliged to import to avoid 
hunger if not starvation. Unfortunately, 
with only a few years to go before crop 
yields are forced to their maximum, 
there is not yet sufficient agreement 
among exporting and importing countries 
to create anything like sufficient global 
food reserves. 

The supply of essential food has be¬ 
come increasingly tied up with political 
attitudes—there is shockingly loose talk 
by those in the USA, who should know 
much better, of the use of food as a 
foreign policy weapon. Blackmail or 
pressure by food would not only be a 
foolish and immoral approach, it would, 
as similar efforts have shown from time 
to time, produce lingering hatreds that 
lead to international violence a century 
after their cause has disappeared. Not 
less, the irritation caused by the "food 
as a policy weapon", politicians are de- 
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fleeting attention from the infinitely more 
important and urgent proposals for pre¬ 
paring massive transfers of capital and 
fertilizers to new farming areas—such 
as the Sudan and almost the whole of 
south-east Asia. 

The great corn-producing states 
must have a leading part to play in 
such transfers and the comparatively 
small farmers of west Europe mu6t 
cease considering which crop is the 
most profitable and concentrate on those 
which are most needed. At the moment 
land under potatoes, the west's basic 
vegetable, is shrinking to half its usual 
acreage because the crop does not pay 
big profits. Not less, the great collec¬ 
tives and state farms of east Europe 
must speedily find ways to avoid such 
shocking loss of harvested grain by 
spillage, insufficient storage space and 
sheer indifference. Much of east Europe’s 
import of grain supplies is avoidable ; 
much of west Europe's concentration on 
the profitable and relatively easy dairy 
farming keeps tens of thousands of acres 
under grass when it could be producing 
grain crops. 

lack of cooperation 

The overall attitude of the major 
producing countries—both in manufac¬ 
tures and food—is that of supplying 
and then lending to enable payment for 
supplies. There is very little sign of 
this attitude changing to the transfer of 
capital and means of production seen as 
ultimately inevitable in agriculture. The 
major lender, the USA, has in recent 
weeks given signs of being less coopera¬ 
tive. May be with elections and the 
wisdom of playing to the gallery in mind, 
the Committee of Congress that appropri¬ 
ates funds for all forms of foreign aid 
has voted for the first time, to reduce the 
amount that the USA has agreed to 
contribute to the World Bank. The USA 
is already in default in meeting its obli¬ 
gations to the Bank. An even deeper 
reduction was made in the US contribu¬ 
tion to the Asian Development Bank and 
and in the contribution to the World 
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“easy loan 9 * affiliate, the Inter¬ 
national Development Association. 

Similarly, there appears to have been 
considerable scaling down in the USA’s 
ideas about the detailed plan agreed 
upon by developing countries several 
years ago at a conference in Manila. 
Instead of some degree of debt morato¬ 
rium the plan, as it be presented in May 
to the UN Conference on Trade and 
Development in Nairobi, will be no 
more than a very moderate set of pro¬ 
posals. With the US Congress extremely 
reluctant about any debt service waivers 
or cancellations, the plan is likely to 
propose different solutions for debts to 
governments of industrial countries, debt 
to the World Bank and other inter¬ 
national lending agencies and debt to 
private banks and exporters. Following 
the Nairobi meeting there is likely to be 


a meeting of debtor-creditor states which 
industrially developing countries with 
good credit rating can decline to attend. 
One problem faced by some borrowing 
countries is that in the next few years 
they face a huge number of loan maturi¬ 
ties which most of them have no means 
of satisfying. 

The only new offer from the lending 
side at present comes from the European 
Investment Bank, the Common Market's 
long-term financing institution. Hither¬ 
to the largest part of the EIB’s lending 
has been made to Common Market 
states. In future the Bank will consi¬ 
derably develop its activities outside the 
Market but, even so, its loans are likely 
to be restricted to Market-associated 
countries and to the 46 African, Carib¬ 
bean and Pacific states linked with the 
Market under the Lome Convention on 


economic cooperation and assistance. 
It is not surprising that GATT, in itsj 
preliminary assessment of world trade: 
this year remarks, concerning indus¬ 
trially-developing states, that payment 
for oil only accentuates their growing 
problem of financing current accouni 
deficits. 

With an overall world prospect of 
only gradual recovery from recession this 
year and the uncertainties induced by 
elections in the USA and in west 
Europe's economically strongest state, 
Fedeial Republic of Germany, there is 
little piospect of more understanding 
approaches to industrially developing 
countries’ problems. But the real risk of 
world food shortage not too far ahead 
and the need for more than temporary 
means of meeting it must induce a more 
constructive approach. 
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tCess on Jnte for R and D 

:;The Government has levied 
: ft cess on jute manufactures 
: with effect from March 1,1976, 
■Tor a period of one year. The 
1 proceeds of the cess will be 
^utilised by the Development 
I, Council of Jute Manufactures, 

I to be constituted shortly, for 
J ibe purposes of research and 
lldevelopment. The rates of 
jlthe cess is Rs 6.30 per tonne 
■Jof carpet backing, Rs. 3.75 
»|*per tonne of sacking, jute 
jtwines and yarns, and Rs 2 
,per tonne of cotton bagging. 
l;The rate for hessian and other 
kjute fabrics is Rs 4.50 per 
’tonne. 

Production Targets 

)' The Development Council 
Jwill utilise the proceeds of 
the cess for discharging its 
[Tunctions which include re- 
Commending targets for pro¬ 
duction, coordinating pro¬ 
duction programmes and re¬ 
viewing progress from time to 
suggesting norms of 
^efficiency for eliminating 
tWaste, obtaining maximum 
production, improving quality 
♦and reducing costs; recom¬ 
mending measures for secur¬ 
ing the fuller utilisation of 
)ihe installed capacity, for 
improving the working of the 
scheduled industry, parti¬ 
cularly of the less efficient 
‘units. The Council will also 
Ipromote arrangements for 
Ipetter marketing and help in 
'the devising of a system of 
'.distribution and sale of the 
^produce of the scheduled 
industry which would be 
Satisfactory to the consumer. 

Other functions of the 
^Council will be to promote 
standardisation of products, 
[\o assist in the distribution of 
rtontrolled materials and pro¬ 
mote arrangements for ob¬ 


taining materials for the sche¬ 
duled industry, to promote or 
undertake inquiry as to ma¬ 
terials and equipment and as 
to methods of production, 
management and labour uti¬ 
lisation, including the dis¬ 
covery and development of 
new materials, equipment and 
methods and or improvements 
in those already in use, the 
assessment of the advantages 
of ditferent alternatives and 
the conduct of experimental 
establishments and of tests on 
a commercial scale. 

The Council will also pro¬ 
mote the training of persons 
engaged in the scheduled 
industry, undertake scientific 
and industrial research into 
matters relating to production 
and to the consumption or 
use of goods and services, 
promote improvements and 
standardisation of accounting 
and costing methods and 
practice and undertake the 
collection and formulation of 
statistics. Another duty of 
the Council will be promoting 
adoption of measures for 
increasing the productivity 
of labour including measures 
for securing safer and better 
working conditions and the 
provision and improvement of 
amenities and incentives for 
workers. 


Aluminium for Small 
Units 

The Department of Civil 
Supplies and Cooperation has 
decided, in consultation with 
the Department of Mines and 
Metals, that the units in the 
small-scale sector engaged in 
the manufacture of AA & 
ACSR Conductors, who have 
got orders from the State 
Electricity Boards/D.G.S & 


D.» will receive material direct 
from the producers without 
any formal allocation. The 
Development Commissioner, 
Small Scale Industries, has 
already assessed the capacity 
of small-scale units engaged 
in the manufacture of AA & 
ACSR Conductors. A list of 
such units will be intimated 
to the main producers of the 
metal who will give the ma¬ 
terial to the small-scale units 
pro rata of monthly capacity 
of the units. This procedure 
will not apply to other re¬ 
quirements of the small-scale 
units such as manufacture of 
wires and cables, etc. for 
which the existing procedure 
will continue. 

The procedure came into 
effect from March 1, 1976, 
and will continue to be fol¬ 
lowed till April 30, 1976. 
Thereafter the position will 
be reviewed. 

Excise on Asbestos 
Cement Products 

The government has de¬ 
cided to withdraw their tariff 
values of Asbestos Cement 
Products with effect from 
March 1, 1976. This decision 
has been given effect to by 
issue of a notification dated 
March 1, 1976. As a result 
of withdrawal of tariff values 
of Asbestos Cement Products, 
these products will be assessed 
to Central Excise duty w.e.f. 
March l f 1976 in accordance 
with the provisions of Section 
4 of the Central Excises and 
Salt Act, 1944. 

Loans for Power 
Transmission Lines 

The central government 
has given loan assistance of 
Rs S.3 lakhs to Nagaland for 
construction of Loktak-Dima- 
pur 132 KV tine. With this, 
the total assistance made 
available to the state during 
the current financial year for 
the three inter-state power 
transmission lines, now under 
construction, conies to nearly 
Rs 1.93 crores. A little over 
Rs 1.89 crores out of nearly 
Rs 1.93 crores are for Loktak- 
Dimapur transmission line 
and the balance is for Dima- 
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pur-Mtriimi ami Dimaper- 

fok&jm lines. 

* ' 

The unioif-'government has 
also sanctioned a loan of 
Rs 11 lakhs to Andhra Pra¬ 
desh for construction of En- 
nore-Nellore 220 KV power 
transmission line. With this 
the total assistance made 
available to the state during 
the current financial year for 
Ennorr-Nellore line comes to 
over Rs 1.77 crores. The 
Centre has so far given a 
total loan assistance of nearly 
Rs 2.85 crores to the Andhra 
Pradesh Government for cons¬ 
truction of various inter-state 
power transmission lines. The 
other power transmission lines 
under construction in the 
State are Munirabad Hampi 
Upper-Sileru-Balimela and 
Hampi-Gooty lines. 

Preference for Indian 
Technology 

The ministry of Industry and 
Civil Supplies have decided 
to give exemption from the 
licensing provisions of the 
Industries (Development and 
Regulation) Act in regard to 
items of manufacture based 
on the technology developed 
by laboratories under the 
Council of Scientific and 
Industrial Research, Indian 
Council of Agricultural Re¬ 
search, Indian Council of 
Medical Research, Defence 
Research Laboratories, De¬ 
partment of Atomic Energy, 
Department of Space, minis¬ 
try of Railways and such 
other laboratories owned and 
managed by the central gov¬ 
ernment. Such exemption 
will, however, be subject to an 
appropriate certificate from 
the Department of Science and 
Technology so as to ensure 
that the technology developed 
is basic to the manufacture of 
the proposed product and is 
not merely peripheral to it.* 
It would also be a condition 
that the item of manufacture 
is not reserved for either the 
public sector or for exclusive 
development in the small* 
scale sector and also not 
governed by special regula¬ 
tions for which prior per¬ 
mission would be required. 

Such exemption facility wHl 
’itAftCR; It, t9ft 







, building and fire regulations 
and similar environmental 
considerations, regional and 
international cooperation, and 
transfer of applications deve- 
. lopment technology among 
Vthe developed and developing 
i countries. The seminar also 
! plans a strategy for the period 
j ending 1980 for development 

< and diversification of the 
‘ plastics industries, integrating 
' their production with the 
; requirements of building ma- 
, terials for the countries with 

< 'petroleum resources. 

” The seminar will be attended 
*'lby representatives of the plas¬ 
tics industry, trade and pro¬ 
fessional institutions and asso- 
|<ciations, plastic technologists, 

1 1 engineers, architects, buil- 
Riders, designers, research scien¬ 
tists etc. A number of experts 
from the countries of South¬ 
east Asia and West Asia will 
attended the seminar. The 
.taeminar will be preceded by a 
•Jfive week training programme 
'for the representatives of 
jllconstructlon agencies. Public 
‘Works Departments. Public 
’.Health Engineering Depart¬ 
ments, Housing Boards and 
?al$o for architects, builders 
Jiand contractors. 12 nominees 
*tfrom the countries of South¬ 
east Asia and West Asia are 
*{also expected to attend the 
"(Course. 

/Seminar on Wheat 

.i 

!) Potentials and possibilities 
\V>f utilising wheat in different 
$Jways for eonsumption by the 
'/masses were discussed at a 
r/two day seminar in New 
‘/Delhi. The seminar entitled 

Wheat in the Changing 
/Social Context’* was jointly 
^sponsored by the Department 
;fof Food, union ministry of 
j/Agriculture and Irrigation, 
Jjlndian Council of Agricultural 
JResearch, the Food Corpora- 
Jtion of India, the Roller 
^Flour Miller*’ Federation of 
jlndia, the Society of Indian 
^Bakers and Wheat Associates 
sUSA. The seminar discussed 
•the phenomenal increase in 
ythe production of Wheat in 
^the last 10 years, and the in- 
jjereasing acceptability of wheat 
Seven in traditionally rice eat¬ 
ing areas like Assam, West 

i 
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Bengal and ||mis to fight 
food deficiencies; and improve 
(he diet of the people. 

The seminar also discussed 
fllour milling and baking as 
major industries with immense 
potentialities.. Besides, con¬ 
tributing to the nutritional 
aspect, these industries will 
also provide scope for addi¬ 


tional employment in urban 
and rural areas. Repmsenv 
tatives of various, state gov-, 
ernments, scientific institu¬ 
tions, wheat growers, bomb 
science colleges, nutritionists 
and consumers attended the 
seminar. 

Mica Advisory Committee 
The government has set up 


■a. • Jitich Adstewy. ■. 
midst thecbahrminiWp : 
deputy {Cornmeiue 
MT. Vishwanath Fratap $fogh. 
The Committee will advice tfae 
government on the measures 
for improving the production 
and export of mica,: develop¬ 
ment of processed and fabri¬ 
cated mica, promotion or 
mica-based industries and 


THE 

CABLE 

THAT 

LEADS 

f*OWER 


Giant factories or humble 
( homes we have even v 
helped in changing the 
face of the countryside. 
NICCO supplies the 

need.industrial flexi- 

bles and cables upto 625 
sq. mm. 1.1 K. V. 
armoured and unarmoured 
power cables, rubber and 
P.V.C. insulated house 
wiring cables and 
flexibles. 



WIRES A. Mt CABLES 
DEPENDABLE • DURABLE 


THE NATIONAL INSULATED 
CABLE CO. OF INDIA LTD. 

NICCO HOUSE 2. HARE STREET. CALCUTTA-700 001 
DIVISIONAL OFFICE: Kashmeta Gala. Paat Bos No. 1044. 0tft44a 
REGIONAL OFFICE : 49. Wattaiah Road, Madras-2, ^ 

SALES OFFICE : 3*0-14-7. Himayat Naoar, 

Indore., Pension Lana. Bust . _ 

1st Floor. A. T. Road, Gatfhatl. 

AGENCIES DIRECT: Ahmadabad, Bangalore Bombay, JtlP*. 
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• exiwrt|fmicft product*. ‘ Dr; 

|5cwcS|| Aftjjf for §9 cm bo the 
Yiee^Qwiman of the Com* 

' ; miftec,^ * whose membership 
cotiaisti of varied interest 
commoted with mining pro* 
dnetioo, processing, fabrica- 
tidfc, Iqbour etc., besides re- 
presentatives from the con* 
OOrhed ministries of union 
and state governments. 

This country has vast re* 
sources of mica and is the 
largest producer of mica in 
the world. It is also the 
single largest exporter accoun¬ 
ting for about 60 per cent of 
the total world exports. India’s 
major customers are USSR, 
USA, UK, France, Japan, 
German Democratic Republic 
and other east European 
countries. Exports of mica 
including fabricated mica in¬ 
creased from about Rs. 17.5 
crores in 1971-72 to about 
Rs 24.25 crores in 1974-75. 
Export of processed mica was 
canalised through the Min¬ 
erals and Metals Trading 
Corporation from January 
24, 1972. Later, a subsidiary 
of the MMTC, the Mica Trad¬ 
ing ' Corporation of India 
Limited, was set up on June 
1, 1974 to look after the mica 
trade. The objective of cana¬ 
lisation was to assist the 
weaker sections to participate 
in the mica export trade. Be¬ 
sides improving the export of 
fabricated mica, India is also 
trying to develop mica fabri¬ 
cation industry. Export of 
fabricated mica and mica- 
based products fetches higher 
foreign exchange earning. 

Raw Material for Soap 
Industry 

The Development Commis¬ 
sioner, Small Scale Industries, 
has arranged with the State 
Trading Corporation for the 
release of 13,500 tonnes of 
mutton tallow, fatty acids and 
p*1m oil to small-scale units. 
The distribution of these 
materials will be done through 
the State Directors of Indus¬ 
tries. The small-scale units 
manufacturing laundry soap 
should contact the State 
Directors of Industries for 
getting a release order from 
the State Trading Corporation 


in order to meet theirrequ ire- 
menti of these materials. The 
smalLscaJe Soap industry in 
India, particularly units 
manufacturing laundry and 
washing soaps, occupies a 
prominent place in the soap 
manufacturing sector. The 
production of small-scale soap 
units Is estimated to be more 
than 4,00,000, accounting for 
more than 50 per cent of the 
total production of washing 
and laundry soaps in the 
country. 

Soil Conservation 

Nearly 1.05 million hectares 
of land have been treated with 
a combination of various soil 
and water conservation mea¬ 
sures in the catchments of 
major river valley projects of 
the country with a view to 
reduce excessive silt load into 
tae reservoirs. Of this total, 
509.06 thousand hectares are 
under agriculture, 413.23 
thousand hectares under for¬ 
est and 125.91 thousand hec¬ 
tares under pasture. Besides 
maintaining the storage capa¬ 
city of the reservoirs and 
thereby ensuring the depen¬ 
dent agricultural and indus¬ 
trial production, these mea¬ 
sures will also help check 
flood hazards, because the 
sediments, which come from 
the catchment area erosion, 
reduce the capacity of the 
rivers to carry water and thus 
force them to find new courses. 

This has been done under 
a centrally sponsored scheme 
launched by the union minis¬ 
try of Agriculture and Irri¬ 
gation in 26 selected River 
Valley Projects. The scheme 
is now in operation in Much- 
kund, Hirakud. Chambal, 
Dantiwara, Tungabhadra, 
Kunda, Bhakra, Beas, Pohru, 
Ramganga, Mayurakshi, Gho- 
de, Kangsabati, Nijamsagar, 
Nagarajunasagar, Pochampad, 
Ukai, Mahi, Matatilla, Lower 
Bhawani, Pagladia, Rengalli- 
Mandira, Damanganga. Tawa, 
Teesta and Damodar Catch¬ 
ment (D.V.C.). The total area 
of this catchment is about 70 
million hectares. 

Multipurpose Vessels at 
Hindustan Shipyard 

Keel for yet another multi¬ 
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purpose ship, a 21,600 DWT 
Pioneer type vessel was lead 
on February 26, 1976 at Hin¬ 
dustan Shipyard Limited, 
Visakhapatnam. The ship is 
the eighth of the Pioneer type 
of vessels being built in the 
shipyard; and the second 
vessel of this type under cons¬ 
truction for Messrs. India 
Steamship Company Limited, 
Calcutta. Designed for a 
speed of 16 knots this vessel 
will be fitted with a medium 
speed propulsion engine deve¬ 
loping 9000 B.H.P. The de¬ 
sign of the ship is such that 
she can carry not only bulk 
cargo like ore, coal, grain, 
fertilizers, but also general 
cargo in the holds as well as 
in the Folding Tween pecks in 
addition to the 20 feet I.S.O. 
containers and cars. 

Export of Bottle Caps 

In the recent years, among 
the non-traditional products, 
bottle caps of base metals and 
plastics have retained promi¬ 
nence in export markets. In 
1974-75, exports of aluminium 
cap seals secured foreign ex¬ 
change almost equivalent to 
the preceding year’s level. The 
exports were of the order of 
nearly Rs 4.60 million. The 
exports were Rs 2.53 million 
and Rs 1.44 million in 1972-73 
and 1971-72 respectively. 

During the year, 22 coun¬ 
tries imported aluminium cap 
seals from India. Bangladesh 
at Rs 1.5 million was the 
major buyer followed by Sri 
Lanka at Rs 0.81 million. 
Zambia at Rs 4.2 lakhs, Kenya 
at Rs 3.3 lakhs, Iraq at Rs 
3.1 lakhs and Mauritius at 
Rs 2.5 lakhs. Besides, Singa¬ 
pore, Burma, Malaysia, 
Uganda and Iran were among 
other buyers. Aluminium cap 
seals in small quantities were 
also exported to other mar¬ 
kets, such as Australia, Hong 
Kong, Ivory Coast, Jordan, 
Lebanon, Muscat, Nepal, 
Nigeria, Philippines and 
Tanzania. 

Export of Trunks and 
Suitcases 

An amount of Rs 46 lakhs 
was received through India’s 


export trade of trunks and^ 
suitcases made of iron or ’ 
steel in 1974-75 as again*! 
Rs 34 lakhs in the preceding 
year (1973 -74). The quantum 
exported during 1974-75 was 
119,825 in numbers. The 
major importer of trunks and 
suitcases made of iron or steel 
from India was Saudi Arabia 
Its purchases totalled Rs2. 
lakhs (43007 Nos.). Next in 
importance was Kuwait mar¬ 
ket whose imports aggregated 
to Rs 0.88 lakhs (31914 Nos.), 
Qatar was also an important 
buyer (12130 Nos.) at Rs 0.51 
lakhs. Yemen Arab Republic! 
was yet another important; 
buyer and its imports were inj 
the neighbourhood of Rs 4.3 
lakhs. Among the other cus^ 
tomers were Behrein Islands, 
Dubai, Ethopia, Nepal, Singa-} 
pore and Zambia. 


Export of Coaches and 
Bogies 


Rs 8 crores worth of pas¬ 
senger coaches and bogies 
manufactured at the Integral 
Coach Factory of the Indian 
Railways have so far been 

THE CALCUTTA ELECTRIC^ 
SUPPLY CORPORATION 
LIMITED 

(Incorporated in England) 
7i% Debenture Stock 1960 
Interest for tbe half rear ending 
14th April, 1976. 


Notice is hereby given thai 
Interest at the rate of Rs. 38.75 P, 
(less Indian Income Tax) per Rs. 
1,000/- of Stock will be paid on 15tr 
April, 1976 to Debenture Stoc 
holders registered in the Rooks 
the Company on 2nd April, 1971 
Applications for transfers receh 
at the Company’s Office at Victorii 
House, Post Box 304, Chowringha 
Square, Calcutta, upto 2nd April^ 
1976 will, if otherwise satisfactory, bt 
registered at that date for the pur 
pose of participation in the above 
Interest. 


Debenture Stock Transfer Booldj 
will be closed from 3rd April, 197(9 
to 14th April, 1976 both days indu-I 
sive. 

By Order of tbe Board} 
(S. K. NIYOGU 
Secretary 

Victoria House 
Calcutta 700 001. 

27th February, 1976 
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, exported to Thailand, Burma, 
; Taiwan, Zambia and Philip* 
: pines. In all 3d coaches and 
424 bogies with spares have 
] been exported. The export of 
; passenger coaches and bogies 
•(produced at the Integral 
, Coach Factory, Perambur near 
! Madras, started in April 1967 
'when 2 metre gauge bogies 
1 were shipped to Thailand. 


minister, Mr Jj 
stated recently. 



le gave the merdy of. die order of **11 gas* to devatofdagriionHn^M 4 , 

HIMtin* CVAVM inMth 2a Mnwimufimit la A# fitotsk lei* . men tola «» fetor ft 


the parliamentary consults* 
tive committee, attached to his 
ministry, in response to com* 
plaints by some members that 
prices of agricultural prodnots 
are falling and they need to 
be arrested immediately. The 
minister pointed out that the 
aovernment will ensure that 


glow to Rs S5 crores. This 
was disclosed by the presi¬ 
dent of the Association of In¬ 
dian Engineering, Industry Mr 
K.G. Khosla while addrotsing 
a meeting of the Indian Pomp 
Manufacturers Association, 
on “Export prospects of 


domain. The A1EI wosrtd - 
work out firm proposals for 
joist ventures in that country, 
especially in regard to assist* 
anoe for small workshops to 
be set up there. Them wet 
also great scope in the field 
of pump manufacture as la* 


I-iiT 
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to Burma. Thailand again 
was supplied 45 boggies in 
, 1970. Taiwan has so far 
; imported 309 bogies and 
spares from the Integral Coach 
Factory. The last batch of 
i 96 bogies was despatched to 
[Taiwan in May 1975. Passen- 
j'ger coaches have been export- 
led to Zambia and Philippines. 
[Zambia has so far received 
(Only 6 coaches and Philip¬ 
pines 5 sleeper and 25 day 
iseater coaches. The coach 
jfactory of the Railways is 
,$t present engaged in pro¬ 
ducing coaches for export to 
Philippines and Tanzania. 

I 

{Export of Refractories 

4 India's exports of refrac¬ 
tories and processed minerals 
.recorded a substantial increase 
from Rs 4.6 crores in 1973-74 
Jto Rs 8.5 crore in 1974-75. 
Jin this group, items which 
made satisfactory progress are 
fireclay bricks and shapes, 
•bentonite, barytes, kyanite and 
•calcined magnesite. The ex¬ 
ports of fireclay bricks and 
shapes rose from Rs 1.3 lakhs 
Jto Rs 4.9 lakhs, bentonite 
from Rs 20 lakhs to Rs 90 
^ftakhs and barytes from Rs 1.6 
tlakhs to Rs 3.7 lakhs, kyanite 
from Rs 9.7 lakhs to Rs 1.6 
jcrores and calcined bauxite 
from Rs 60 lakhs to Rs 80 
lakhs. However, there has 
'been a marginal decline in the 
exports of steatite block. 
iThere was some fall also in 
$tbe exports of eillimanite and 
Calcined bauxite. 

^Stability of Grain Prices 

\ The government has pro- 

B sed to step in to prevent 
[1 in prices of agricultural 
products wherever they tended 
[to crash to uneconomic levels. 
rCurrently, however, there is no 
*6uch situation, agriculture 


prices of all esential goods 
are at reasonable levels and 
that all grain offered at pro¬ 
curement price will be pur¬ 
chased. He explained that 
the continuing fall was really 
in the nature of a process of 
normalisation, since prices 
had gone up too high. He 
said that every effort will be 
made to maximise purchases 
of food grains. 

About procurement he in¬ 
dicated that target for rice has 
already been achieved. There 
is now need for a large 
enough buffer stock for which 
a beginning has already been 
made. The committee was 
assured that small and margi¬ 
nal farmers get a greater share 
in the cooperative credit. He 
drew the attention of the 
members of the decisions 
taken in the conference of 
chief ministers on land re¬ 
forms and rural credit. 

Leipzig Fair 

India will participate in the 
Leipzig Spring Fair to be held 
from March 14, to 21. The 
fair is expected to attract 
more than 9,000 exhibitors 
from 60 countries. Leading 
manufacturers and exporters 
from nearly all socialist coun¬ 
tries, from developing nations 
and all major countries from 
Europe will take part in the 
fair. Many countries had 
booked space for official in¬ 
formation stands, including 
France, Britain, Italy, Austria, 
Belgium, Japan, Holland, the 
US and Australia. 

Exports to Indonesia 
and Australia 

There may be a five-fold 
increase in engineering exports 
to Australia within the next 
three years. At present ex- 


Indonesia and Australia 9 ’. He joint venture projects with 
revealed that a two-member Indian entrepreneurs, 
expert delegation from Aus¬ 
tralia would be arriving short- Referring to Australia, he 
ly to identify specific areas said that Indian engineering 
and products for imports to goods were in an adv&8t~ 
this country. Mr Khosla poin- ageous position as the? si¬ 
ted out that this country tracted only 11 per cent 
needed to concentrate efforts tariff in that country. A % 
on export to Australia and opposed to this, goods from 
Indonesia. Europe were faced by a 21 

per cent tariff restriction. 

The target for annual ex- Thus export prospects for 
ports to Indonesia has been steel, steel castings and pumps 
pegged at Rs 40 crores for were good. Mr Khosla stated 
next three years against the that in Australia he tried to 
present modest figure of Rs 8 stress the fact that Indian 
crores. India, he felt, had producers wanted tocomple- 
established its industrial capa- ment to manufactures there 
bility to other countries by its rather than compete with 
atomic device explosion, them. 

SHRIRAM BEARINGS LIMITED 

General notice is hereby given to the members of the 
public In terms of Rule 4-A of the Monopolies and 
Restrictivs Trade Practices Rules. 1970 that the Com* 
pany Intends to maks an application to the Central 
Government in the Department of Company Affairs, 
under section 22 of the Monopolies and Restrictive 
Trade Practices Act, 1969 about its proposal for the 
manufacture of following items by establishing a 
new undertaking In the Industrially backward area 
of Aurangabad (Maharashtra) : 

Item proposed for manufacture Quantity par annum 
(i) Quinolphos 300 M. Tonnes 

(II) Enol Phosphate Group of 

Pesticides 300 M. Tonnes 

(ill) Benzaldehyde 50 M. Tonnes 

(iv) Para-NItro Benzoic Acid SO M. Tonnes 

(v) Pesticide Formulations In the 
following quantities 

—Dusting Powders 10,000 M. Tonnes 

—Wettable Dusting Powders 4,000 M. Tonnes 

—Em ulslf table Concentrates 1 500 K. Litres 

Granules 1,000 M. Tonnes 

Any person interested in the matter may, if ha so 
desires, Intimate to the Central Government in tho 
Department of Company Affaire within fourteen days 
from the date of publication of this notice, his view* 
with regard to the above proposal and also tho 
nature oil his interest therein. 

R«gMmd Office : MW QHAtt 

D. C. M. PremitM, MsncflHtf CMnttor 

Bars Hindu Rao, Dalhl-HOOO*. 
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AFFAIRS 


Coramaadd Fertilisers 

Coromandel fbkiiuhm he* 
reported excellent working 
results during tbe yeqr ended 
Decembes 31 , 107$, with sales 
end profits recording impres¬ 
sive improvement? over the 
precetfjing yegr. The equity 
dividend too has stepped up 
steeply to 22 per cent as 
against 12 percent paid for 
1974. Out of the proposed 
dividend 12 per cent will be 
paid immediately while the 
balance will be paid on a 
deferred basis. It has also 
been indicated that the whole 
of the dividend will not be 
subjected to deduction of tax 
at source following the recent 
judgments of the Supreme 
Court and the Andhra Pra¬ 
desh High Court. 

Sales during the year shot 
up to Rs 47.84 crores from 
Rs 43.73 crores while gross 
profit recorded a smart rise to 
Rs 17.59 crores from Rs 13-66 
crores in 1974. Out of the 
gross profit, the directors have 
appropriated a sum of 
Rs 5.11 crores to depreciation 
reserve as against Rs 4.66 
crores while the allocation to 
development rebate reserve 
was reduced to Rs 4.71 crores 
from Rs 6.75 crores in 1974. 
A sum of Rs 7.77 crores was 
transferred to general reserve 
as compared to Rs 2.25 crores 
in the preceding year. The 
amount required for payment 
of dividend is Rs2.11 crores 
and will be paid out of the 
profits for the year retained in 
general reserve. 

Indian Aluminium 

The Board of Directors of 
Indian Aluminium Company 
Limited, have recommended 
payment of a dividend of 
Rs 1.63 per fully-paid ordin¬ 
ary share. This dividend will 
be disbursed in accordance 


with the provisions of the 
Companies (Temporary Re¬ 
strictions qn Dividends) Act 
1974, as applicable, that is. 
Re 0.90 per fully-paid share 
as immediate dividend and 
ti)e balance of Re 0.70 per 
fully-paid share in two equal 
instalments of Re 0.35 per 
fully-paid share on July 5, 
1076 and July 5,1977, together 
with statutory interest on the 
net. amounts of the deferred 
dividends. Iq respect of 
partly-paid Ordinary Shares, 
the above dividend will stand 
reduced in proportion to the 
amount paid up on the date 
of declaration. The Directors 
have also recommended a 
dividend of Rs 6.25 per pre¬ 
ference share. 

With an improvement in 
power supply, Indal was able 
to increase its production of 
metal during 1975. Primary 
cold metal production by the 
Company in 1975 was 77,975 
tonnes as compared with 
66,935 tonnes, in 1974. Indal’s 
sales, including excise duty, 
totalled Rs 894.5 million in 
1975 compared with Rs 673.0 
million in 1974. Profit before 
provision for taxes and trans¬ 
fer to development rebate 
reserve was Rs 87.1 million 
as compared with Rs 60.0 
million in 1974. Net profit 
after taxes and development 
rebate reserve wtfs Rs 44.5 
million as against Rs 34.0 
million. 

Higher excise duties and 
increases in basic selling prices 
arising out of increased power 
costs and other adjustments 
linked to the new pricing and 
distribution policy for alumi¬ 
nium, introduced by govern¬ 
ment in July 1975, have led 
to a softening in the demand 
for commercial and household 
uses of aluminium. Sales of 
electrical conductor grade 
metal, on the other hand. 


have been dependent on fund* 
allocated by government fo r 
the country’s power trans* 
mission and distribution pro¬ 
gramme. Primary producers 
have thus been faced with 
severe liquidity and other 
problems associated with 
steadily increasing inventories. 
As a temporary measure, gov¬ 
ernment has recently permit¬ 
ted exports on a limited scale. 

The Company’s Annual 
General Meeting will be held 
on April 23, 1976. The com¬ 
pany’s register of members 
and share transfer registers 
will be closed from April 1 
1976 to April 23, 1976, both 
days inclusive. 

Indian Petrochemicals 
Corp. 

Indian Petrochemicals Cor¬ 
poration has reported signifi¬ 
cant improvements in its 
working results during the 
year ended March 31, 1975. 
Sales multiplied more than 
five times, jumping from 
Rs 5.22 crores to R$ 27.48 
crores. The working of the 
company during the year has 
resulted in a gross profit of 
Rs 10.89 crores. After pro¬ 
viding Rs 2.83 crores for de¬ 
preciation and Rs 0.04 crore 
for development rebate re¬ 
serve, the disposable surplus 
amounted to Rs 8.02 crores. 
After adjusting the carry for¬ 
ward loss of Rs 7.78 crores, 
the balance of Rs 0.24 crore 
has been carried to the gene¬ 
ral reserve. No provision has 
been made for taxation as no 
liability is anticipated on this 
account. Since the surplus is 
marginal, no dividend has 
been proposed. 

Production of DMT, Or¬ 
thoxylene and mixed-Xylenes 
during the year was 13,344 
tonnes, 7,898 tonnes and 1,533 
tonnes respectively as com¬ 
pared to the previous year’s 


figures of 5,169 tonnes, 7,92“ 
tonnes and 1,928 tonnes 
Sales during the year amount* 
ed to DMT-12,174 tonnes: 
Orthoxylene - 6,551 toqnes 
mixed-Xylenes- 1,677 tonnes 
The company has been abU 
to meet the entire domestic 
demand for the products. 

During the year undei 
report alf the units of the 
aromatics plant have beet) 
operated. In the case of the 
DMT unit it could be de¬ 
monstrated during the year 
that, given the uninterrupted 
availability of utilities and the 
supply of the main raw 
materials, namely Paraxylenq 
and Methanol, full utilisation 
of rated capacity was achiev¬ 
able. The propane refrigera¬ 
tion compressor, which was 
commissioned after repairs in 
March 1974, has been operat¬ 
ing satisfactorily. A stand-by 
compressor has been ordered. 
The Orthoxyiene and Para¬ 
xylene units have also been 
shown to be capable of opera¬ 
ting at a high percentage ofj 
rated capacity and steps are 
being taken to further increase 
capacity utilisation. 

The projects approved for 
implementation by the com¬ 
pany continued to progress 
during the year. The expen¬ 
diture up to 1973-74 was 
about Rs 31.66 crores include 
ing Rs 21.25 crores incurred! 
in 1973-74. The activities on 
the projects gained momentum 
in 1974-75 and the expendi-| 
lure incurred in that year was 
about Rs 43.5 crores. Further 
increase in the momentum is 
expected in 1975-76 and the 
expenditure on the projects is 
likely to be approximately 
Rs 100 crores. 

The projects being im¬ 
plemented involve a consider¬ 
able amount of indigenous 
design and detailed engineer¬ 
ing as well as purchased 
equipment and construction 
on a very large scale. This 
necessitates detailed planning 
in their execution. 

Feasibility reports./or the 
manufacture of polyvinyl 
chloride and acrylates hayej 
been submitted to the govern¬ 
ment. Feasibility studies fori 
the manufacture of Propylene ? 
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q oxide/Glyco! and Toluene ex- 
1 traction are under prepara- 
p tion. 

b The R & D department 
r has made contribution to the 
\ improved functioning of the 
• aromatics plant. Work has 
' been in progress on the utili- 
1 sation of by-products and 
1 recovery of higher value 
material. Civil works on the 
first phase of the building for 
»the Research & Development 
Centre were completed during 
the year under report. Fur¬ 
nishing of the laboratories and 
installation of utility lines are 
in progress. 

Mahindra and Mahindra 


The recession in automo- 
.Ibile industry has hit hard the 
^performance of Mahindra and 
|SMahindra Ltd during the year 
# ended October 31. 1975. 

^Although sales were a shade 
jhigher at Rs S6.83 crores as 
. against Rs 56.25 crores, gross 
Nprofit declined to Rs 2.27 
1 jerores from Rs 2.93 crores in 
i973-74. Notwithstanding the 
petback in profits and proiit- 
jtabity the directors have step- 
jped the equity dividend to 10 
J(per cent for 1974-75 as against 
jjnine per cent paid in the pre- 
acting year. Out of the pro¬ 
posed dividend four per cent 
Iwill be paid immediately while 
Jjthe balance will be paid on a 
Referred basis. 

) 

\* The directors have main¬ 
tained the appropriation to 
^depreciation reserve at Rs 113 
'lakhs while taxation claimed 
(jRs 19 lakhs as against Rs 30 
lakhs in 1973-74. No pro¬ 
vision has been made for con¬ 
tingency reserve as against 
Rs 4 lakhs provided previ¬ 
ously. After adjustments 
there is a disposable surplus 
roRs 120 lakhs as compared 
«o Rs 168 lakhs in 1973-74. 
tout of this, a sumofRs 12 
lakhs was allocated to deve¬ 
lopment rebate reserve while 
jthe balance of Rs 108 lakhs 

( las been transferred to gene- 
al reserve. 


, While the measures taken 
by the government have been 
singularly effective in curbing 
;he inflationary trend, the 


rigid control oil the expansion 
of money supply in the coun¬ 
try, high interest rates, con¬ 
traction of expenditure on 
non-development account as 
well as severe ourbs on deve¬ 
lopment expenditure and 
virtually no large-scale pur¬ 
chases of consumer durables 
have led to the inevitable re¬ 
sult of causing a demand re¬ 
cession in many industries. 
The impact has been particu¬ 
larly noticeable in the auto¬ 
mobile industry, the off-take 
of whose products was further 
affected adversely by the high 
price of petrol brought about 
by steep increase in prices of 
crude at well as heavy govern¬ 
ment taxation. 

Despite these adverse cir¬ 
cumstances, the company sold 
9,731 Jeep vehicles in the year 
under review, compared to 
the sales of 12,028 vehicles in 
1973-74. Problems resulting 
from lower sales were met by 
strict economy measures and 
by rationalizing the structure 
of management. To meet the 
changing pattern of demand, 
greater emphasis was placed 
on research and development 
activities, which enabled the 
company to introduce the first 
diesel truck in the market in 
early 1975, followed by the 
introduction of the diesel Jeep 
in September, 1975. 

In spite of the recessionary 
conditions, the steel division 
has been able to show im¬ 
proved performance during 
the year under review, while 
sales of the instrumentation 
division were maintained at 
the previous year’s level. The 
electronics division has com¬ 
menced commercial produc¬ 
tion of capacitors at Nasik, 
and the production of poten¬ 
tiometers and connectors is 
due to commence later during 
the current year. The machine 
tool division has fared fairly 
well, adding several new 
local and foreign equipment 
lines to the portfolios of 
agencies handled by it. 
Exports have declined from 
Rs 360 lakhs in the pre¬ 
vious year to Rs 160 lakhs 
due mainly to curtailment of 
vehicle purchases by UNICEF 
and WHO in India, following 


the steep increase in the price 
of petrol. 

Gujarat Machinery 

The Oujarat Machinery 
Manufacturers, a major pro¬ 
ducer of industrial machinery 
is one of the few engineering 
units which has fared well 
notwithstanding recession in 
the economy. Its sales have 
expanded to Rs 2.94 crores 
during the Year ended Septem¬ 
ber 30, 1975 from Rs 2.40 
crores in the preceding year 
while gross profit too mounted 
up to Rs 38.66 lakhs from 
Rs 29 33 lakhs in 1973-74. 
The directors have recom¬ 
mended a higher equity divi¬ 
dend of 12 per cent for 1974- 
75 as against 10 per cent paid 
in the preceding year. The 
company has developed a new 
frit which can withstand tem- 
parature beyond 240 degree 
centigrade. In the industrial 
machinery section it now 
manufactures sophisticated 
machinery such as heat ex¬ 
changers, driers and process 
equipment for polymer and 
other fibre plants. 

Jg Glass 

Ballarpur Industries has se¬ 
cured the MRTP clearance for 
acquiring 51 per cent of the 
equity shares of Jg Glass In¬ 
dustries Limited, Pimpri. Be¬ 
sides they have agreed to 
assist the Jg Group both 
financially and with manage¬ 
ment expertise. As a result 
the company will be deriving 
considerable benefits by its 
close association and assist¬ 
ance from a leading industrial 
group such as the Ballarpur 
Industries. 

The company produced 
59.88 million vials during the 
year ended June 30, 1975. 
But for the power cut, which 
at times was 50 per cent, the 
company's performance would 
have been much better. 

It is heartening to note that 
the third I.S. machine has also 
been commissioned and the 
very commissioning of this 
machine will increase its pro¬ 
duction capacity by a straight 
50 per cent. The impact of 
full production of all the three 
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machines will be foefe&ssngl:) 
•felt both during the current 
y&r and in the yews to come. 
With the assurance from the 
government for the flow of 
continued power supply for 
its full requirements and with 
the installation of a second 
stand-by imported generating 
set the company looks for¬ 
ward to substantial improve¬ 
ments in its performance m 
the coming years. 

Usha Martin Black 

Usha Martin Black (Wire 
Ropes) Limited, south east 
Asia’s largest manufacturer 
and exporter of steel wires and 
wire ropes, has bagged the 
Regional Exporter’s Trophy 
1974-75 in the eastern region. 
The trophy was presented by 
Prof. D.P. Chattopadhyay, 
union minister for Commerce 
at a formal function of the 
Engineering Export Promotion 
Council held in New Delhi 
recently. 

During the past 10 years, 
UMB has exported its pro¬ 
ducts to more than 40 coun¬ 
tries including countries such 


NOTICE 

General Notice is hereby given to 
membeis of the public under Rule 
4A of the Monopolies & Restrictive 
Trade Practices Rules, 1970 that 
WIMCO LIMITED, intends to make 
an application to the Central 
Government under Section 21 (1) 
of the Monopolies & Restrictive 
Trade Practices Act, 1969 of their 
proposal for the manufacture of 
Meat Products. 

Any person interested in the matter 
may, if be so desires, intimate to the 
Central Government in the Depart¬ 
ment of Company Affairs, Ministry 
of Law, Justice & Company Affaire, 
within fourteen days from the date 
of Publication of this Notice, his 
views, if any, with regard to the said 
proposal of the Company as also the 
nature of the interest therein. 

For WIMCO LIMITED 

M. V. HATE 
Director & Secretary 

Registtred Office : 

Indian Mercantile Chambers, 

Nicol Road, Ballard Estate, 
Bombay-400 038. 
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“th* ■ UK * USA* the 
USSR, Jugoslavia and Aus¬ 
tralia* The company's pro¬ 
ducts have been recognised 
in international market for 
their quality. More tnan 60 
per cent of its wire rope pro¬ 
duction was exported in 1974. 
In order to keep abreast with 
the latest technology, it has 
promoted a research insti¬ 
tute—Usba Scientific Research 
Institute. 


A look into the past per¬ 
formance of the Company 
would convince that there has 
been a commendable rise in 
its exports—from Rs 1.37 
crores in 1973 to Rs 4.70 
crores in 1974. The target 
for 1976 has been pitched high, 
hoping to reach over Rs 6 
crores following diversification 
programme undertaken by the 
company. The company has 
bagged an order in 1975 for 
Rs 45 lakhs approximately 
from a Yugoslavian firm for 
supply of transmission wires 
to a third country—Zambia- 
on deferred payment basis. It 
hopes to secure similar ordeis 
from other developing coun¬ 
ties too. 


The company has been 
recognised as an Export House 
and as such it, besides its own 
products, also exports pro¬ 
ducts of other manufacturers, 
like chemicals, ready-made 
garments, castings, etc. 

News and Notes 


Gwalior Rayon and Hindus¬ 
tan Alnmininm Corportion 
will jointly participate in a 
Rs 25-crore caustic soda- 
chlorine projects to be set up 
in the joint sector in Bihar. 
The Bihar State Industrial 
Development Corporation on 
the one hand and Gwalior 
Rayons and HINDALCO on 
the other, will be equal part¬ 
ners in the project and both the 
sides together will hold about 
51 per cent of the capital of 
the new company which will 
implement the project. The 
remaining 49 per cent of the 
capital will be offered to the 
public. 

The sale and repurchase 
prices of the units of the Unit 
Trust of India were raised by 
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20 paise eaoh to Rs 10.95 and 
Rs 10.65 per unit respectively 
with effect from March 2. 

Mr N. F. Cope has been 
appointed Managing Director 
of Goodyear India replacing 
Mr Parks Chrestman, who has 
left India to take up an assign¬ 
ment with Goodyear Interna¬ 
tional Corporation, 


Mr. Cope joined Goodyear 
Canada in 1949. He has held 
a number of top financial 
positions in Goodyear com¬ 
panies in Argentina, Philip¬ 
pines. Great Britain, Australia 
and Brazil. Mr Cope was 
Goodyear India’s Finance 
Director from 1962-64. Until 
this new appointment, Mr 
Cope was also the Comptroller 


of Goodyear Internationol 
Corporation. 

The Garment Exporters As¬ 
sociation organised a three-day 
Indian Garment Fair 1976, at 
Ashoka Hotel from March 5 
to March 7, 1976. The fair 
was inaugurated by Begum 
Abida Ahmed. The fair is 
designed to promote the ex- 


IMPORTANT JOURNALS FOR EXPORTERS 

Advertise your goods for export in these journals and also subscribe 
to them : 

JOURNAL OF INDUSTRY AND TRADE : Anjillustrated monthly 
mainly devoted to the promotion of India’s export trade and projecting 
the image of the country’s growing industrial potential and technology. 
INDIAN EXPORT SERVICE BULLETIN ; A weekly publishing 
global tender notices, trade enquiries and information on market potential 
for Indian goods abroad and important changes in trade control and 
tariff regulations. A Mid-Week Supplement is also issued on every 
Wednesday. 

ECONOMIC AND COMMERCIAL NEWS : A weekly containing 
vital information on the latest developments in export marketing, 
industrial growth, scientific research, (product development) quality 
control, etc. (only for subscription.) 

UDYOG VYAPAR PAT RIKA : An illustrated Hindi Journal devoted 
to industrial development and export promotion. It carries interesting 
features on current national and international economic events 

Annual subscription rate of the above journals (including postage) is 
Rs. 22/-, 75/-, 30/- and 12/- respectively which may be remitted through 
Crossed Bank Drafts/Indian Postal Orders/M.O. in favour of “Director, 
Exhibitions and Commercial Publicity”. 

For further details please contact : 

DIRECTOR, 

Exhibitions and Commercial Publicity, 

Ministry of Commerce, 

Government of India. 

Udyog Bhavan, New Delhi-110011. 

davp 78/MI. 
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S! port of autumn/winter gar- 
■? ; meats. So far, India's garment 
1 evports have been predomi- 
I nant for summer/spring season. 


jf j Though our country was a 
i| j late starter in the export of 
<4 apparel yet it has carved a 
!) pride of place for itself in the 
1 ! international markets. The 
11 ever-increasing demand for 
;]. Indian garments abroad is an 
1 j encouraging sign. The gar- 
tj ment exports, it is heartning to 
14 note have made a big leap for- 
i \ ward in recent years. From neg- 
' 8 |ligible figures, regular exports 
J j are expected to reach Its ISO 
crores during 1975-76 and 
1 there is every possibility of the 
£ * * shipments crossing the Rs 200 
crore mark during 1976-77. 
3 The garment manufacturers 
X, are hopeful of hitting the 
| c Rs 1000 crore mark by 1980. 
t|This may sound somewhat 
f%ver-ambitious but the target 
: r?should be taken rather as an 
^indication of the immense 
I® potentiality which ready-made 
r.*gaiments already hold in over- 
'Tseas markets than as a firm 
^-commitment. 
p 

,pj The garment industry has 
^pleaded for the abolition of 
•ipexcise duty on ready-made 
Ip garments and for the liberali- 
tnsation of imports of modern 
^machinery and equipment. If 
jixthe plea made by the industry 
fwfor these incentives are provi- 
jhlded, it will go a long way in 
pfbuilding up the markets for 
jj Indian garments, whether 
g cotton, woollen or blended 
^fabrics, 
ki 

It New Issues 


A new Rs 5.42-crore project 
is being set up in the Canna- 
Hj nore district of Kerala for the 
U manufacture of aluminium 
^ electrolytic capacitors. It has 
been undertaken by the 
1 ^ Keltron Component Complex 
^promoted by the Kerala 
q Electronic Development Cor- 
l^ poration (KSEDC). The com- 
j^pany holds an industrial lie- 
IJ ence for producing 18 million 

f capacitors per annum on the 
^condition that 75 per cent of 
the production would the 
exported for a period of five 
•years. 

ti The company has entered 
chinto a technical collaboration 


and purchase fyreements with 
N. V. Spragup Electromag. 
Belgium, a subsidiary of 
Sprague Electffe Company of 
North Adams, Massachusetts, 
USA. About 60 per cent of 
the production capacity is 
proposed to be sold to Elec¬ 
tromag. 

Commercial production is 


expected to commence towards 
the end of 1976. The capital 
outlay of Rs 5.42 crores is 
proposed to be met by equity 
and preference capita! (Rs 1.63 
crores), privately placed de¬ 
bentures with LIC and UTI 
(Rs 60 lakhs) and term loans 
(Rs 3,19 crores). The pro¬ 
moters will take up equity 
shares of Rs 73 lakhs. The 


company will issue soma time 
next month 7 latch equity 
shares of Rs 10 each and 
20 , 000—11 per cent redeem¬ 
able cumulative 4 preference, 
shares of Rs 100 each at par. 
The entire public issue will be 
underwritten by financial 
institutions, including insu¬ 
rance companies. 

Transformers and Electricals 




• Indian Agricultural Atlas Rs. 90.00 

• Statistics of Mines in India 

Vol. I—Coal 1971 Rs. 68.00 

a Aerologies! tats of India 

July 1969 Rs. 45.00 

August 1969 Rs. 45.00 

• Civil List of Indian Forest Service 

(As on 1st Januij^y, 1975) Rs. 29,75 

• Indian Customs Tariff 
(Working Schedule) 

(As on 11.8.1975) Rs. 27.00 

• Civil List of Indian 
Administrative Service 

(As on 1st January, 1975) Rs. 26.50 

0 The Corps of Indian 

Engineers 1939-1947 Rs. 22.00 

a Aircraft Manual India 

Volume -1. A compilation of the 

legislation and rules governing 

civil aviation in India. Rs. 16.00 


(for both vols) 

Volume-II. Multilateral instru¬ 
ments in regard to international 
civil aviation (Revised ed. corrected 
upto 31st August, 1975) 


> Hand book on Training Facilities 
in Institutional and In-Plant 
Training 

a Orissa Rs. 12.50 

a Delhi R$* 11.50 

Bulletin on Rice Statistics in 
India (District-wise) - *^ ZZZ R $- 6.25 

Indian Forest Statistics ; 

1960-61 to 1962-63 a Rs. 6.00 


a Records of the Geological 
Survey of India,<ML£~, 

Vol. 98. Pt. 2, Papers. Rs. 5.50 
a Safety*in RicejMills Rs. 3.75 

• Exhaust Ventilation for Dust 

and Fume Control Rs. 3.35 


• Pamphlet for Assistant Giade 

Examination, 1975 Rs. 2.00 

Rules/Question Papers 

a Pamphlet for Indian Military 
Academy Examination, April 1974, 
Rules/Question papers Rs. 2.00 

a Pamphlet for National Defence 

Academy Examination, Rs. 2.00 

May 1975, Rulcs/Question Papers 

# Pamphlet for Special Class 
Railway Apprentice 
Examination, 1974, Rules/ 

Question Papers Rs. 2.00 


Available from all authorised selling agents 

FOn cash sale 
KITAB-MAHAL 


Unit No. 21, State Emporia Building, 
Baba Kharak Singh Marg, 

New Delhi (Phone : 343708) 

GOVT. OF INDIA BOOK DEPOT 

8. K. S. Roy Road, Calcutta-700001 
(Phone : 233813) 


GOVT. OF INDIA BOOK DEPOT 

Ground Floor, New C.G,0. Building, 
New Marine Lines, Bombay-400020 

DEPARTMENT oe publications 

SALE COUNTERS IN NEW DELHI 


UDTU6 BHAVAN (Phone : 372082) 
DEPARTMENT OF PUBLICATIONS 
CIVIL LINES, DEHI-110054. 

C.B.R. BUILDING, BAHADUR SHAH 
ZAFAR MARG 



NOTE 

Postal Charges extra for 
mall orders below Rs. 5 /- 
In India @ 20% of coat. 
Registration Charges extra 
If supply is desired by 
regd. post, 

davp 75/580 
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dividends 


tpthsrpubfic, 8,55,052 equity 
; 6ba»4 of -Re 10 at per. Tin 
tope it being made to finance 
a part of the Rt 5.64-crore 
expansion programme. The 
company hat been promoted 
by the government of Kerala* 
Kerala State Industrial Deve¬ 
lopment Corporation Ltd and 
Hitachi Ltd. Hitachi is the 
technical collaborator and as 
per the terms to the collabora¬ 
tion agreement the share in 
the equity will be to the extent 
of 26 per cent of the total 
paid-up capital. Telk is 
manufacturing since May, 
1966 at its plant at 
Angamally (Kerala) power 


transformers , and ft has al¬ 
ready expanded the capacity 
to .take up (he manufacture of 
transformer components, 
namely, bushings nod on-load 
tap changer, enrrent trans¬ 
formers and potential trans¬ 
formers. The company’s 
expansion is expected to be 
completed by the second 
quarter of 1976. The directors 
are of the opinion that bar¬ 
ring any unforeseen circums¬ 
tances, the profit accruing 
from the existing and the new 
plants would enable the com¬ 
pany to pay reasonable divi¬ 
dends on the entire equity 
capital, as proposed to be 
increased. 


Name of the 


Year Ended 


(Per cent) 

Equity dividend 
declared for 
Corrent Previous 


company 



year 

year 

HIGHER DIVIDEND 





Hercules Hoists 

August 31, 1975 

13.0 

9.0 

Walchandnagar Industries Septr. 

30, 1974 

12.0 

7.7 

Vaikundam Rubber 

December 31. 1975 

16.0 

12.0 

Emco Transformers 

Sept. 

30, 1975 

10.0 

5.0 

Indian Aluminium 

December 31, 1975 

16.0 

90 

Fort Gioster industries 

March 

31, 1975 

12.0 

Nil 

Gramophone Co. 

June 

30, 1975 

21.0 

12.2 

Panchura Estates 

June 

30, 1975 

5.0 

Nil 

SAME DIVIDEND 





Davangere Colton Mills 

March 

31, 1975 

12.0 

12.0 

Cowcoody Estates 

June 

30, 1975 

12.0 

12.0 

REDUCED DIVIDEND 





Deccan Sugar & Abkhari 

May 

31,1975 

Nil 

12.0 










RECORDS 

AMD 

snmsncs 


tcMOBjc Su rrey: 
1975-76 

The pre-budget Economic 
Survey for 1975-76, presented 
to Parliament on March 8, 
1976, by the Finance minister, 
Mr C. Subramaniam, strikes 
an optimistic note in assess¬ 
ing tho outlook for the next 
financial year. 

The Survey notes the exem¬ 
plary way the country has 
tackled successfully the grave 
economic crisis of 1972-74 
characterised by stagflation 
and points out that such 
positive developments as the 
declining trend in prices, the 
favourable prospects for 
economic growth m the cur¬ 
rent year and the much greater 
emphasis on economic disci¬ 
pline since the government 
launched the New Economic 
Programme, have now cleared 
the decks for the pursuit of 
a more purposeful growth- 
oriented strategy in the coming 
year. 

The Survey describes the 
•ustained declining trend in 
the general price level as the 
“most significant achieve¬ 
ment” during the current year. 
It notes that the wholesale 
price index for the week ended 
February 14, 1976 shows a 
fall of 8 per cent as compared 
to the level 12 months ago. 
Similarly, the latest available 
consumer price index for 
December 1975 shows a fall 
of 6.1 per cent compared to 
the index in December 1974. 


Listing the positive achieve¬ 
ments of 1975-76 the Survey 
forecasts that national income 
would rise by 5.5 per cent in 


eastern economist 


the current year, savings ratio 
and investment rate would be 
higher, total production of 
foodgrains would be close to 
the target of 114 million tonnes 
and industrial production 
would record an increase, of 
4.5 percent. It also notes the 
improvement in the perfor¬ 
mance of the central public 
sector undertakings whose pre¬ 
tax net profit jumped to 
Rs 312 crores in 1974-75 
compared to Rs 148.7 crores 
earned in 1973-74. 


The Survey records the 
buoyancy in the revenue 
collection and market borrow¬ 
ings and the success of the 
Voluntary Disclosu and mar¬ 
ket borrowings and the success 
of the Voluntary Disclosuer 
Scheme. But notwithstanding 
these improvements, the 
Survey observes that taking 
into account five instalments 
of additional dearness altb- 
wance sanctioned during the 
year to government employees 
and increase in development 
outlays in the post-budget 
period, the deficit in the cen¬ 
tral budget for 1975-76 is 
expected to be higher than 
envisaged earlier at Rs 247 
crores. 


Investment Front 

The Survey refers to the 
improvement in the price 
situation and expresses the 
opinion that government could 
take some measures in step¬ 
ping up the Plan investment 
in 1976-77 without undermin¬ 
ing the price stability. It also 
stresses the need to take 
advantage of the encouraging 
trends in the procurement of 
foodgrains and the comforta¬ 
ble foreign reserve position 
for taking some well calcula- 




ted risks in a?m«jorg0umat of 
the investment front; 

The Survey, however/warns 
that industrial growth rate 
cunnot be stepped up simply 
by relaxation of fiscal and 
monetary discipline even 
though these policies have to 
respond quickly to changes in 
basic economic conditions . A 
viable strategy for sustained 
growth of industrial produc¬ 
tion must involve an increase 
in investment, improvement 
in agricultural productivity 
and the more determined ex¬ 
port drive. 

Discussing the prospects for 
agricultural output for 1976- 
77 the Survey states that the 
all-round improvement in 
supply of vital inputs as 
power, fertilisers and high 
quality seeds should augur 
well for the growth of agricul¬ 
tural production in the coming 
financial year. 

The Survey expects that 
these encouraging develop¬ 
ments will be further supple¬ 
mented by the successful 
implementation of the target 
of 5 million hectares of addi¬ 
tional area under major and 
medium irrigation, expansion 
of rural electrification and 
further utilisation of water 
potential by expeditious settle¬ 
ment of inter-state water 
disputes. 

Industrial Growth 

The Survey points out that 
the rate of growth in indus¬ 
trial production would have 
to grow more than twice as 
fast as in the last 10 years if 
the country has to sustain an 
overall rate of economic 
growth of 5.5 to 6 per cent. 

Identifying^the areas which 
need sustained efforts to im¬ 
part dynamism to the coun¬ 
try’s growth prospects the 
Survey enumerates them as a 
progresssive increase in the 
'rate of domestic savings; a 
more vigorous programme 
for export promotion and 
efficient import, substitution; 
increased production and snore 
effective arrangements ; for 
equitable distrib^l^'d^^^^ 



shire 
of economi 

The Survey points out that 
although the mass poverty 
that prevails in our country 
cannot be removed in a short 
period of time, yet given the 
necessary political wilt and 
exercise of strict economic 
discipline, we can hope to 
soften considerably the harsh 
contours of extreme poverty. 
In this context the Survey 
urges that it is necessary to 
build on the positive results 
achieved in 1975-76 particu¬ 
larly after the launching of the 
New Economic Programme 
so as to work out a compre¬ 
hensive medium term strategy 
for self-sustained growth. 

Favourable Trends 

The Survey notes that the 
economic performance in 
1975-76 was facilitated to a 
considerable degree by favour¬ 
able weather conditions. In 
this context the Survey warns 
that the present favourable 
trends in the economy should 
not lull us into any false 
sense of complacency about 
the magnitude of the task that 
lies ahead in our quest for a 
more dynamic economy. 

* 

The Survey lays great stress 
on the fact that the removal 
of the wage goods barrier to 
accelerated growth is vitally 
linked to the performance of 
our agricultural sector. It 
emphasises that an effective 
solution to the problems of 
rural poverty and under* 
development can be found 
only in the framework of an 
integrated strategy for rural 
development based on detai* 
led analysis of local needs, 
resources end potentialities. 

Emphasising the need for- 
strengthening of arrangements 
for production and procure* 
ment of foodgrains, the Survey 
warns that in the light of re* 
cent trend* in world produc* 
tion anti'-;trade in foodgrains, 
cessivereliance on imports 
jhe; discouraged. A$ a. 
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programme for fox 

E 't of nxybr com- 
i, the progressive 

a variant in production 
the provision. 
i of appropw M e economic in¬ 
centive* for : it* adoption by 
• the funerifl 


serious attempt has beeo made 
to straamline export poiioies 
«n4 proooduwi, the Survey 
emphasises font much remain* 
to be done so m to ensure 
that growth at new capacities 
far export proceeds at an ade¬ 
quate pose. 

The Survey to the success 
of the government’s anti* 


inftatiooary policy, resulting 
in a sustained declining trend 
in the general prise level, as 
tiM most significant achieve* 
meat during the year. The 
success is all the more praise* 
worthy, according to the 
Survey, as it has been achie¬ 
ved despite a severe deteriora¬ 
tion in our terms of trade 
since 1973 due to sharp in¬ 


creases in import prices off 
sucdt sensitive products as i 
fuel, food and fertilisers. The i 
Survey’s assessment is that i 
price stability is likely to be 
accompanied by a substantial : 
improvement in the overall , 
rate of growth of the economy ! 
in 1975-76. It also highlights h 
the many gains due to the 
growing emphasis on strict 


Public Savidga 

The Survey emphasises the 
need to augment public sav¬ 
ins and in this connection 
refers to the need to earn a 
high rate of return on invest¬ 
ment in the public sector 
through efficient utilisation of 
available capacities supple¬ 
mented by more rational pric¬ 
ing policies. It stresses that 
the acceleration of economic 
growth in a regime of price 
stability in the year to come 
is crucially dependent on our 
ability to work out new 
strategies for mobilising de- 
mestic savings, for reduced 
incentives for generation of 
block money, ana for encou¬ 
raging greater plough back of 
surplus incomes into socially 
productive channels. 

The Survey suggests that in 
planning for faster industrial 
growth we must take note of 
the fact that the first phase of 
import substitution having 
heed completed a substantial 
increase in industrial produc¬ 
tion can be secured largely 
on the basis of high demands 
for mass consumer goods— 
made possible by higher agri¬ 
cultural productivity and 
through faster evpansion in 
industrial growth. 

Exports 

Hie Survey Indicates that 
pursuit of the nationally agre¬ 
ed objectives of self-reliance 
demands that our export grow 
at an annual rate of 8 to 10 
per cent in volume terms and 
that there is reduced depen¬ 
dence on imported sources of 
energy. In this connection 
it commends the efforts now 
made in the field of oil explo¬ 
ration and notes that the 
medium term prospects are 
fairly promising. While noting 
fimn the last two year* a 

'mis 
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LOeKING FB8 EXPORT OPPORTUNITIES OWING 1976-77 - 

The Govt, of India, Ministry of Commerce proposes to organise Indian 
participation in the following fairs and exhibitions :— 

International ;'■ 

i) Milan International Fair, (Italy), April 14-23, 76. ; \ 

ii) Poznan International Fair, (Poland), June 6-17, 76. 

iii) Saba Saba International Fair, Dar-es-Salaam (Tanzania), 

July 1-8, 76. ; 

iv) Plovdiv International Fair, (Bulgaria), September 3-10, 76. 

v) Tehran International Trade Fair, (Iran), September 19- 
Octoberl,76, 

vi) Algiers International Trade Fair, (Algeria), October 1-17, 76. if 

vii) Baghdad International Fair, (Iraq). 

viii) Bucharest International Fair, (Romania), October 16-25, 76. 

ix) Frankfurt Spring International Fair, (FDR), February 1977. »( 

x) Tripoli International Fair (Libya) March 1-20, 77. j 

xi) Leipzig Spring International Fair, (GDR), March 13-20, 77 
Indian Exhibitions (Dates to be fixed) at Hong Kong, Lagos (Nigeria), 

Dubai, Brazil, Mexico, Kuala Lumpur (Malayasia), Suva (Fiji) and USA 

For further details please contact- 

DIRECTOR, 

Exhibitions and Commercial Publicity, 

Ministry of Commerce, 

Govt, of India, . j 

Udyog Bhavan, New Delhi-110011. 
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Economic discipline since the 
touching of the New Econo- 
ante Programme in July, 1975. 

National Income 

The race of growth of 
national income which had 
avenged 3.3 per cent during 
the fourth Plan period, in¬ 
creased by only 0.2 per cent 
; an 1974-75, which happened 
to be the first year of the 
I: fifth Plan. However, in the 
fight of the record agricul- 
tnral production and uptrend 
in industrial output, the Sur- 

• vey’s prognosis for 1975-76 is 
that the national income 
would rise by 5.5 per cent. 
The Survey is optimistic about 
the growth performance of the 

'■ economy in the next twp or 
three years because of the 
! determined efforts that are 
j now being made to accelerate 
the pace of agricultural pro- 
; daction and to improve the 
jt performance of the public 
Rector. 

i; 

5 ; Net domestic savings and 
V, net investment expressed as a 
5 percentage of net national 

* product at current prices dec¬ 
lined from 13.6 per cent and 
14.4 per cefit respectively in 

1973- 74 to 13.2 per cent and 
; 14.2 per cent in 1974-75. The 
Sumy attributes the decline 
in domestic savings to infla¬ 
tionary pressures which afflic¬ 
ted the economy in 1972-74. 
However, the Survey anticipa¬ 
tes that the revival of econo¬ 
mic growth in 1975-76 will be 
accompanied with some in¬ 
crease in savings ratio. Like¬ 
wise, investment rate is also 
expected to go up in 1975*76 
in view of the large increase 
in plan outlay. 

Agricultural Production 

The Survey records that the 
index of agricultural produc- 
declined by 3.1 per cent in 

1974- 75. However, there has 
been a welcome reversal in 
this trend following a record 
bumper kharif crop of about 
70 million tonnes in 1975. 
According to the Survey, the 
coming rabi crop promises to 
be a good one following favou¬ 
rable weather conditions and 


comfortable ripply position 
of agricultur^ptets. In view 
of these fivmble factors, 
the Survey idfitipates. that 
the total production of food- 
grains during 1975-76 would 
be close to the target of 114 
million tong?*. . 

Discussing the prospects for 
commercial crops, the Survey 
states that with the exception 
of raw jute, the outlook for 
most other commercial crops 
is highly encouraging. While 
raw cotton production might 
stabilise at the record level 
achieved in 1974-75, produc¬ 
tion of sugarcane (in terms 
of gur) might show a margi¬ 
nal improvement in 1975-76 
over last year’s production 
The production of major oil 
$eed$' is expected to be around 
10 million tonnes. 

Stagnant Growth 

While analysing the beha¬ 
viour of agricultural produc¬ 
tion in the seventies, the 
Survey has drawn pointed 
attention to the sluggishness 
in agricultural production 
since 1971-72 which has been 
primarily responsible for stag¬ 
nation in the growth of na¬ 
tional income and further, 
has given risen to inflationary 
pressures. Jnspite of the highly 
favourable weather conditions 
during 1975, the Survey notes, 
the output has been 
only marginally higher than 
the previous peak level of 
68.9 million tonnes reached 
in 1970-71. In the words of 
the Survey, this indicates 
“the unfinished task that lies 
ahead in modernising our 
agriculture”. 

Discussing the problem of 
modernisation of Indian agri¬ 
culture, the Survey has called 
for a judicious blend of techno¬ 
logical progress and institu¬ 
tional reforms. Enumerating 
the key elements under the 
former such as adequate water 
supply, liberal use of ferti¬ 
lisers and progressive im¬ 
provement in the quality of 
seeds, the Survey, in parti¬ 
cular, emphasises the need to 
speedily achieve the target of 
bringing 5 million hectares of 
land under major and medium 
irrigation included in the New 
Economic Programme. The 


iff the consumption of fertile 
liters which have not been 
encouraging despite price re¬ 
ductions and has called for, 
determined efforts to acceler¬ 
ate the rate of growth of 
fertiliser use. 

Regarding institutional re¬ 
forms, the Survey commends 
the renewed emphasise on 
speedy implementation of 
land reforms and enforcement 
of tbe laws relating to the 
minimum wages of agricul¬ 
tural workers as part of the 
New Economic Programme 
as means to ensure a fairer 
distribution of the fruits or 
economic progress in rural 
areas. Expressing satisfaction 
at the progressive increase 
in the institutional credit to 
rural sector, the Survey states 
that the starting of rural banks 
will further supplement the 
existing facilities particularly 
to the small and marginal 
farmers. The Survey adds 
that the success of rural banks 
would largely depend upon 
the quality of the supervisory 
staff manning these banks. 

Industrial Production 

The Survey observes that 
industrial production which 
has declined by 0.2 per cent 
in 1973-74 recovered in 1974- 
75 and showed an increase of 
2.5 per cent. On tbe basis of 
available data for nine months 
in 1975-76 and the prevailing 
trends, the Survey forecasts 
an increase of 4.5 per cent of 
industrial production for 

1975-76. There has been 
significant increases in the 
production of such vital indus¬ 
tries as coal, iron and steel, 
cement, nitrogenous fertilisers, 
electricity generation, alumi¬ 
nium and vanaspati. On the 
other hand, cotton textiles, 
industries producing consu¬ 
mer durables, and some 
branches of chemical indus¬ 
tries like plastics have shown 
a declining trend. 

According to the Survey, 
the slackness in consumer 
demand for some industrial 
products is responsible for 
the declining, trend in the 


SSSS? 

paints out that the iupse** 
for slackness in the dsggabd* 
for the products 
industries, however, 7 .differ 
from industry to/* 

In this cont<^<tij^‘£w. 
warns that ihdusmb^i^ 
rate cannot be pipped up 
simply by relaxation of fiscal 
and monetary discipline even 
though these policies have to 
respond quickly to changes 
in basic economic conditions.. 
A viable strategy for sustained 
growth of industrial produc¬ 
tion must involve an increase 
in investment, improvement 
ia agricultural productivity 
and a more determined export 
drive. 

New Measures 

The Survey has also des¬ 
cribed the various measures 
taken to stimulate industrial 
investment especially since 
the launching of the New 
Economic Programme. In this 
connection, the Survey refers 
to the relaxation of price 
controls on a number of 
industrial products, extention 
of dual pricing to aluminium, 
delicensing of 21 industries, 
permission of automatic 
growth in capacity for selected 
engineering industries and 
quick disposal of applications 
for diversification, expan- 
tion, etc. 

A heartening features in the 
industrial scene referred to in 
the Survey relates to the 
industrial relations which have 
shown distinct improvement 
following the appeal by the 
Prime Minister to workers 
and management to resolve 
industrial disputes without 
resort to strikes and lockouts. 
In consequence, the man-days 
lost through industrial dis¬ 
putes have come down dra¬ 
matically from 0.83 million 
in July, 1975 to 0.13 million 
in September, 1975. 

Public Distribution 

The Survey considers the 
success achieved by the 
country controlling the price 
level is impressive. The whole 
sale price index for the week 
ended February 14, 1976 
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thaws « foil of 9 per cent as 
'compared to the level twelve 
months mo. Although the 
**prie* torn showed a rising 
tend* In the first quarter 
of 1975-76, the intensification 
in * •rtve* against hoarders, 
eteers and smugg¬ 
le) V ‘ July, 1975 brought 
firmly uni •* control the rising 
trend. 

According to the Survey, 
the behaviour of Consumer 
Price Index (I960-* i00) has 
been more or less in line with 
that of the Wholesale Price 
Index, though with some time 
lag. The latest available 
index i.o., December, 1975 at 
306 shows a fall of 6.1 per 
cent compared to the index 
in December, 1974. 

The Survey observes that 
on amount of an excellent 
kharif crop as well as conti¬ 


nued vigilance Vy the govern¬ 
ment on the activities ‘of 
hoarders and speculators to¬ 
gether with the encouraging 
procurement of foodgrains in 
the current year should enable 
the price level to remain 
stable during the remaining 
months of 1975-76. This 
should enable the govern¬ 
ment, in the opinion of the 
Survey, to take some well 
calculated risks in stepping 
up the plan investments in 
1976-77 without undermining 
this price stability. 

The Survey reviews in 
detail developments in the 
operation of public distribu¬ 
tion system and price policies. 
It notes that the pace of 
rocurement out of the recent 
barif crop has been satis¬ 
factory. On present indica¬ 
tions, the level of procurement 
of rice is expected to exceed 


the target of 4.6 million 
tonnes. 

The Survey points out that 
government have displayed 
an increasing degree of flexi¬ 
bility in dealing with the 
complex issues raised by price 
and distribution controls. 
While the accent of policy 
has been to do away with 
price and distribution controls, 
where they have become un¬ 
necessary, their continuance 
has been found imperative in 
some other cases to maintain 
price stability, particularly in 
respect of agricultural com¬ 
modities which enter into the 
wage goods basket. Similarly, 
support prices have been en¬ 
hanced, on the recommenda¬ 
tions of the Agricultural 
Price Commission, in respect 
of jute and cotton with the 
objective of ensuring adequate 


protection to the farmers. 
While commending the flexi¬ 
ble price and distribution 
policies of the government 
the Survey, hastens fo caution 
that in a predominantly 
agrarian economy like ours, 
fluctuation in agricultural 
output could easily upset 
price stability. It has. there¬ 
fore, emphasised the need of 
strengthening the system of 
procurement and public dis¬ 
tribution of mass consump¬ 
tion good such as foodgrains. 

The Survey notes that, 
having accomplished the task 
of arresting the price rise,, 
the major emphasis of go¬ 
vernment, fiscal and monetary 
policies during 1975-76 has 
been to provide a stimulant 
to investment and growth. 
With this object in view, the 
Central budget.for 1975-76* 
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YOUR ADVANCE TAX? 


THE LAST DATE FOR PAYMENT OF MARCH INSTALMENT 
OF ADVANCE INCOME TAX IS MARCH 15, 1976 


YOUR OBLIGATION 

| If you have received en advance tax notice 
from the Income Tax Officer, you should pay 
the advance tax accordingly. 

) If the advance tax payable on your currant 
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by more than 33-1/3%, it is your duty to file 
an estimate of your current income end pay 
advance tax accordingly. 
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Income-tax Department 
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has provided incentives to 
promote savings and to divert 
them to sectors of high pri¬ 
ority. Tne Annual Plan out¬ 
lay for 1975-76 was stepped 
up by more than 23 per cent 
over that of previous year's 
level and subsequently, later 
in the year, further allocations 
have been made for outlays 
on irrigation and power. 

The Survey records that 
during the first nine months 
of 1975-76, all major taxes 
of the central government 
like income and corporation 
taxes, customs and excises 
showed considerable buoy¬ 
ancy. External assistance is 
also expected to be higher 
tbfcn budgeted. Under the 
Voluntary Disclosure Scheme 
the total income and wealth 
disclosed amounted to Rs 744 
crores and Rs 834 crores res¬ 
pectively aggregating Rs 1578 
crores. Income tax and 
wealth tax payable on these 
disclosed amounts are esti¬ 
mated to be Rs 241 crores 
and Rs 7.7 crores respectively. 
As already, Rs 159 crores of 
income tax and Rs 4.2 crores 
of wealth tax had been paid 
and Rs 4.9 crores have been 
invested in government secu¬ 
rities. Notwithstanding these 
improvements in receipts, the 
Survey observes that taking 
into account five instalments 
of additional dearness allow¬ 
ance sanctioned during the 
year to government employees 
and increase in development 
outlays in the post-budget 
period the deficit in the Cen¬ 
tral budget for 1975-76 is 
expected to be higher than 
envisaged earlier at Rs 247 
crores. 

Public Sector 

Performance of central pub¬ 
lic sector undertakings in 
1974-75 recorded further im¬ 
provement. Their pre-tax 
net profit jumped to Rs 312 
crores in 1974-75 compared 
with Rs 148.7 crores earned 
in 1973-74. Inventory levels 
were considerably reduced and 
the return on capital employed 
showed a marked rise from 
5.2 per cent in 1973-74 to 7.8 
per cent in 1974-75. 

Reviewing the State go¬ 
vernments 9 finance, the Sur¬ 
vey commends their resource 
mobilisation efforts in 1974- 
75 and in 1975-76 which 
yielded Rs 358 crores and 
Rs 198 crores respectively. 


However, it points out that 
in view of the mounting 
developmental and non-deve- 
lopmental expenditures of the 
states, it is necessary for 
them to exercise greater finan¬ 
cial displine and intensify 
their efforts. at resource mobi¬ 
lisation; particularly through 
taxation of the prosperous 
farm sector. Review the 
performance of state govern¬ 
ments' commercial under¬ 
takings the Survey notes with 
concern the continuing losses 
on irrigation works and the 
inadequate returns from 
investments in electricity 
undertakings. In the context, 
it stresses the need for suitable 
revision in rates and tariffs 
in these fields so as to make 
these undertakings financially 
viable and earn adequate 
surplus for fresh invesments. 
Monetary Discipline 

In its appraisal of mon- 
tary and credit trends in the 
economy during 1975-76, the 
Survey notes that while conti¬ 
nuing emphasis on monetary 
discipline, credit policy has 
shown with due flexibilito in 
responding to the changing 
economic situation. Discussing 
the credit policy for the busy 
season of 1975-76, the Survey 
states that the policy seeks to 
maintain adequate monetary 
discipline while facilating on 
increase in production. While 
there has been a selective 
liberalisation of credit, the 
broad structure of interest 
rates has been left unchanged. 
In pursuance of this policy, 
the Survey states, a series 
of measures were taken by 
the Reserve Bank. Thus the 
RBI has withdrawn the 
advice given to banks in 
November 1973 regarding 
additional margins on book 
debts and inventories. The 
minimum limit for prior 
credit authorisation has been 
raised from Rs one crore to 
Rs two crores. The maximum 
interest on term loans by 
banks has been fixed at 15 
per cent for periods beyond 
three year. With the re¬ 
structuring of the existing 
system of cash credit accomo¬ 
dation into a loan component 
and a cash credit component, 
the system of levying a com¬ 
mitment charge of one per 
cent has also been withdrawn. 
While initiating action for 
progressive application of tbg. 


recommendation of the study 
group to frame guidelines 
tor follow-up of Bank Credit, 
the Survey observes that the 
need for flexibility has been 
recognised by the Reserve 
Bank and as such the com¬ 
mercial banks have asked to 
implement the most important 
recommendations of the 
group viz., norms for inven 
tories and receivables, in a 
phased manner in respect of 
industries suggested by the 
group. 

The growth in money supply 
which declined from 15.4 per 
cent in 1973-74 to 6.9 per 
cent in 1974-75, according to 
the Survey, might be higher 
than last year. In the current 

financial year, till February 

13, 1976 money supply 

has increased by 7.5 per cent. 
Monetary resources i.e., 
money supply plus time de¬ 
posits, have also grown by 
11.0 per cent upto February 
6, 1976. when compared with 
8.8 per cent in the corres¬ 
ponding period of 1974-75- 

The Survey states that on 
account of improved pros¬ 
pects on the production front, 
the expected increase in 

money supply is not likely to 
upset price stability. Never¬ 
theless, it emphasises the need 
to finance the additional 
investments with minimum re- 
cource to deficit financing. 

Foreign Trade and Balance 
of Payments 

Reviewing the foreign trade 
and the balance of payments 
during the year, the Survey 
refers to the deterioration in 
India's trade balance despite 
the vigorous efforts made at 
export promotion. The deteri¬ 
oration in the balance of trade 
in 1974-75 has been attributed, 
in the Survey, to the steep 
rise in international prices of 
food, oil and fertilisers which 
resulted in the trade deficit 
going up from Rs 432 crores 
in 1973-74 to Rs 1164 crores 
in 1974*75. In consequence, 
the Survey notes that sizeable 
borrowings from the IMF 
amounting to Rs 484.7 crores 
had to be arranged to cushion 
the impact of deterioration in 
our trade balance. During the 
first nine months of 1975-76, 
according to the Survey, while 
our exports have amounted to 
Rs 2690 crores showing an 
increase of 14.6 per cent, the 


import Bill at Rs 3803 
crores yielding an increase of 
*2).l per cent over the pre¬ 
vious year has resulted in a 
trade deficit of Rs 1113.8 
crores as against Rs 743.2 
crores in the corresponding' 
period of 1974-75. 

The Survey refers to the 
various efforts made during 
1975-76 to promote exports 
through increasing the compe¬ 
titiveness of Indian exports 
and by streamlining procedures 
for payments of duty draw¬ 
back and incentives. The 
survey states that renewed 
emphasis is being placed on 
expanding exports of growth 
items like engineering goods, 
chemicals and allied products 
as well as finding potential 
export items from the kitty of 
traditional and non-traditional 
items produced in the country. 
According to the Survey, as 
a result of these efforts the 
export volume this year is cx- 
peted to grow by 7.8 per cent. 

The Survey observes that 
the determined action taken 
by the government against 
smugglers and other anti¬ 
social elements in indulging in 
illegal transactions in foreign 
exchange has had a favourable 
imact on India’s balance of 
payments on invisible account. 
The Survey, make a reference 
to the change instituted in 
the country's exchange rate 
system since September 1975, 
whereby the exchange value 
of the rupee is changed perio¬ 
dically with reference to a 
suitable weighted average of 
the exchange rate movements 
of the currencies of India’s 
trading partners. Among the 
measures taken to strengthen 
our balance of payments, the 
Survey notes the scheme 
introduced since November, 
1975 to encourage Indians 
and aliens of Indian origin 
abroad to maintain deposits 
accounts in certain foreign 
currencies and to claim inter¬ 
est and repayment in the 
same currencies. The Survey’s 
forecast is that the aid in 
pipelines as also actual dis¬ 
bursements in 1975*76 might, 
be higher than last yejtr 
Taking all these factors into 
account, the Survey’s prog¬ 
nosis is that the country's 
foreign rerserve position is 
unlikely to experience any 
serious strain during the 
current year, 



Century Rayon 

An example of social 
responsibility 


PROFESSIONAL MANAGEMENT: 
Besides the philosophy, the secret list 
In Its professions! management. 
Maximum decentralisation and 
delegation of authority and 
responsibility, has built an outstanding 
team of managers and workers, with 
e completely autonomous decision 
making process In each of Its segments. 

ASSISTING AUXILIARY AND 
ANCILLARY INDUSTRIES: 

Century Rayon believes in supporting 
s number o< small entrepreneurs. 
Rightly so And it has become e 
benign big brother to a number of 
auxiliary and ancillary industries. It is 
helping them in three segments, vis, s) 
the smell scale supplieis; b) the small 
processors who use Century's bye* 
products and waste products; c) 
a large nation - wide community of 
small weavers dependent on Cenrury'a 
supply of yarn. Century Rayon is 
helping them in marketing. 

THE NATIONAL EXCHEQUER: 
How much do you think Century 
Rsvon is paying by way of Taxes? 

To the tune of Ra. 8 crores in excise 
duty end other levies, over and above 
the income tax paid by the parent 
company. Century Spinning G 
Manufacturing Co. Ltd., to the extent 
of Rs. 7 crores per year. 

EXPORTS: 

Why is it that the Century Rayon 
Tyrecord is equal to ths world's best ? 
The testimony is constantly rising 
exports to sophisticated international 
markets. The total foreign exchange 
earning including Rayon Fabrics a 
Chemicals so far exceeds Rs. 5 crores. 

EMPLOYEE WELFARE: 



Century's workers are happy because 
of one oi the finest housing colonies 

G ovided to them, along with s club 
luse. e cooperative bazar end a credit 
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Century Ray.,n sets rn example to ocher large 
corporations by Its policy of 'lyntheslsing 
•service to the co*nmj«mv, fulfilment of Tto 
obligetione to the employees, the customers 
end tl«e shareholders. Anc« yet. you will be 
surprised. It is making the highest contribution 
to the national exchequer by way of tax 
payments ee well ee foreign exchange eevlnge 
end earnings 

In spite of runaway inflation In the cost of raw 
materials end other inputs such as labour, 
apares. fuel and water. Century Rayon eats 
another example by holding the priceline for 
Its products. 


society. They enjoy the best 
educations facilities for thslr children, 
consisting of primary and sscondsry 
schools and a cottsgs for Arts. 

Science and Commerce. Its medical 
care is unique, with e full fledged 
60 bed hospital, and free medicine. 



Recreetioe. too. is dear to its heart. 
Vast playgrounds, beautiful swimming 
pools and gardens, s largo library, lie 
own network of roads and water 
works and. to top it all. one of the 
finest temples in a sublime atmosphere* 
ell these amenities constantly growing 
In size end quality. 



Century Rayon encourages sports 
both for the emateur end the seasoned 
•portamon. Century's sports teams 
have been winning many a laurel 
on ths playgrounds. 

CREATING EMPLOYMENT: 

In today's context. Century Rayon's 
contribution is significant, by 
providing employment to over 6,000 
workers directly, and supporting an 
entire township dependent on it. 

INDUSTRIAL RELATIONS: 

What would you say for a record of 
more than sixtoen years of 
uninterrupted production, without 
losing a single manhour due to strike 
or strife ? Relations with the employees 
art sxsmplary because of e direct, 
frank end honest rapport with them 
across the table, without external 


COMMUNITY SERVICE. 



In times of calamities like 
earthquakes, wars, droughts and 
floods. Century Rsyon has sprung to 
ths call of duty voluntarily extending 
not only financial help but also 
providing volunteers end other relief 
measures 

RESEARCH AND DEVELOPMENT. 




Wall equipped labor atones and a team 
of dedicated scmr.’ists and technieianer 
ensure the position of leadership for / ; 
Century Rayon—be it the finest rayon 
filament yarn or the toughest, 
improved rayon tyre cord. 

CAUSTIC SODA. 

To meet the needs of genuine users In 
the present acute shortage conditions. 
Century Chemicals is following a 
policy of supplying the entire 
production to Actual Users on the 
basis of past offtake, at fair prices. 
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169.Churchgate Reclamation. Bombay 400020 
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Spring in the air 

, * ‘ % 

the central budget this year, like the spring-time in the capital with which it* 

coincides, seeks to reconcile a general spirit of venturesomeness with certain attitudes’ 
of circumspection. Spring in Delhi could be lively, but would never thrust its neck* 
out. The Finance minister is relying heavily on increased levels of public invest* 
ment for administering reflationary stimulants to the economy. At the same time 
he is planning to minimize inflationary risks by continuing to keep a tight rein on r 
monetary policy as well as by rationing fiscal reliefs or incentives to the private 
sector. The success of this strategy would depend on the capacity which the pro¬ 
posed programmes of public investment in the new fiscal year are able to demons¬ 
trate for reviving the level of demand and promoting better utilization of industrial 
facilities in the short period, while helping to build basic or productive long-term , 
assets for the national economy. Public spending had not always been effective in 
the past in squeezing full value out of the budget rupee, but it (is still possible that 
our experience in the future may be agreeably different. For one thing, performance 1 
in the public sector is becoming more cost-conscious and result-oriented and, for 
another, emerging conditions of relative price stability should help to improve the * 
conservation as well as the more economic utilization of resources earmarked for * 
projects in the public sector. 

• 

The Finance minister’s proposals for easing the burden of income-tax and ^ 
wealth-tax have naturally arrested attention. Although it was generally expected. 
that there would be concessions, the reliefs have nevertheless caused agreeable 
surprise because this is the second central budget in three years which has attempted 
to reverse the historic trend of steadily rising rates of progressive taxation of income 
or wealth. Far more significant than the specific money content of the reductions * 
in the burden of income-tax or wealth-tax is the fundamental change of direction in j 
fiscal thinking which these tax-changes signify. Although Mr C. Subramaniam 1 
himself has thought it tactful to emphasize the advantage of this lowering of income ; 
tax and wealth-tax rates as a means of rendering tax evasion less profitable, what; 
matters really is that it is now being recognized that the policy of disproportionately * 
progressive taxation being employed to gather resources for the public exchequer. 
or reduce economic disparities in the community has been disproved by its demons- j 
trated futility. It is to be hoped that this turn in economic policy will lead to the j 
finning up of constructive and responsible fiscal policy-making over the coming j 
years. Should this prove to be the case, the pips would not have squeaked in vain. 

There has been some disappointment in business circles over what are regarded 
to be the Finance minister’s ministrations to the corporate sector. Discontent, in 
this context, could be easily exaggerated. Besides other reliefs, such as the raising 
of the threshold for the determination of chargeable profits for surtax from 10 per 
cent to IS per cent of the capital employed, the Finance minister has granted the 
facility of an investment allowance towards the cost of acquisition of new machinery 
and plant. While it may be argued that bolder fiscal initiatives might have been 
justified for promoting large-scale investment in industrial expansion, it should be 
borne in mind too that it was not very long ago that the government took the 
decision to abolish the system of development rebate on the ground that it had 
outlived its utility. 

The Finance minister has resisted the argument that stagnant or declining levels 
of demand for industries producing essential or other goods, particularly consumer 
durables, should be stimulated by substantial reductions in central excise duties over 
a wide range. His proposals in this area have consequently been guarded and, in 
some cases, feeble and have not aroused much enthusiasm. While there could be 
difference of opinion over the extent to which a general lowering of excise duties 
could promote the reflationary objective or restore profitability to industries which, 



are sick or otherwise unable to cope with 
the market situation, it could still be said 
that the Finance minister might have 
shown more understanding than he has in 
dealing with certain hard-pressed indus¬ 
tries the needs of which have been 
pointedly pleaded. 

Broadly speaking the central budget 
has reassuringly affirmed the govern¬ 
ment's resolve to be vigilantly watchful 
of inflation hazards while not allowing 
itself to become a prisoner of exaggerated 


Climate for 


feathof a revival of inflationary pressures. 
The budget decisions and measures, when 
considered in their revenue and expendi¬ 
ture' ' aspects taken together, form an 
^acceptable combination of a tribute to 
stability and an investment in growth. 
The policies continued or initiated in 
this budget should help to sustain the 
trend towards purposive liberalism which 
is increasingly becoming the dynamic 
principle in the government's manage¬ 
ment of the national economy. 


investment 


At a press conference in the capital on 
March 13, Mr Otto Wolf Von Araeron- 
gen, leader of the 14-member West Ger¬ 
man business delegation said that he was 
fully satisfied with the discussions which 
he had with the ministers and the senior 
officials of the government of India, and 
that, in his view, there was a favourable 
climate in India for the inflow of private 
foreign investment. He was impressed 
by the flexibility in approach exhibited 
by the government to various issues 
raised during the discussions and he was 
convinced that the policies of the gov¬ 
ernment of India were not anti-invest¬ 
ment. Like the government of any other 
independent country, the government of 
India had laid down guidelines in regard 
to foreign private investment but there 
was ample room for discussion and where 
a foreign company made out a strong 
case, the government was willing to nego¬ 
tiate the terms and conditions on which 
new foreign investment would be allowed. 

For instance, the government of India 
bad stipulated that new ventures were 
welcome provided 60 per cent of their 
total production was exported. Mr 
Amerongen was given to understand 
that this percentage was “negotiable". 
If it were not so, then it would operate 
»6 a hindrance, added Mr Amerongen. 
Recalling the recent recession in the 
ftorld markets—and West Germany had 
act come out of it completely as yet— 
le said that to meet the obligation of 
60 per cent exports would be well-nigh 

impossible at a time when West German 

■ - 

lASTBlN t |M0CWM^iflST 


companies themselves were finding it 
difficult to fully utilise their domestic 
capacities. Agreeing to set up units with 
such a high export obligation will amount 
to jeopardising the export possibilities 
of the parent West German company, 
added Mr Amerongen. Moreover, the 
West German companies would like to 
control the management of joint ventures 
so that there was no fall in the quality 
of the products manufactured by them. 

Even in regard to the application of the 
Foreign Exchange Regulation Act (FER A) 
to old joint ventures, Mr Amerongen 
was given to understand that there 
was room for negotiation in difficult 
cases. It followed that the dilution of 
foreign equity would not be insisted 
upon if a company was able to put up a 
convincing case. “The government of 
India did not have a doctrinaire approach 
in these matters", said Mr Amerongen. 
Therefore, on his return to West Ger¬ 
many, where he is the President of Ger¬ 
man Chamber of Commerce and Indus¬ 
try (Bonn), he said that he would advise 
the German businessmen to go to India 
and help in the establishment of new 
units which used high technology and 
also had export possibilities. The easy 
availability of skilled labour and rela¬ 
tively low wages were two positive 
points in favour of India besides the fact 
that inflation had been controlled and 
prices during the past one year had re¬ 
corded a fall of seven per cent. The 
West German industrialists will certainly 
be encouraged to have a second look at 
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Mr Am&origafe emphasised :the 
that it would be wrong to ebnehide the# 
flood-gates of new investment would be 
opened up once he returned to his horde* 
land. The small and' medium German 
companies which were seeking outlets 
in foreign markets had the whole world 
open to them and had spotted certain 
countries in Africa and Latin America 
where the prospects for investment were 
perhaps more attractive. The decisions 
in regard to future investments would be 
taken by the West German companies 
after taking into account a multiplicity 
of factojs. One thing, however, was 
dear that West German businessmen had 
nothing against the public sector in India 
and they would be willing to set up 
joint ventures even in the state sector. 
Mr Amerongen cited the example of 
West German steel-makers who have 
currently joined hands with-* the USSR 
in setting up the steel plants there. 

The West German delegation's visit to 
this country had been timed to allow it 
to participate in the celebrations asso¬ 
ciated with the 20th anniversary of the 
lndo-German Chamber of Commerce. 
At a function in Bombay on March 10, 
Mr. P.K. Sanyal, chairman of the Indo- 
German Chamber of Commerce and 
managing director of BASF, welcomed 
the delegates and in an impassioned 
speech sought “understanding from both 
sides.” Said Mr Sanyal : “Prospective 
foreign investors complain quite often 
that the terms and conditions offered by 
India are very rigid. This reference 
usually is with regard to the minute 
scrutiny of the technology offered and 
the high export obligations imposed. In 
this context it has to be borne in mind 
that this country is fairly advanced in 
many fields of technology, and the selec¬ 
tive approach of the government should 
not therefore be compared with that of 
otheir developing countries. With regard 
to the imposition of high export obli* 
gations, whilst I fully share the 
view that an unrealistic demand is un¬ 
desirable and often fruitless, the pros¬ 
pective foreign investors should appre¬ 
ciate the problems of the country. India 
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tw a chronic shmtage of foreign ex* 
change and therefore everything possi¬ 
ble ha» to be done to improve the 
balance of payments position. I entreat 
the Intending German investors to bear 
this in maid’'. 

Thus, Mr Sanya! made it abundantly 
clear that our country stood apart among 
the developing countries and had de¬ 
cided to be selective in seeking partner¬ 
ship in joint ventures. With facts and 
figures, he also illustrated the point that 
the export earnings of lndo-German 
ventures in recent years had been far 
more than the remittances made by way 
of dividends and profits. These ven¬ 
tures also assisted our country in has¬ 
tening import substitution. It was be¬ 
cause of the positive achievements of 
these joint ventures that our country 
was keen to extend the area of colla¬ 
boration, though on a selective basis. 
A dear proof in support of this conten¬ 
tion was available from the fact that 
out of 274 collaboration agreements ap¬ 
proved by the government of India, no 
less than 59 were lndo-German ventures 
—•testimony to the thesis that West 


Surplus budget 

While presenting the budget of West 
Bengal for 1976-77 on the March 1, 
Mr Sankar Ghose, the Finance minister, 
referred to the ‘‘remarkable improve¬ 
ment*' in the state's financial position. 
He is, of course, justified in making this 
claim. The state has not only wiped 
out all past deficits but has produced 
surplus budgets for two years in succes¬ 
sion. The year 1975-76 was expected to 
end with a net surplus of Rs 27 lakhs 
but the revised estimates put this figure at 
Rs 69 lakhs though the Plan expenditure 
during the year increased by Rs 28 crores 
from Rs 171 cfbres to Rs 199 crores. 
The total revenue receipts for 1976-77 
are R$ 596.23 crores against Rs 557.44 
crores in the revised estimates for the 
current year, an overall increase of 
Rs 38.79 crores. The revenue expenditure 
for 1976-77 is estimated at Rs 569.86 
nrores against Rs 541.94 crores in the 

vaimRiocmoiiw 


German interest in this country had 
not declined. 

The president of the Federation of 
Indian Chambers of Commerce and 
Industry (FICCJ), Mr Harish Mahindra, 
and other members of the FICCI in¬ 
formed Mi Amerongen that investment 
was growing at a rapid rate following 
the remarkable improvement in produc¬ 
tion and the stabilisation of prices. 
What was more, the government was 
committed to increase production, sa¬ 
vings, investments and exports and this 
would brighten up the opportunities for 
both domestic and foreign investment. 
Also the procedural delays in clearing the 
foreign investment proposals had largely 
been overcome and there was an element 
of flexibility in the government’s approach 
to allowing majority participation by 
foreign capital particularly in high tech¬ 
nology, export-oriented industries. These 
were potent reasons favouring the inflow 
of private foreign investment in this 
country and in the view of the FICCI the 
West German industrialists would find 
the climate for investment quite favour¬ 
able. 


for West Bengal 

tevised estimates for the current year. 
The total provision for capital expendi¬ 
ture for 1976-77 is Rs 82.15 crores com¬ 
pared to Rs 64.30 crores in the revised 
estimate for 1975-76. The net result for 
1976-77 is an estimated surplus of 
Rs 2.92 crores. 

Mr Sankar Ghose explained that in 
order to have a Plan outlay of Rs 232 
crores in 1976-77, it was necessar> to 
resort to additional taxation of about 
Rs 11 crores. In 1974-75, the state 
increased the size of the Plan from Rs 90 
crores to Rs 150 crores and mobilised 
additional resources of Rs 24 crores. In 
1975-76, about Rs 12 crores were raised 
by fresh taxes and the size of the Plan 
was increased to Rs 171 crores. 

Mr Ghose said that to finance a large Plan 
of Rs 232 crores in the next fiscal year. 


new taxes of Rs 11 crores would be 
required. The new levies proposed are 
an increase in stamp duty, additional 
surcharge on motor vehicles tax, imposi¬ 
tion of a rural employment cess, a tax 
on advertisement slides and an urban 
land tax on built-up land. The objective 
of these levies is, of course, commend¬ 
able. But will the state government 
take sufficient care to ensure that the 
proceeds of these taxes are effectively 
spent ? 

Mr Ghose said that the receipts from 
the surcharge on motor vehicles tax 
would be kept earmarked in a road 
maintenance fund and that they would 
be utilised only for the purpose of road t 
repairs and maintenance. Roads in , 
Calcutta and other parts of West Bengal t 
have been in an appalling condition for 
the past several years not so much,' 
because of lack of funds but because of, 
systematic neglect of repairs. Lately, the^ 
authorities have started to improve the. 
roads but unless the right materials are 
used and regular maintenance is ensured, 
there will be further and faster deterio¬ 
ration. 

Mr Ghose revealed that the rate 
of motor vehicles tax in West Bengal 
was much lower than most other states. • 
For instance, the annual motor vehicles • 
tax (including the goods taxj for a* 
7-tonne vehicle in Bihar is Rs 2380 and • g 
in Orissa Rs 1870 compared to Rs 10851 
in West Bengal. If this is the case,i 
should the Finance minister have exempt-* 
ed buses and taxis from the proposed* 
surcharge ? Would they not have willingly j 
paid this lev) if, as a result, there is t 
substantial and permanent improvement; m 
in the condition of roads which would 
help them to save money on heavy 
repairs ? i 

The Urban Land (Ceiling Sc Regulation), 
Act. 1976, seems to have created uncer- j 
tainty and anxiety among Calcutta’s j, 
citizens. While the basic objeotiye of the. 
government is appreciated its anomalies j 
and ambiguities, which were perhaps 
inevitable because of hasty drafting and 
hurried enactment, have been causing- 
concern not merely to the affluent secs* ? 
tions of the population but even to those £ 
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in the middle income groups. Housing 
; activity in Calcutta has never been vigo¬ 
rous and legislation, it is feared, may 
jgive a set-back to it, at least for the time 
< being. It is in this background that 
4 Mr S&nkar Ohose has introduced the 
1 urban land tax. He said, “As a follow-up 
j measure of this Act (the Urban Land 
Ceiling & Regulation Act), and in the 
1 light of the guidelines of the government 
i of India, the state government proposes 
ito impose in urban agglomerations of the 
jstate after a certain period a land tax 
bn vacant land, and immediately an 
urban land tax on built-up land and land 
appurtement thereto where such land 
is in excess of certain specified limits, 
and further to impose a development 
charge on urban land when such land is 
'developed at a cost exceeding a specified 
amount, and a conversion charge when 
land beyond a specified limit is proposed 
to be utilised for a more beneficial use 
compared to the existing use.” The 
state government should exercise caution 
in implementing this proposal in order 
to ensure that house building docs not 
suffer and Calcutta does not become more 
congested. 

Mr Ghose’s budget is also notable for 
many tax concessions. The taxable quan- 
, turn for manufacturers under the West 
i Bengal Finance Sales Tax Act has been 
raised from Rs 15,000 to Rs 25,000. 

: Intending manufacturers of goods covered 
‘ by the Sales Tax Act have been allowed 
j to make tax-free purchase of equipment, 
i machinery and raw materials for setting 
i up new industries. New small units, 
'starting production after March 31, 

* 1976, have been exempted from the 
I liability to pay tax under the Sales Tax 
I Act. The products of certain cottage 
I industries like glass bangles and conch- 
i shells have also been exempted from 
: sales tax. The octroi on commercial 
I vehicles has been reduced from three per 
, cent to J per cent. Performing arts such as 
I music, dance, ballet, circus and puppet 
1 shows have been exempted from enter¬ 
tainment tax but this concession will not 
apply to cinema and cabaret shows, 
i New cinema houses which agree to re- 
i serve a specified percentage of the annual 
| show time for films produced in West 
, Bengal will be given a subsidy equivalent 
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to the entire proceeds of the entertain- 
meat tax for a period oif three years. The 
local sales tax on television sets has been 
reduced from 15 per cent to seven per cent 
and the inter-state sales tax on such sets 
sold in the course of intra-state trade 
from West Bengal from four per cent to 
two per cent. Besides, all sporting events 
have been exempted from entertainment 
or amusement tax. 

Many of these concessions are well- 
conceived especially those which are 
meant to give a fillip to the growth of 
small industries. But the Finance minis¬ 
ter seems to have gone too far in sacrific¬ 
ing revenue. For instance, should music 
performances and all kinds of sports be 
wholly exempted from entertainment tax? 
Mr Ghose said that “sports are perhaps 
more popular in this state than anywhere 
else.” If so, would not the government 
be justified in deriving some revenue 
from this source ? It cannot be argued 
that those who patronise dance, music, 
ballet and similar events belong to the 
vulnerable or poorer sections of the 
population. Mr Ghose could therefore 
have lowered the entertainment tax on 


The recent visit to this country of Mr 
Wolfgang Rauchfuss, deputy prime 
minster of the German Democratic Re¬ 
public (GDR), has resulted in not only 
strengthening the bonds between the two 
countries but has also shown the way for 
cooperation in new areas. The ministries 
of Industry and Civil Supplies, Petro¬ 
leum, and Shipping and Transport have 
already spotted areas wherein increased 
collaboration between the two companies 
could be mutually beneficial. In order 
to give concrete shape to proposals which 
have been mooted by both the countries, 
India and the GDR have agreed to hold 
discussions through working groups of 
the two countries. The Indo-GDR joint 
Commission which would be meeting in 
this country in autumn, would take the 
necessary steps to conclude agreements 
on all proposals acceptable to both the 
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such activities instead of giving, complete 
exemption. ' The people of Calcutta and 
other parts of West Bengal are yet to 
be provided with basic amenities like 
adequate supply of filtered water, hous¬ 
ing, and reasonable transport facilities. 
In this situation, is the government 
justified in foregoing revenue by giving 
concessions in tax to those who can easily 
afford to pay ? 

West Bengal's economy at present is 
certainly in a much better and stronger 
position than before. But industrial pro¬ 
gress is yet to gather momentum in a 
big way. Mr Ghose regretted that 73 
applications involving an investment of 
Rs 112.23 crores were pending with New 
Delhi and another 161 applications 
involving delicensed items with an invest¬ 
ment of Rs 55.12 crores were pending 
with different registration authorities. 
But what should be a greater cause for 
concern is the plight of many major 
industries like jute, wagons and other 
engineering industries. Surprisingly, Mr 
Ghose’s 70-page budget statement made 
no mention of these industries which are 
crucial to the state's economy especially 
from the point of view of employment. 


countries, particularly the setting up of 
joint ventures in third countries for 
which the scope is unlimited. At a 
reception hosted by the Indo-GDR 
Friendship Association, Mi Rauchfuss 
is reported to have assured his country's 
support in consolidating the economic 
independence of this country. 

Mr T,A. Pai, the union minister for 
Industry and Civil Supplies, has pro¬ 
posed a barter agreement between the 
two countries regarding the import of 
modern textile machinery for the 109 
sick textile mills of the National Textile 
Corporation (NTC)—a public sector 
undertaking*—against a firm commitment 
to export textiles to the GDR. While it 
will bring about the modernisation of the 
NTC and is expected to change it into 
an economically viable company, the 

MARCH 19 , 1970 


Indo-GDR Ties Strengthened 



OtXft. -will' be assured •&/ a regulated 
ttipply bf cdtton textiles of bigh quality. 
Eti ihis way, both the countries would 
complement each other’s efforts. Accord¬ 
ing to Mr Pai, the area of complemen¬ 
tary production could be extended to a 
number-of industries including machine 
toots bat for all these industries, long¬ 
term arrangements between the two 
countries would need to be worked out. 

j 

Also, there was a distinct possibility 
o£$he two countries collaborating in the 
completion of joint ventures in third 
countries. India and the GDR had 
already made a beginning in this regard 
by agreeing to set up a grain silo and 
three flour mills in Iraq. Mr. Pai is 
said to have told Mr Rauchfuss that for 
joint ventuies in third countries. India 
had the capability to undertake the civil 
works and to supply skilled manpower 
as well as equipment needed for these 
works. 

Mr K.D. Malaviya, the union minister 
for Petroleum, told Mr Rauchfuss that 
there were sufficient opportunities for 
both the countries in the field of the 
petroleum industry. This country, he 
said, would soon let the GDR know 
about its requit ements of this industry; 
the manner and extent of collaboration 
could be worked, out later. 

Only recently an agreement to supply 
five ships to this country was signed bet¬ 
ween the Shipping Corporation of India 
and the GDR. The opportunity to dis¬ 
cuss with Mr Rauchfuss further possi¬ 
bilities of cooperation in shipping and 
transport was seized by Mr G.S. Dhillon, 
the union minister for Transport and 
Shipping. Mr Rauchfuss agreed with 
Mr Dhillon that India could obtain from 
the GDR equipment for ports and ship¬ 
building and the two countries could 
also launch a long-term programme of 
cooperation in this highly specialised 
area. 

Mr Rauchfuss visited the computer 
centre of Engineers India Ltd. (EIL) 
'where a third generation computer (EC 
1040) supplied by VEB Kambinat Robo- 
tron, a GDR public sector undertaking, 
has been installed. The EIL has im¬ 
ported this computer from the GDR for 
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computational requirements of design 
and consultancy work relating to some 
of its projects such as refineries, petro¬ 
chemicals, fertiliser plants, offshore 
engineering and non-ferrous metallurgy. 
Bulk of the cost of this computer would 
be repaid through the export of com¬ 
puter software in which the EIL has 
specialised knowledge. 

Mr Rauchfuss expressed the view that 
India and the GDR could also extend 
the area of their co-operation to the 
manufacture of mini-computers. 

It may be stated here that the GDR 
currently is a leader in eastern Europe 
in regard to per capita Gross National 
Product (GNP). The annual foreign 
trade of the GDR and Poland in terms 
of dollars is almost the same even though 
the population of the GDR is roughly 
half of Poland. Even in comparison to 
the USSR, the GDR has scored both in 
GNP and foreign trade on per head 
basis. Again, between 1970 and 1975, 
the per capita monetary income in the 


The uncovered 

Rajasthan and Madhya Pradesh arc 
among those states which have made 
only partial attempts to mobilise additi¬ 
onal resources to wipe out budget deficits 
for 1976-77. They, have, therefore, 
failed to cover their respective gaps. 
Additional taxes to the extent of Rs 8 
crores in Rajasthan budget arc likely to 
reduce the overall deficit to Rs 11.19 
crores. In Madhya Pradesh, an additional 
tax revenue of Rs 16.89 crores may bring 
down the budgetary deficit from Rs 51.69 
crores to Rs 34.80 crores. Both the 
states, however, have high hopes of the 
centre coming to their rescue in filling 
the uncovered gap. 

The Rajasthan Finance minister, Mr 
Chandanmal Baid, while presenting the 
budget in the state assembly indicated 
that the deficit after the new levies was 
expected to be covered by additional 
receipts on account of state's share in 
central taxes and residual deficit through 
appropriate measures of economy. He 
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GDR rose by 27 per cent; with stability 
in prices, it brought about a substantial 
improvement in the level of living of the 
people. 

The GDR plan for the five years end¬ 
ing in 1980 envisages a rise ot 27 to 30 
per cent in national income, 34 to 36 
per cent in industrial production, 30 to 
32 per cent in productivity, and 24 to 
25 per cent in goods transport. The 
GDR has also plans to expand its foreign 
trade, especially to the developing coun¬ 
tries such as India, Iraq, Algeria, Syria, 
Iran and Brazil. Currently its trade 
with these countries is roughly one- 
eighth of its total trade. 

In view of the expected expansion in 
the economy of the GDR and its policy 
of extending trade relations with the 
developing countries, particularly India, 
there are immense possibilities of multi¬ 
plying our collaborative efforts in the 
coming years. Responsibility for this 
rests squarely on the Indo-GDR Joint 
Commission. 


budgetary gap 

therefore, was confident that the year 
would not close with a deficit. Mr 
Shyamsundar Narayan Mushran, the 
Madhya Pradesh Finance minister, also 
seemed to rely upon some additional 
revenue that would accrue to the state as 
its share of income tax and union excise 
duties. Moreover, saving in expenditure 
of the order of Rs 3 crores was to be 
effected through economy measures 
which include revision of rules regarding 
the use of government motor vehicles 
and strictness regarding the sanction of 
new posts. Mr Mushran has taken 
credit for Rs 14.80 croies on account of 
these two factors and hoped that the 
remaining deficit of Rs 20 crores would 
be met through the drawal of ways and 
means advances from the Reserve Bank 
against the state's holdings of central 
government securities. 

The measures announced in the Rajas¬ 
than budget for the mobilisation of 
additional resources for the state include 



. increases in stamp duties, entertainment 
1 ***, electricity duty, irrigation rates and 
1 increase in the reserve price of land in 
*Che command areas by 100 per cent. 
| Mr Baid added that the sales tax struc- 
jture has also been rationalised. For 

* readymade garments the rate has been 
1 reduced from 10 per cent to seven per cent 
’ but the existing exemption on garments 
| costing Rs IS and below has been 

withdrawn. The rats of sales tax has 
‘ been increased on bhang, opium and 
1 lanced poppy. He indicated that for 

* medicines, drugs and pharmaceutical pre- 
1 parations the rate has been reduced from 
' seven per cent to five per cent. For light 

diesel -oil the rate has been reduced from 
20 per cent to 15 per cent. For refrigera¬ 
tors, air conditioners and cooling plants 
the rate of sales tax has been reduced 
from 15 per cent to 10 per cent. The 
rate on synthetic hosiery has been 
reduced from seven per cent to 3.5 per 
cent. By and large, the new structure is 
justified on economic and social grounds. 

A few days after the presentation of 
the budget, Mr Baid came out with a 
relief of Rs 30 lakhs. The proposed rise 
in reserve price of land in the command 
area has been slightly reduced. Besides, 
the term of realisation of the reserve 
price of land from low income group 
individuals and Harijans has also been 
extended by five years. The sales tax on 
the crude oil has been reduced so that 
it will be the same as that on diesel oil. 
The government has also proposed to 
withdraw the rise in malkhana on land. 

Out of Rs 16.89 crores of additional 
revenue proposed in Madhya Pradesh 
budget, a sum of Rs 7.39 crores is to be 
raised through increased power tariffs. 
This amount, however, will go to cover 
the estimated loss of Rs 8 crores of the 
State Electricity Board. The rates of 
motor vehicles tax are to be revised in 
the multiple of twelve so that the monthly 
or the quarterly tax can be paid in whole 
number of rupees. In respect of pas¬ 
senger buses and trucks the rates have 
been raised so that the annual yield 
may be around Rs 40 lakhs. Goods tax 
on the carrying capacity of the trucks 
is to be increased to yield Rs 60 lakhs. 
The chaoge being made in the issue 
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prices of liquor will yield an additional 
enlbe revenue of Rs 1J0 crores. Ano¬ 
ther significant measure is the diversion 
of - dearness allowance* to government 
employees to provident fund. The impact 
of this compulsory saving would reduce 
' the deficit by Rs 7 crores. 

One of the reasons for the persisting 
deficit in Madhya Pradesh budget is the 
expenditure of Rs 12.26 crores incurred 
on scarcity relief works during the 
current year. Considerable distress was 
caused by the conditions of scarcity 
during 1974-75 and the relief works had 
to be continued till November 1975. 
Moreover, Rs 3.40 crores were made 
available to the Irrigation, Public Works 
and Public Health Engineering Depart¬ 
ments beyond their respective plan 
ceilings to provide employment to the 
drought stricken people. Since the type 
of works undertaken during the period 
of scarcity were largely of a permanent 
nature, such as irrigation, communication 
and drinking water supply facilities, an 
expenditure of Rs 7 crores incurred on 
scarcity relief works termed as ‘non-Plan’ 
has now been classified as Plan expendi¬ 
ture. 

The state administration succeeded in 
satisfying the Planning Commission about 
the need for sufficient funds for social 
service sectors such as education, public 
health and water supply and for the 
programme of community development 
and roads. Consequently the size of the 
annual Plan for 1976-77 has been raised 


from the protons proposed figuteof 
Rs XQ.Wi emtn to Rs 275*27 drantfc 
oid of which « sum of Rs 58.66 crons 
is expected from the centre. The state 
has also given high priority to power 
making a provision of Rs 124.08 crores. 
An amount of Rs 32.50 erodes has been 
kept aside for three projects—the Kotba 
120 MW station going into production 
around June 1976 and two 120 MW 
stations of Amarkantak project expected 
to commence production in March and 
September, 1977, respectively. Another 
sum of Rs 39 crores has been provided 
to set up two 200 MW stations at 
at Satpura. Major and medium irrigation 
projects also receive substantia] attention 
for which a provision of Rs 50.10 crores 
has been made. In addition, a sum of 
Rs 16.50 crores is to be spent on minor 
irrigation works. The additional poten¬ 
tial likely to be created through various 
irrigation projects will be about 245,000 
hectares. 

In Rajasthan the Plan outlay for 
1976-77 lias been placed at Rs 138.19 
crores, out of which sixty per cent share 
goes to irrigation and power development. 
High priority given to the Rajasthan 
Canal has made it necessary to keep 
Rs 23.50 crores for this project. It is 
estimated that by the end of 1976-77 the 
total irrigated area from all sources will 
reach 2.93 million hectares against 
1.17 million hectares by the end of 
1971-72, an addition of 755,000 hectares 
in a state which welcomes every drop of 
water. 


BUDGET NUMBER, 1976 

Eastern Economist Budget Number 1976 will be dated March 26, 1976. 
The central budget this year assumes special significance as an instrument of 
economic development. As in the previous years, this special issue will ana yse 
budget policies and documents and assess the quality of their contribution! to 
the national purpose of rapid aeonomic growth and staady and solid improve¬ 
ment in the living conditions of the people. This Number will Include relevant 
budget documents end will be richly Illustrated with graphs. Priced at Ra 10 
par copy, the Budget Number will be available to our regular subscribers without 
extra charge. Coplps will be available from leading booksellers as well at 
from : 


THE MANAGER 
Eastern Economist Ltd. 
UCO Bank Building 
Parliament Street 
New Delhi-110 001 
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Now the finest 
Conference centre in south India 


Note Aehoka has expanded its conference 
facilitias to become south India’s finest 
conference centra. Thera is a new Convention 
Hall equipped to seat 380 paaple or 
partitioned into two individual sections. Plus 
the Conference Hell to seat 280 and the 
Banquet Had with a capacity of 350 people. 
At Hotel Ashoka you can hold a conference, 
host a lavish banquet, arrange a delightful 
evening, all in the grand Ashoka style. 

For your delegates, the Ashoka now offers 
186 luxurious rooms and suites. 3 superb 
restaurants ssrving a variety of Indian. 
Continental and south Indian cuisine. A 
coffee shop, bar and an open-air swimming 
pool. Hotel Ashoka offers some of tha finest 
leisure and entertainment facilities. Tennis. 
Golf. Health Club. Dancing through tho night 
on tho roof-top restaurant Concerts of music 
and dance. Shopping in a largo, exclusive 
arcade. Sight-seeing in and around Bangalore 
by luxury car or coach. 

Hotel Ashoka Bangalore-now tha finest 
conference contra in south India. 


Centrally sir conditioned 
175 roams 

10 dsloxs double suites 
1 proeidental suits 
Fully equ'ppod Convention Hell 
to seat 350, can be converted 
into two separate conference reams 
Banquet Hall to seat 350 
Conference Hall to seat 250 
Meeting Room 

3 restaurants, coffee shop, bar 
Open-air swimming pool 
Tennis cowls, adjoining 10-hole golf 
course 

Shopping Arcado 

Beauty Satoa.Barber Shop.- Health Club 
ITDC Car Rental 6 Tours 


I 




Fur Mormatiun and rasarvatiana 

Tht Manager 

Hotel Ashoka 

Kumars Kropa High Grounds 
Bangalore 560001 
Cables TOURISM BANGALORE 
Telex 433 Phone 70411 
OR 

ITDC Central Reservation Service 
Hotel Jaapath 
New Delhi 110001 
Cables CENTRES NEW OELHI 
Telex 2460 Phene 383061 

Indialburism/ZN 
Development GorporalionV^/ 
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Capitals Gerridors 

i- * i v . 

ft. C. Unimat 

Procurement of foodgrains • 1976-77 
export prospects • Electronic exports 
• Credit for jute • New oil find 



....... , ttd to be changed 

froitt lh£ An additional 

argument * ftk,, the price is 

that -were significantly 

reduced b&bfe the rabiso^rings to con¬ 
tain farming costs* Hie Agricultural 
Price^Commission in its report on rabi 
procurement, which was s4wfltt|gd to 
the union ministry of Agrictilttfti last 
week, is understood lo.have^|)^ct«td for 
the maintenance of the stilus tgpo in 
regard to the wheat pibd^fcuippfice. 
In its judgement, the procins ^ J ^ 
can be fixed around 5.3 


With the procurement of rice out of 
the last kharif crop having aggregated to 
4.594 million tonnes by March 6 itself, 
the uifion ministry of Agriculture expects 
that the total procurement during the 
current (1975-76) kharif marketing sea¬ 
son may go up to 5.3 million tonnes— ' 
about 7 lakh tonnes more than the target 
fixed in October last in consultation with 
the state chief ministers. The procure¬ 
ment up to March 6 had exceeded the 
quantity procured in the corresponding 
period of the previous season by as much 
as by 1.926 million tonnes. 

The procurement this year has out¬ 
stripped the last year’s levels in all itates 
except Kerala and Maharashtra. By 
March 6, it had been of the following 
order in the various states (’000 tonnes) : 
Andhra Pradesh 631.5, Assam 203.8, 
Bihar 52.9, Gujarat 21.7, Maryana 448.6, 
Jammu and Kashmir 40.9, Karnataka 
131.3, Kerala 13.9, Madhya Pradesh 
207.6, Maharashtra 48.1, Orissa 129.3, 
Punjab 1137.7, Rajasthan 24.5, Tamil 
Nadu 683.3, Uttar Pradesh 615.7, West 
Bengal 184.3, and others 18.9. 

favourable comparison 

This compared with the following 
levels of procurement (’000 tonnes) in 
the previous season upto the above date : 
Andhra Pradesh 404.6, Assam 87.4, Bihar 
45.8, Gujarat 10.1, Haiyana 226.7, 
Jammu and Kashmir 25.2, Karnataka 
78.1, Kerala 15.3, Madhya Pradesh 115.3, 
Maharashtra 55.9, Orissa 34.3, Punjab 
853.5, Rajasthan 8.0, Tamil Nadu 300.9, 
Uttar Pradesh 236.9, West Bengal 115.2, 
and others 16.3. 

Several states had exceeded! the rice 
procurement targets set for them. These 
included Assam, Haryana, Punjab, 
Rajasthan, Tamil Nadu and Madhya 
Pradesh. The following were the targets 
(’000 tonnes) set for the various states : 
Andhra Pradesh 1,000; Assam 130, Bihar 
100; Gujarat 50; Haryana 350; Jammu 
and Kashmir 50; Karnataka 200; 
Kerala 60; Madhya Pradesh 350; Maha¬ 


rashtra 175; Orissa 225; Punjab 1,000; 
Rajasthan 10; Tamil Nadu 600; Uttar 
Pradesh 550; West Bengal 400; others 30. 

Wheat procurement during the 1975- 
76 rabi marketing season too has pro¬ 
gressed quite well. It aggregated to 
4 075 million tonnes up to March 6, as 
against just 1.9076 million tonnes during 
the corresponding period of the previous 
rabi morketing season. Allowance here, 
however has to be made for the fact 
that in the 1974-75 marketing season, 
wheat procurement was not done on 
monopoly basis. The private trade was 
allowed to operate and was required to 
surrender to the government only a part 
of its purchases. 

marked improvement 

With the current rabi crop having 
progressed satisfactorily so far in almost 
all the growing areas, the procurement 
during the next rabi marketing season is 
expected to show a marked improvement 
over the 1975-76 season. Knowledgeable 
circles feel that it may be at least five 
million tonnes. 

With imports in 1975 aggregating to 
nearly 7.5 million tonnes of foodgrains 
and the procurement from within the 
country progressing well, the food situa¬ 
tion during the next financial year is 
expected to remain comfortable. 

Meanwhile, the Soviet Union is under¬ 
stood to have agreed to the repayment 
of its two million tonnes wheat loan 
made available in 1973, when we faced 
an acute shortage of food supply due to 
a sharp setback to indigenous production 
as a sequel to widespread drought and 
imports became difficult owing to spurt 
in international prices, in the form of 
exports of non-traditional goods from 
here instead of in wheat. The loan 
otherwise was to be repaid in kind over 
a five-year period beginning from 1976. 

In view of the satisfactory progress of 
the current rabi crop, the wheat procure- 


The union government also & ’;|ot in 
favour of any relaxation of the Current 
restrictions on the movement of wheat 
at least for the time being. It thinks that 
the current restrictions will have to be 
continued in the interest of maximising 
procurement which will help in building 
up a buffer stock. 


In a quick assessment of the expoit 
prospects for 1976-77, the Federation of 
Indian Chambers of Commerce and 
Industry has come to the conclusion that 
exports next year can be stepped up from 
an estimated level of about Rs 3,800 
crores this year to nearly Rs 4,450 crores, 
notwithstanding a significant decline 
likely in the sales of sugar, jute manu¬ 
factures, silver and cashew kernels, in¬ 
cluding cashewnut shell liquid. If a 
price increase of three to four per cent 
is assumed, the total value realisation 
from exports next year might be even 
around Rs 4,600 crores. 

The exports of sugar are expected to 
decline from about Rs 462 crores this 
year to Rs 388 crores and those of jute 
manufactures from Rs 250 crores to 
Rs 225 crores. Silver exports, it is felt, 
may go down from Rs 200 crores to 
Rs 180 crores. Cashew kernel exports 
may show a fall of Rs 5 crores—from 
Rs 101 crores to Rs 96 crores. 

The assessment covers primarily 29 
items which form nearly 90 per cent of 
our export trade. Excluding the above 
four items, all the other 25 items are ex¬ 
pected to yield higher expoit earnings. 
The sharpest increases are anticipated in 
the earnings from iron and steel—from 
Rs 110 crores to Rs 250 crores; leather 
and leather goods—from Rs 200 crores 
to Rs 300 crores; and textiles (cotton, 
art silk and rayon as well as handloom 
products)—from Rs 325 crores to Rs 430 
crores. 

Export of other items (in crores of 
rupees) are anticipated to grow to the 
following levels (the estimated current 
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gta brackets) 


^ ^ ^ r - tea ^60 

iWttTow £40 C190); gemsand jewel -1 
^.^140 (11(f); marine products 120 
ximpt unmanufactured tobacco 110 (100); 
bawfc chemicals, pharmaceuticals, cos- 
tncUcs, etc. 140 (100); oilcakes 85 (75); 
chemicals and allied products 113(72), 
spices 75 (70); wool and woollens 96 (65); 
gpgcessed foods 67 (60); coffee 60 (58); 
HPS groundnuts 80 (55); mica and mica 
products 30 (25); manganese ore 21 (20): 
COjT and coir products 20 (18); coal 25 
(1»; plastic and linoleum 22 (18); shellac 
16 (15). An increase of Rs 55 crore is 
txpfectei ip the exports of other mis¬ 
cellaneous items—from Rs 317 crores to 
Rs 372 crores. These figures do not take 
into consideration the likely price rise of 
3 to 4 per cent referred to above. 


helping exports 

The study has called for higher pro¬ 
duction to help the export drive by 
creating surpluses, even if it means a 
tightening of the belt on the home front. 
‘The emphasis in future”, it says, 
“should all the time be on restraining the 
pull of the home market through fiscal 
and other measures rather than giving 
too much emphasis on the compulsive 
element”. It also calls fora “bold and 
imaginative approach in the creation of 
industrial capacity” so that if many 
units come into existence and are unable 
to exploit the domestic market, they will 
perforce follow an aggressive export 
policy. 

The study suggests that measures of 
cash compensatory support should be 
allowed on a long-term basis. While in 
the short run, it says, there is no escape 
from grant of cash assistance, from the 
long-term point of view new modes of 
tax incentives for export promotion are 
desirable. Profits attributable to exports, 
it has been suggested, should be taxed at 
a concessional rate. In the case of the 
corporate tax-payers, such profits may be 
taxed at a flat rate of 30 per cent and in 
the case of non-corporate tax-payers 
only 50 per cent of the profits from ex¬ 
ports may be taxed. Time, the study 
adds, has come for the adoption of a 
forward-looking approach to exports by 
way of major liberalisation of credit for 
exports. In the case of deferred payment 
exports, long-term credit facilities need 
further review. 


* 


* 


A three-pronged strategy has been 
formulated by the department of Elec¬ 
tronics for expanding exports of electro- 
nip items. Firstly, after a considerable 
analysis of the world markets and the 
capabilities of our industry, 24 products 
have been identified as having good 
expo# potential. These include: (i) 
jmtfiXnm 4ttd antenna hardware; (ii) 


wirfmli irnrrfcn/nar 


capacitors— electrolytic, ceramic, paper, 
ftfastic film and tantalum; (Hi) connectors, 
plugs and sod ostaHiv) loudspeakers; (v) > 
microphones; (vf> fixed resistors—carbon 
film, wire wound and metal film and 
metal oxide; (vii) variable resistors; (viii) 
variable capacitors; (ix) semi-conductor 
devices, including integrated circuits; (x) 
receiving valves; (xi) crystals; (xii) relays; 
(xiii) printed circuit boards; (xiv) trans¬ 
formers, coils and chokes; (xv) electro¬ 
nic calculators—desk top and pocket 
size: (xvi) transistor radio AM/FM: 
(xvii) auto radios; (xvui) casctte tap- 
recorders; (xix) P. A. and Hi-Fi equipment; 
(xx) TV receivers, including portable 
ones; (xxi) oscilloscopes; (xxii) digital 
instruments: (xxiii) battery eliminators; 
and (xxiv) power supplies. 

Secondly, the development of the 
Santa Cruz electronic export processing 
zone at Bombay is being pursued vig¬ 
orously. By the end of the current 
calendar year, nearly 20 units are ex¬ 
pected to go into production in this zone. 
They will be exporting X-ray equip¬ 
ment, electronic watches, integrated cir¬ 
cuits and other conductor devices, test 
instruments, mica capacitors and tape- 
recorders. 

Thirdly, the public sector corporations, 
particularly Bharat Electronics and the 
Indian Telephone Industries, which have 
already secured some contracts for the 
export of radars and telephone switching 
equipment are attuning themselves more 
and more to catering for exports. 

computer software 

There is also considered to be good 
scope for the exports of computer soft¬ 
ware. Till the end of last year, exports 
of computer software had been effected 
to the Soviet Union, the United States, 
Canada, West Germany, Spain, Australia, 
New Zealand and Iran. Exports to the 
Soviet Union are expected to be nearl) 
doubled to Rs 1.5 crores this year. 

Between 1968 and 1974, electronic 
exports went up from about Rs 3 crores 
to as much as Rs 9.5 crores. Of the 
latter, about Rs 4.4 crores worth were 
exports of data processing equipment 
and about 10 per cent of sophisticated 
equipment and components, particularly 
in the fields of tele-communication and 
professional quality public address sys¬ 
tems. The exports of professional quality 
public address systems were primanl> 
from the small-scale sector. 

* * 

In its interim report submitted to the 
ministry of Comerce last week, the Bose- 
Mullick Committee on jute has disfavour¬ 
ed a cut in the production of Jute goods 
even though exports were not up to the 
mark. Chi the other hand, it has recom¬ 


mended liberalization of credit for mills 


feeing financial trouble, especially the 
“weak” mills. 


loan informal talk with pressman, 
last week, Mr Bose-Mulltck revealed that 
the Indian Jute Mills Association had 
not been able to prove that there was 
overproduction of jute goods. The fears 
of the industry about shortage of raw 
materials too were unwarranted. The 
latest reports indicated that in the end 
of the season, we will have a comfortable 
carry-over of raw jute. 

As regards credit, Mr Bose-Mullick 
expressed the view that banks could adopt 
a liberal approach in the interest of keep¬ 
ing up production as well as exports. 


filial report 


The final report of the committee, 
Mr Bose-Mullick disclosed, was expected 
to be submitted by the end of next 
month. It will deal with its other terms 
of reference, which included problems of 
individual units whose closure seemed 
to be imminent, the need fot moderniza¬ 
tion and replacement of machinery, 
research work relating to production of 
jute, development of new markets, pre¬ 
vention of speculative movements in the 
prices of jute goods and ensuring of the 
stability of prices. 

Mr J. P. Gocnka has been appointed 
chairman of the Jute Development 
Council. The council was formed some 
time ago to administer the cess to be 
collected from the jute manufacturing 
units to finance research efforts. 

Talking about the deliberations of the 
Parliamentary Consultative Committee 
attached to the ministry of Commerce, 
Mr Bose-Mullick said that the minister 
for Commerce, Prof. D. P. Chattopa- 
dhyaya, had told this committee that the 
government proposed to take over sick 
and closed tea gardens for five years in 
the first instance and then for another 
two >ears on annual extensions, if neces¬ 
sary. Legislation to this effect is envis¬ 
aged to be introduced in Parliament 
during the current session. 

* • 


The minister for Petroleum and 
Chemicals, Mr K. D. Malaviya, disclosed 
in Parliament last week that the Oil 
and Naturul Gas Commission had dis¬ 
covered another offshore oilfield about 
70 Kms. west of Bassein, a suburb of 
Bombay. Like the Bombay High struc¬ 
ture, oil has been found in the new area 
m a 71-mctre thick limestone structuie. 
This is considered to be very significant 
Drilling has been accelerated. The po¬ 
tential of the field will be assessed fully 
when the exploratory well is completed 
to the projected depth of 2,300 metres. 
The discovery w r as made at a depth of 
about 1,714 metres. 
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Rural business of LIC 


One of the aims of the nationalisation 
of life insurance business was to spread 
it to rural areas where people were not 

^ the benefit of this social scheme. 

nr to spread life insurance in rural 
areas and to ensure better access to 
policy holders in these areas, the Life 
Insurance Corporation has posted addi¬ 
tional field officers, opened new offices, 
provided better facilities for payment of 
premiums and organised increased publi¬ 
city through literature and posters in 
regional languages, films, mobile vans, 
broadcasting and participation in local 
exhibitions. 

Rural Insurance in an intensified form 
was undertaken in certain development 
blocks of Rajasthan and Bihar since 
1951. Similarly, in the year of 1959, 
Assam, Andhra Pradesh, Uttar Pradesh 
and Madhya Pradesh introduced this 
scheme through development blocks. In 
other states, this scheme was started 
in 1961. 

dose cooperation 

In the project areas, the field officers 
of the corporation work in close colla¬ 
boration with the respective state govern¬ 
ments and block development and village 
pandhayat officers. Where facilities for 
medical examinations are not available, 
policies can be issued without under¬ 
going medical examination, but subject 
to a limit of R$ 2,000, on the sum assur¬ 
ed and other safeguards as to age, term 
of insurance, etc. In areas, where gov¬ 
ernment doctors are available, these 
doctors can examine cases up to Rs 5,000 
irrespective of their experience and 
appointment. 

With a view to providing facilities for 
the collection of premiums and other dues 
in those rural areas where there are no 
banking facilities, a pilot scheme was 
introduced in Rajasthan in March, 1962, 
for collections through rural post offices. 
The scheme was confined to those rural 
and branch post offices which were doing 
savings bank work. The scheme is now 
operating throughout the country. 

The share of rural new business to 
total new business had increased from 


36.5 per cent of total policies in 1961 
to 3S.5 per cent in 1962-63. Thus the 
year 1962-63 experienced the maximum 
rural business. The share of this busi¬ 
ness has declined thereafter. The percen¬ 
tage share in total business had also gone 
up from 30.5 per cent in 1961 to 31.8 
per cent in 1962-63. So, the year 1962- 
63 gave the maximum rural business not 
only in terms of number of policies but 
also in terms of assured amount. The 
average percentage of these two years 
was 37.5 per cent of total policies and 
31.2 per cent of total business. It is 
disappointing that the share of the rural 
business whether in terms of policies or 
in terms of sum assured has not increased 
after 1962-63. 


During the period of fluctuating growth 
(1963-64 to 1969-70), the number of 
policies issued in rural areas was dec¬ 
lining. It went down from 5,85,000 in 
1963-64 to 4,61,000 in 1969-70. The 
decline was not only in absolute terms 
but also in relation to total policies. The 


Dr M. N. Mtahra 

percentage of policies issued in rural 
areas to total policies went up from 35.7 
in 1963-64 to 36.2 in 1964-65, but dee- 
lined to 35.9 in 1965-66 and farther to 
35.8 in 1967-68. The lowest percentage 
was 32.9 in 1968-69. 

The sum assured in rural areas went 
up from Rs 20.9 crores in 1963-64 to 
Rs 251.76 crores in 1969-70 with slight 
fluctuation. The minimum amount was 
Rs 197.84 crores in 1964-65. It shows 
that the sum assured was increasing in 
rural areas, although the sum assured 
as compared to total new business was 
not increasing; on the reverse it was dec¬ 
lining gradually. The percentage of sum 
assured in rural areas to the total new 
business went down from 30.2 in 1963- 
64 to 24.5 in 1969-70. 

Fluctuating incomes, low education and 
inadequate faith in insurance in rural areas 
perhaps are hindrances to the increase 
in rural business. The corporation has 
made attempts to overcome these diffi¬ 
culties. But much greater efforts appa- 


Table 1 

Share of Rural New Business to Total New Business 

On percentages) 


Year 

Share in total 
policies 

Share in total 
business 

1961 

36.5 

30.5 

1962-63 

38.S 

31.8 

Average 

37.5 

31.2 

1963-64 

35.7 

30.2 

1964-65 

36.2 

28.7 

1965-66 

35.9 

28.0 

1966-67 

36.0 

28.7 

1967-68 

35.8 

28.2 

1968-69 

32.9 

25.5 

1969-70 

33.0 

24.5 

Average 

35.1 

27.4 

1970-71 

31.4 

22.9 

1971-72 

31.6 

23.1 

1972-73 

31.9 

21.4 

1973-74 

31.3 

19.2 

1974-75 

31.8 

14.9 

Average 

31.6 

2(X3 - 
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tiie wuntryside. . ,, : 

■.i nwnbcr of policies issued 

w**5,17000 and the total average sum 
Assured was R« 223.93 crores during the 
lfriod 1063-54 to 1965-70. This reveals 
that flie number of policies as compared 
to' the average policies had declined 
whereas the assured sum as compared to 
average sum had increased. The 
average percentage of rural policies to 
total number of policies during this pe- 
riod was 35.1 and the average 
sum assured was 27.4 per cent. This 
comparison also discloses that the rural 
butitne$& had been declining whether in 
terms of policies or sum assured. 

tough competition 

During the period of competitive pro- 
fire* (1970-71 to 1974-75), the iural 
business of the LIC faced tough compe¬ 
tition from banks. After the natio¬ 
nalisation of 14 major commercial banks, 
branches of these banks started to be 
opened in rural centres which provided 
incentive to save more in the form of 
bank savings. The share of rural insu¬ 
rance in total policies declined from 31.4 
percent in 1970-71 to 31.3 per cent in 
1973-74, although there had been a slight 
improvement in 1974-75 when the per¬ 
centage went up to 31.8. During this 
period fluctuation in the share of rural 
policies in the total policies was the 
least. But so far as the share in total 
business was concerned, it went down 
from 22.9 per cent in 1970-71 to 14.9 
per cent in 1974-75. There was a slight 
increase in 1971-72. 


The number of policies issued by and 
the sum assured at the rural centres have 
recently gone down from 6,43000 policies 
and Rs 498.17 crores sum assured in 
1973-74 to 5,72000 policies and Rs 464.27 
crores sum assured in 1974-75. Thus, 
the rural business of LIC has consider¬ 
ably declined during the period of com¬ 
petitive progress.; 


The blame for this certainly goes to 
the corporation, although there arecer- 
tam basic difficulties in advancing insu-. 
ranee business in rural areas. The im¬ 
pediments are fluctuating incomes, mig¬ 
ration of rural population to urban 
litas, small faith in insurance and com¬ 
petition from the profitable saving sche- 
nes of banks and post offices. Surely 
he LIC has to exert more to attract 
msiness in rural areas. When the banks 
nd post offices are able to attract large 
nsiness/the LIC too should be able to 
o better through evolving suitable 


' j«. ■ ■ ' - 

ft fe ver? disapboihtiug that the aver- 
peidhare of rural business Jin the total 

tafewiBoo^ami 


business of the Ll£ went down from 31.2 
per cent in the period of early growth- 
1961 to 1962-63—to 27.4 per cent in the 
period of fluctuating business—1963-64 
to 1969-70—and further to 20.3 per cent 
in the period of competitive progress— 
1970-71 to 1974-75 The percentage of 
rural population is still 70 per cent of 
the total population of the country. No 
significant change has occurred in the 
rural set up. It is a pity that the num¬ 
ber of policies issued as well as the sum 
assured in rural areas have gone down 
in 1974-75. 

Zone-wise Rural Business : The rural 
business in the southern zone has been the 
maximum since the nationalisation of 
life insurance. This is evident from the 
fact that the percentage of rural policies 
to total policies was 47.2 per cent in 
1961, 40.0 pei cent in 1969-70 and 38.3 
percent in 1972-73. The rural business 
amounted to 42.5 per cent, 32.0 per cent 
and 29.1 per cent during the correspond¬ 
ing years. 


It clearly reveals that the souther 
zone was more willing than other zone 
to issue policies to rural population an 
was very active in spreading insurant 
business in rural areas. The minimui 
percentage of rural business was in th 
western zone; the percentage of run 
policies to total policies was 24.3 pe 
cent in 1961, 23.1 per cent in 1969-71 
and 22.6 per cent in 1972-73. Similari; 
the share of sum assured was 17.7 pe 
cent in 1961, 14.3 per cent in 1969-70 am 
12.6 per cent in 1972-73. The lowest rura 
business in the western zone was eviderr 
from the high concentration of business 
in urban areas in and around Bombay 
It reveals that the Bombay division atom 
was procuring more business than that oJ 
a small zone. Evidently rural business 
was much less in the western zone. II 
indicates that rural population in the 
western zone was not well-educated and 
well-settled. 

The rural business in the northern zone 
could have been higher with a coverage 


Table II 


Zone-wise Rural Business 


Zone 


1961 

1969-70 

1972-73 

Per cent 
of total 
policies 

Per cent 
of total 
business 

Per cent 
of total 
policies 

Per cent 
of total 
business 

Per cent 
of total 
policies 

Per cent 
of total 
business 

Northern 

35.6 

30.1 

22.5 

16.9 

23.2 

16.4 

Central 

39.6 

33.4 

39.8 

33.5 

36.7 

23.4 

Eastern 

33.4 

28.2 

36.1 

29.7 

36.6 

29.1 

Southern 

47.2 

42.5 

40.0 

32.0 

38.3 

29.1 

Western 

24.3 

17.7 

23.1 

14.3 

22.6 

12.6 

Total 

36.5 

30.5 

33.0 

24.5 

31.9 

21.4 


Table III 

Index of Rural Business and Agricultural Production 


Year 

Total 

Rural 
Business 
(Rs. crores) 

Per cent 
to total 
Business 

Rural 

Business 

1963-64= 

Agricultural 

Production 

100 

1963-64 

209.40 

30.2 

100 

100 

1964-65 

197.84 

28.7 

84.5 

110.7 

1965-66 

220.62 

28.0 

105.4 

92.2 

1966-67 

217.22 

28.7 

103.7 

92.3 

1967-68 

235.46 

28.2 

112.2 

112.2 

1968-69 

235.12 

25.5 

112.2 

. 110.5 

1969-70 

251.76 

24.5 

120.2 

117.9 

1970-71 

296.37 

22.9 

141.5 

126.4 

1971-72 

375.90 

23.1 

179.5 

106.0 

1972-73 

441.45 

21.4 

210.5 

115.1 , 

1973-74 

498.17 

19.2 

237.9 

126.7 

1974-75 

464.27 

14.9 

221.7 

N.A. 
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of mote village population, but it was at 
the lowest except that of one zone. This 
does no credit to the northern zone where it 
could not muster enough rural business in 
spite of bright prospects. In 1969*70, the 
percentage of rural policies as compared 
to its total policies was the lowest in the 
northern zone among all the zones. 

Rural insurance business is linked with 
agricultural prosperity. Rural business 
had increased from Rs 209.4 crores in 
1963-64 to Rs 251.76 crores in 1969-70 
and further to Rs 498.17 crores in 1973- 
74. So, the index number of rural 


insurance had increased from 100 in 
1963-64 to 120.2 in 1969-70 and further 
to 237.SMn 1973-74. Similarly, the in¬ 
dex number of agricultural production 
had increased from 100 in 1963-64 to 
117.9 in 1969-70 and further to 126.7 in 
1973-74. Although, there was no paral¬ 
lel effect on the rural business due to 
change in agricultural production, it is 
certain that the increase in agricultural 
production stimulates rural insurance. 
The increase in rural insurance was not 
only due to increase in production, but 
to other reasons also such as effective 
propaganda. If in 1964-65, rural insu¬ 


rance business didinM Ah 
creased ®grfcaftuf«l prodoettoa, tfee «e* 
son could be slackness on the jtartbf 
the insurance workers. Moreover, the 
increase in production would stimulate 
business in the subsequent year and not 
in the same year. After 1966-6?, the 
rural insurance business improved signi¬ 
ficantly although the agricultural produc¬ 
tion had a fluctuation increase. How¬ 
ever, the increase in rural insurance 
business was always higher than the in¬ 
crease in agricultural production. 


Management by objectives 

L N. Maheshwari & Rakath Sharma 


The last 15 years have seen exponential 
growth of research, discovery, and inven¬ 
tion in the field of physical sciences and 
similar efforts have been made in the 
social sciences. Recent work in the field 
of human motivation and performance 
and in organisational behaviour has pro¬ 
duced findings that have given us a new 
insight into how people really work and 
how managers should manage to allow 
the greatest possible creativity and inno¬ 
vation towards the accomplishment of 
organisational goals. 

Dr. Cari Rogers of the Uni¬ 
versity of Chicago puts it this way : 
“In a time when knowledge, cons¬ 
tructive and destructive, is advancing by 
the most incredible leaps and bounds into 
a fantastic age, genuinely creative adap¬ 
tion seems to represent the only possi¬ 
bility that man can keep abreast of the 
kaleidoscopic change in his world...A 
generally passive and culture bound 
people cannot cope with the multiplying 
issues and problems, unless individuals, 
groups, and nations can examine, cons¬ 
truct and creatively devise new ways of 
relating to these complex changes, the 

lights will go out.Not only individual 

maladjustment and group tensions, but 
international annihilation will be the 
price we pay for a lack of creativity”. 

useless methods 

Dr. McGregor of MIT says; “Manage¬ 
ment by direction and control whether 
, implemented with the hard, the soft, 
or the firm-but-fair approach fails under 
today’s conditions to provide effective 
motivation of human effort toward 
organisational objectives. It fails because 
direction and control are useless methods 


of motivating people whose physiological 
and safety needs are reasonably satisfied 
and whose social, egoistic, and self- 
fulfilment needs are predominant”. 

defined results 

Management by objectives is a system 
of management in which every depart¬ 
ment and every individual is working 
towards achieving defined results m key 
areas of accountability during a specified 
period of time. Thus, rather than oper¬ 
ating in a day to day, week to week, or 
year to year basis and at the end of the 
period simply working back to see what 
happened, management by objectives 
determines ahead of time what the orga¬ 
nisation wants to achieve. Thus it is not 
a system which emphasizes crisis points 
at the expense of everything else. As 
stated, it assumes that certain basic per¬ 
formance requirements are met on a 
continual basis in all key areas of a job. 

Some additional important assumptions 
should be understood. First, this defi¬ 
nition assumes that the manager has 
identified the areas of the job or depart¬ 
mental activity where certain results qre 
sought. Second, the definition assumes 
that for each specified area of accounta¬ 
bility, certain minimum acceptable 
standards of performance have been set. 
Finally, the definition assumes that a 
concerted effort is always made to reach 
new levels of achievement by identifying 
and overcoming problems that hinder 
accomplishment. 

Thus, there is a difference between the 
concept of management by objectives and 
ordinary standard setting. Some of these 
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differences can be summarized as follows: 

1 . Standards are static; once set, they 
tend to remain fixed. Objective¬ 
setting is that new goals are cons* 
tantly set and some additional im¬ 
provement is always sought. 

2 . Objective-setting tends to cut across 
the whole spectrum of departmental 
functions rather than just a few 
areas. 

3. Standards often reflect levels of 
performance which are adequate 
but not necessarily maximum; objec¬ 
tives call for the best that a depart¬ 
ment or an individual can give. 

4. Objectives are accompanied by plans 
for their achievement. They are 
concerned with making things 
happen that might otherwise not 
occur. Standards are usually used 
to measure performance after the 
fact. 

The tie between the concept of manage¬ 
ment by objectives and motivation is a 
strong and basic one. Much of the 
rationale of the concept is rooted in the 
idea that it is a way of unleashing the 
fult motivation potential in people to 
that they can make the maximum contri¬ 
bution. The high degree of individual 
motivation is triggered by structuring the 
work situation so that people can be$t 
satisfy their own needs' as they Woric 
towards the objectives of the unit. 

Although there are many facets to 
providing the climate in which employees 
can satisfy their needs, when dear ssjAS* 
tives are established, an 4 mpJqyeq hat a 

MAimit, if* 




purpose in bis work. As a 
mult; of this, persona! morale will be 
Ugh. Reasonable and clear objectives 
and high motivation go hand in hand. 
Clear objectives give purpose, meaning, 
vitality and direction to the work that 
people do. They contribute significantly 
to mental and emotional involvement 
and foster the type of personal commit¬ 
ment desirable for each person. 

In addition to the influence of objec¬ 
tives on individual motivation there are 
also some general department-related 
advantages to objective setting. First, 
when a manager sets departmental objec¬ 
tives, he is taking a step towards making 
things happen that might otherwise not 
occur. For the same reason that a 
navigator on an airplane must develop a 
flight plan to help a safe and on-schedule 
arrival at his destination, a manager must 
set objectives if he expects the depart¬ 
ment to accomplish its mission. 

Second, objectives focuss attention on 
results. They direct the stream of total 
effort towards achievement of specific 
goals and restrict random activity and 
ad hoc decisions. Without objectives, 
there is likely to be a tendency for the 
total operation to lack direction. 

Third, objectives encourage efficient 
and economic operations. Costs are 
minimised because of the emphasis on 
consistency. Joint effort is substituted 
for uncoordinated piecemeal activity, an 
even flow of work replaces an uneven 
flow, and deliberate decisions take prece¬ 
dence over snap judgements. 

keeping on track 

Finall), objectives facilitate control 
and seive as a yardstick against which to 
measure accomplishment. The purpose 
of control is to ensure that events con¬ 
form to plans and to make things happen 
that might otherwise not occur. If objec¬ 
tives are defined clearly, they aid in 
keeping the department “on track” by 
providing definite direction on a conti¬ 
nuous basis. 

The development of departmental 
objectives is a step-by-step process, with 
each succeeding step an elaboration and 
refinement of the previous one. Given 
below are outlines of a procedure which, 
when followed, can result in a meaningful 
department plan for accomplishment and 
growth. However, what appears on 
paper to be a rather simple and straight¬ 
forward process is, in actual practice, a 
time conauming and difficult one. 

iiraa) economist 

! < 


1. The foremost task here is that the 
major areas, where the manager must 
'concentrate his own managerial effoits in 
a planning, organising, directing and con¬ 
trolling sense, are delineated. 


are suggested 

1. Identify the problems or areas o 
difficulty which must be over.com 
foi improved achievement. 


2. Delineate the specific activities 
which should be carried out in each area. 

3. Performance accountability in major 
areas is identified. 

The rationale behind this approach is 
two-fold. First, it crystallises in a general 
way the overall function, purpose, or 
service of the department as it relates to 
both the organisation as a whole and to 
other specific departments with which it 
is closely allied. Second, the groundwork 
for the integration of effort between 
departments is laid and also the basic 
guideline for interdepartmental activity 
begin to take shape. 

quantitative measures 

For each area of responsibility, a speci¬ 
fic measure of successful performance 
should be established; where possible, 
these figures should be quantifiable in 
terms of numbers, percentages, time or 
some other type of figure, in most cases 
it is possible to develop this type of 
measure. The preciseness, of course, 
varies, but some measure is better than 
none at all. Where no quantification of 
any kind is possible, it is desirable to 
develop a scries of specific statements 
which describe the general conditions 
that will exist when the area of responsi¬ 
bility has been adequately met. 

Once the specific objectives have been 
set, the question of how to achieve them 
becomes paramount. Achievement does 
not occur by accident but rather is the 
result of well-formulated plans and pro¬ 
grammes. In developing plans to 
accomplish results, the following steps 


2. Having identified the problem areat 
the manager must now determim 
what might be done to overcom 
these difficulties. 

3. From the list of what might b 
done, it can be determined wha 
will be done. Which items are ke; 
factors ? Where is the biggest pay 
off of effort concentrated ? Thii 
recognizes that there is a limit t< 
the amount of attention and effor 
that can be given to an operatioi 
and also that there must be som< 
degree of correlation between ■ effor 
and eventual payoff. 

The list of what might be done t< 
overcome a given problem often can bi 
divided into two parts : those things tha 
involve adjustments, and those over whicl 
the department itself has control. Ini 
tially, the latter should receive the atten 
tion. It is easy for the manager to sa; 
that achievement of results is out of hi 
control, but this is seldom altogether 
true. Although reaching the maximun 
level of accomplishment may depend o t 
the interdependent action of seyera 
departments, there is usually a consider 
able amount that can be done on ar 
interdepartmental basis. 

When more than one department must 
be involved, it is desirable to set a 
shorter-range objective reflecting what 
can be achieved with improvements 
within the department itself—and a 
longer-range objective which would reflect 
the results desired if cooperative action 
is taken. Definite plans and target dates 
should then be set to achieve the shorter-i 
range goals while laying the groundwork 
for longer-range achievement. 
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WINDOW ON THE WQHiO 


What are Euromarkets ? *-!£"* 


I 

An International Market 

)nb of the most striking developments 
n international finance in recent years 
ias been the emergence of the Euro- 
narket. From insignificant oiigins, they 
lave grown into a major force to be 
eckoned with by all large borrowers 
nd lenders of money, and by the world’s 
monetary authorities. Euromarkets have 
een largely responsible for changing the 
ice of European commercial banking 
nd of the policies of European central 
anks. This report outlines the leasons 
>r the existence of the euromarkets, the 
schnical aspects of their operation, and 
leir influence on the development of 
anking and monetary policies in western 
urope. 

Although the eurodollar market is the 
est known of the euromarkets, it is 
>day far from being the only one. The 
jroaollar market now includes a variety 
F other currencies: eurosterling, euro- 
sutschmarks, euroswissfrancs, etc. 
he eurodollar market has also extended 
om a simple banking or money market 
id now covers bonds as well. Eurobonds 
a e issued, bought and sold in dollars in 
»me European currencies or even in 
tificial accounting units. 

The euromarket is the closest and best 
ling that the world has to a truly 
itemational capital market. Although 
icre are plans for currency unions and 
>mbined capital markets in Europe, 
ley are unlikely to come into existence; 
lyway there already exist in the euro- 
arkets several of the features sought in 
monetary union. The market is able 
> absorb massive transactions beyond 
te scope of most national capital mar- 
:ts. It has developed a structure that 
is withstood considerable strains over 
,c last two years, including the collapse 
a major international bank and the 
rge rise in the price of oil. This has 
d oil surplus countries to deposit on a 
uly massive scale in the euromarkets 
id the deficit countries to borrow from 
in like amounts. 

Nor is the market only European. 
ASTERN ECONOMIST 
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Euro” means non-US rather than ex¬ 
clusively European. The market did, it is 
true, originate in Europe—in fact—under 
the tolerant gaze of the Bank of England, 
but a eurodollar can exist anywhere 
outside the USA where there are no 
regulations preventing domestic banks 
from accepting deposits denominated in 
dollars. 

A good starting point for a description 
of the working and functions of the 
eurodollars markets is to define them. 
Let us start with eurodollars : a euro¬ 
dollar is a deposit denominated in US 
dollars in a bank outside the USA. Thus 
a dollar deposit in a London bank is a 
eurodollar but more significantly dollar 
deposits in a foreign branch of a US 
bank are also eurodollars. 

Nor does it matter who is the depositor 
or the eventual lender of the dollars. The 
depositors can be in the USA or Europe 
or anywhere else in the world; the same 
goes for the borrowers—and eurodollars 
still stay eurodollars. Thus both US and 
European depositors can, to some extent 
create or extinguish eurodollars by their 
choice of what bank they deposit with. 
If they put their deposit in a bank in the 
USA they are ordinary dollars but once 
outside the USA they ate eurodollars. 

eurodollar deposits 

How does the eventual borrower affect 
the issue ? He does not—with one 
exception. If the original bank relends 
eurodollar deposit to another non-US 
bank then another eurodollar deposit is 
created, because there is another dollar 
deposit outside the USA. But if the 
original bank relends to anyone else, 
including a US bank, on new eurodollars 
are created. 

The same is the true of other currencies, 
though here some interesting points arise. 
An old theory about the eurodollar 
market was that it was the counterpart of 
a US balance of payments deficit. This 
notion was dear to the French under 
General de Gaulle. It is, of course, true 
that the eurodollar market expanded 
enormously during a period of US 
external deficit, but the proposition is 
nonetheless an oversimplification. If a 
euromarket is the counterpart of a 



balance of payments deficits, how is it 
that there is a large eurodeutschmark 
market, when West Germany has had 
persistently large surpluses, and how is it 
that there is a weak and small euroster¬ 
ling market, when the UK has been 
traditionally in large deficit ? Clearly 
there is more to the old theory than this 
and much of the argument depends on 
the definitions. 

II 

The Distinction 

There is in fact a world of difference 
between mature eurocurrency markets 
such as the eurodollar market, and rudi¬ 
mentary markets, such as the eurosterling 
market. Although the mature currency 
markets began life and operated in much 
the same way as the rudimentary euro¬ 
currency markets do now (they are no 
more than a minor addition to the 
national money markets), this is no 
longer the case with the eurodollar mar¬ 
ket, which has grown into a fully-fledged 
market in the own right. The important 
distinction here is whether the market 
has its own particular and individual 
source of loan demand or whether it 
simply serves the domestic market. 

Let us consider a specific example. The 
eurosterling market is small, but so far 
as it exists it is operated in Paris. The 
way that a eurosterling deposit is created 
is when a non-UK resident makes, e.g. a 
3-month deposit in a Paris bank. The 
Paris bank’s problem is that because the 
market is so limited, there are no solid 
borrowers of eurosterling and the bank 
cannot therefore make a eurosterling 
loan to one of its customers. Thus the 
only asset that the Paris bank can acquire 
with its 3-month sterling deposit is 
another bank deposit, which means that 
it must relend the funds to a UK bank 
(because UK residents other than banks 
are forbidden to borrow sterling from 
abroad). As a market this is crude: it is 
essentially a redeposit market because it 
has no borrowers who are prepared to 
create the assets which a mature euro¬ 
currency market needs. 

But how is that anyone ever bothers 
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to make a eurosterling deposit at all ? 
Tlfi$ wesifift qpotflghte the crucial role 
played by the monetary and exchange 
control policies of European central 
banks in the development of the euro¬ 
markets. At first glance it might look as 
though the Paris banks are merely re¬ 
depositing in London; they cannot offer 
higher interest rates than London banks 
are offering direct to depositors. But there 
is, in feet, an incentive to make euro¬ 
sterling deposits. The Bank of England 
operates a complex and comprehensive 
system of exchange controls, the main 
function of which is to prevent UK resi¬ 
dents exporting cash abroad and so 
running down the UK’s reserve of gold 
and foreign currency and depressing ster¬ 
ling’s rate of exchange, but these exchange 
controls have important reactions because 
they inhibit natural arbitrage flows in 
and out of the UK. 

arbitrage flows 

Slight differentials in interest rates or 
currencies or prices induce arbitrage 
flows. Thus an arbitrager seeks oppor¬ 
tunities to borrow at one rate and lend 
the money at a slightly higher rate else¬ 
where, or to buy foreign currency in 
country A and to resell at a profit in 
country B. The banks are the main arbi¬ 
tragers in any money market. If there 
were no controls one would expect euro¬ 
sterling interest rates and domestic ster¬ 
ling interest rates to coincide—because 
the minute that they got out of line a 
bank would step in and force the rates 
back into line by arbitraging. However 
the Bank of England in fact controls 
UK banks closely, and limits the amount 
by which any bank can have a net short 
sterling position. This means that UK 
banks are limited in the amounts that 
they can lend in the eurosterling market. 

As a result of this edifice of controls, 
therefore, arbitrage flows do not fully 
equate eurosterling and domestic sterling 
interest rates. The Bank of England on 
occasion takes advantages of this split in 
the sterling market to engineer higher 
interest rates in the eurosterling market 
than at home. The bank wishes to do 
this when sterling is under pressure 
abioad, and when it is necessary to 
attract strong capital flows by offering 
better interest rates on sterling to non- 
UK residents while simultaneously avoid¬ 
ing interest rates hike at home. 

In a normal money market the central 
bank engineers higher interest rates either 
to borrow from the market itself or to 
make the banks short of reserve assets. 
The Bank of England cannot do this in 
the eurosterling market, so it must sell 
sterling forward in amounts large enough 
to depress the forward sterling rates and 
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create a larger discount or a smaller 
premium against the US dollar. 

The point of this manoeuvre is that it 
is the same as raising interest rates by bor¬ 
rowing from the market. To explain why, 
we must put ourselves in the position of 
non-UK resident. A larger forward dis¬ 
count on sterling means that we can sell 
sterling spot and buy it back in the 
forward market more cheaply because the 
discount is larger. These transactions, 
although more complicated are equiva¬ 
lent to taking a sterling deposit at a 
higher rate of interest. 

The paradox, therefore, is that a 
depositor in the eurosterling market actu¬ 
ally holds a dollar asset, because it is 
common for him not to take a euroster¬ 
ling deposit formally, but only its equiva¬ 
lent. The mechanics are : 

1. He sells his sterling for dollars 
spot. 

2. At the same time he buys his ster¬ 
ling back in the forward market at a 
discount, so buying back his sterling at a 
predetermined rate. 

3. He invests the dollars that he is 
holding in a dollar deposit. 

Thus, his total return is the interest on 
his dollars plus the forward discount on 
sterling. This, in fact, is the general 
rule : the eurosterling rate equals the 
dollar rate plus the forward discount on 
sterling versus dollars. 

The same is generally true for all euro¬ 
currency markets other than the euro¬ 
dollar market. The mere existence of 
exchange controls or a strict banking 
regime creates the possibility for a euro¬ 
currency market concerned with rede- 
positing within the banking system rather 
than lending to Anal borrowers. 

German example 

There are, however, differences in 
different European countries. The euro- 
deutschmark market contrasts with the 
eurosterling market. West Germany 
seeks to prevent an inflow of capital 
(whereas UK controls seek to prevent an 
outflow) and the forward deutschmark is 
usually at a premium against the dollar, 
whereas sterling is usually at a discount. 
The Bardepot, when it is operational, 
is a powerful set of controls to prevent 
capital inflows into West Germany. Thus 
the eurodeutschmarket is a method for 
non-residents to take deutschmark de¬ 
nominated assets outside West Germany. 
It is often possible to do the same by way 
of foreign exchange transactions as by 


deposit transactions : so when the 
exchange markets are not stringently con* 
trolled in West Germany, controls on 
non-residents taking deutschmark: 
deposits can be circumvented by forward! 
foreign exchange transactions. Whenj 
this is possible the eurodeutschmarkj 
interest rate will tend to equal the euroA 
dollar interest rate minus the premium) 
on foreign deutschmarks. 

The premium on forward deutschmarks 
can at times become large when, for 
example, the market is expecting a reva* 
luation of the mark and is buying for¬ 
ward deutschmarks hoping to make a 
profit out of the revaluation. It is possi¬ 
ble for the forward discount to get so 
large that it exceeds the dollar interest j 
rates, and when this happens the euro-i 
deutschmark rate goes negative, i.e, 
lenders are paying interest in order to 
lend and borrowers are receiving interest 
for the privilege of borrowing, but the 
eurodeutsch market is, as a market, more 
mature than the eurosterling market and 
there are natural borrowers of euro- 
deutschmarks. 

mainly political 

The eurodollar market differs from 
other eurocurrency markets. For decades 
London banks took some small dollat 
deposits, which they redeposited with 
banks in New York. The fillip to the 
market came during the cold war, when 
for political reasons, the eastern bloc 
preferred to keep its dollar balances it 
London rather than New York. It is 
difficult, if not impossible, for the USAj 
to freeze dollar balances in London 
whereas they can easily freeze balan< 
in New York. Political motives fiav< 
recently re-cmerged to cause the eur 
dollar market to grow, because many oii 
exporters think their dollars are 1 
vulnerable in London than New Yor 
and prefer eurodollar deposits to U! 
domestic dollar assets. 

The eurodollar market ceased to bi 
merely a redeposit market with politic 
overtones when borrowers of eurodoll 
emerged. Ironically, this was a result o\ 
controls placed on US markets in the Jati 
1960s to bolster the US balance of pay 
ments. These controls sought to present 
capital outflows from the USA bull 
because multinationals and other com¬ 
panies could not borrow in New Yorkj 
to export capital outside the USA, thejj 
turned to the eurodollar market foj 
funds. These controls killed New Yor! 
as the world’s main financial centre an 
re-established it for a time in London. 

Coincidentally, the USA’s balance ol 
payments deficit led to the growth o^j 
dollar deposits outside the USA, whicli 
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became almost permanent when in 1971 
the dollar ceased to be convertible into 
gold. At the same time, European cen¬ 
tral banks became large recipients of 
dollars as a counterpart to the US 
balance of payments deficit, so they 
•began to place some of their dollars in 
the euromarket rather than in US govern¬ 
ment securities in New York. 

The huge dollar surpluses of the oil 
‘exporters have been the latest and great¬ 
est spur to the growth of the eurodollar 


market. To a large extent these surpluses 
end up in the eurodofiat market coun¬ 
tries with balance of payments deficits 
which look more and more to the euro¬ 
dollar market for loans. These include 
both developed countries (such as the 
UK) and many developing countries. 

Sources and acknowledgements : The 

foregoing summarises, by special arrange¬ 
ment, an exclusive report in the latest 
issue of European Trends published quar¬ 
terly, to subscribers only, by The Econo¬ 


mist Intelligence, Unit (27 St fames’* 
Place, LondonS W la: INT) and obtain¬ 
able in India in rupee payments from 
3 . A. Shah, 67 Marine Drive, Bombay 
20, but the EIU is responsible neither for 
the wording of my summary nor for my 
interspersed comments. 

This report will be completed in our 
issue dated Apiri 4, in an article entitled 
Where Are the Euromarkets ? 


j Indo-US collaboration 


i 

| In the past two years we have all 
learned that no nation, or group of 
nations, can solve its economic problems 
[in isolation. We have witnessed that 
[inflation and recession affect us all. We 
[have also seen that no country can 
[achieve redress by exporting its economic 
[difficulties or by exacting an exorbitant 
price from others. 

1 The type of future that we all seek for 
the wellbeing of our people cannot be 
shaped by the sweeping tide of blind 
economic forces but depends upon the 
deliberate choices that statesmen make. 
The world’s nations can struggle in 
national or ideological contention or they 
can acknowledge their interdependence 
and act out of a sense of community. 
The United States—as the world’s strong¬ 
est economy—has always demonstrated 
its resilience and has actively sought—and 
chosen—the path of cooperation for we 
believe that tests of strength really 
benefit no nation. 

cooperative approach 

The United States is committed to a 
cooperative approach and in this we seek 
the participation of all. We have much 
to offer. As the most productive nation 
in the world our energy science, indus¬ 
trial technology, and managerial skills 
ire the most advanced in the world and 
ive have tremendous potential in terms 
rf both technology and investment capi- 
:al to he able to undertake productive 
development in any country. We also 
nave much to gain from cooperation for 
:>ur needs of raw materials, finished pro¬ 
ducts and services are also the largest of 
iny nation in the world. I see no reason 
vhy, with a cooperative approach, India 
ind the United States cannot enlarge the 
>asis for a constructive commercial and 
economic relationship that will foster the 
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This Is the text of the remarks by 
the US Ambassador to India at tha 
seventh annual general meeting of 
the Indo-American Chamber of Co¬ 
mmerce, Bombay on March 4,1976. 

prosperity of all. Each of us has a stake 
in the progress of the other. 

In the past year, Indo-US trade in¬ 
creased substantially over 1974. In 1975 
our trade totalled about $1.8 billion 
(Rs 1,440 crores) compared to $1.3 bil¬ 
lion (Rs 1,040 crores) in 1974. The 
entire increase in trade represents US 
exports to India which amounted to 
$1.3 billion (Rs 1.040 crores) in 1975—a 
fact which underlines the importance of 
the current effort of Indian history and 
government to promote Indian exports. 

Impressive as these figures seem, they 
do not fully convey the extent of inter¬ 
dependence between our two countries. 
India supplies the United States with 
almost 65 per cent of our jute carpet 
packing needs ; one-third of our require¬ 
ments of cashewnuts; and almost one- 
fourth of all our imports of raw shrimps 
and prawns. In addition, India is a 
principal supplier in such non-traditional 
Indian exports as hand tools ; bicycles ; 
pipes and fixtures; electronic components; 
castings; textiles both machine made 
and handloomed ; sporting goods ; and 
a host of other consumer and manufac¬ 
tured products. Indian handicrafts of 
which the United States is the largest 
single buyer, enrich many American 
homes. 

The United States on the other hand, 
supplies India with almost 60 per cent 
of its heavy earthmoving equipment; 
53 per cent of specialized machine tool 
requirements; 38 per cent of special 
purpose pumps and valves ; nearly one- 
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fourth of all scientific, industrial and 
process instrumentation ; 70 per cent of 
computers and related equipment impor¬ 
ted ; and nearly 40 per cent of all the 
new oilfield prospecting and drilling 
equipment that is being used in India's 
search for much needed oil resources and 
its developments. United States com¬ 
panies are closely associated with the 
supply of mobile off-shore drilling rigs, 
survey vessels, and in providing technical 
consultancy and off-shore exploration 
expertise. This is only a partial list of 
our present commercial interdependence. 
The potential is far greater. 

more competitive 

On January 1, the United States 
brought into effect the Generalized Sys¬ 
tem of Preferences which accords over 
2,700 products of developing countries 
duty free import status. As a result of 
this, India stands to gain substantially 
for its exports will become more com¬ 
petitive in the US market. Of the 550 
Indian items that entered into India’s 
foreign trade with the US in 1974, there 
are three items where the Indian margin 
of preference will be 30 per cent or more; 
29 items where the margin of preference 
will be 20 per cent or more; and 129 
items were the margin of preference will 
be 10 per cent or more. 

Today the United States accounts for 
almost 30 per cent of outstanding private 
foreign investment in India. Beginning 
from a very small base, US private 
investment in India is currently estimated 
at about $350 million (Rs 280 crores). 
This figure also does not adequately 
convey the full breadth of the contribu¬ 
tion that this investment has made to 
India’s overall development. While the 
United States is the second largest foreign 
investor in India, investments pioneered 
by US companies over the years have 
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’ £**•? £ devehppacat catalysts, la kcvctrI 
kcymjuqriml wan »&*% petroleum 
fieitfiinrs, Ite ditini^ati, phu> 
^JweuliaUi^ synthetic rubber, electronics, 
Jwrting, hotels and several other 

Over 25 per cent of the total external 
wd to India in the past year came from 
the United States. Thus aid amounting 
to nearly 1300 million (Rs 240 crores) 
was channelled through multilateral insti¬ 
tutions such as the International Deve¬ 
lopment Association, the UN Develop¬ 
ment 7 Programme and the UN Fund for 
Population Activities. Additionally, the 
United States will fund about one-fifth 
of the new International Fund for Agri¬ 
cultural Development of which India will 
be a mqjor beneficiary. 

food aid 


the guidelines issued under its provi¬ 
sion*- This is also one of our major 
cpnceriw and we -have on-going discus¬ 
sions with the Indian government on its 
implications. We at the Embassy have 
MpKl nj*ny AtheifcQi firm* with these 
pro*)terns as well as with others such as 
those connected with dividend remittances 
and the establishment of new joint 
ventures in India. I can assure you that 
we will continue this assistance. 

The Indian government is perfectly 
within its right to enact any legislation 
or to frame any ground rules for foreign 
investments in India that it considers 
appropriate. While we do not question 
this right, we hope that its implementa¬ 
tion of these rules will be in a spirit of 
buiness realism and administrative states¬ 
manship that will not impose undue 
hardship on companies that are involved. 


totals more than 15 billion dollar 
(Rs 12,000 crores). Yet most American! 
are unaware of the important contribu¬ 
tion these foreign investments make $c 

our economy. 

\ 

In America, foreign invpstaaggr are 
subject only to those restrictions which 
apply equally to similar American firms. 
Foreign investors pay the same corporate 
taxes, observe the same laws governing 
corporate structure and labour relations, 
and are liable to the same strict penalties 
for monopolistic or other unfair business 
practices as apply to American investor. 

Foreign investment has many advan¬ 
tages ; it provides: 

—additional capital to promote 
growth in key sectors of an econo¬ 
my during early years of industrial 
growth ; 


Shipments of wheat and other agricul¬ 
tural products under Public Law 480 
amounted to $225 million in 1975. 
PL-480 provides for these shipments to 
be made either as grants or under long¬ 
term financing at nominal interest rates. 

We have just had the first meeting in 
New Delhi of the Indo-US Joint Busi¬ 
ness Council which provides the forum 
for a mutual discussion of the problems 
and prospects relating to existing and 
future developments in Indo-US trade 
and investment relations. A meeting of 
'the Sub-Commission on Economic and 
Commercial Affairs is scheduled for later 
this month and I hope that many of the 
issues which restrict or impede greater 
commercial cooperation will be discussed 
and, hopefully, resolved. 

Even duiing the past few years, when 
Indo-US political relations have been 
under strain, we have endeavoured not 


Private investment has always been a 
major factor in the growth of the global 
economy. Indeed, our own American 
history should be enough to convince 
others that the interests of recipient 
nations are not always subservient to the 
interests of investor countries. In the 
19th century, British capital contributed 
significantly to the rapid expansion of 
the American railway system, while 
French money helped build the American 
chemical industry. American oil fields 
were developed by a combination of 
domestic and foreign capital. Capital 
from Germany speeded the growth of 
our chemical and plastics industries. 
Recently, Japanese capital and invest¬ 
ments by the oil rich nations of the 
Middle East has also begun to move into 
the United States. 

Today foreign investment in the U.S. 


—an influx of new technology into 
key industrial areas and the tech¬ 
nicians required for rapid industrial 
expansion ; 

—creates jobs ; 

—stimulates competition with domes¬ 
tic industry, encouraging highei 
efficiency and bringing lower prices 
to the consumers ; 

—provides additional revenue to the 
local government. 

The flow of the capital and technical 
skills from abroad has never thieatened 
American sovereignty or undermined 
American policies. Instead, it has helped 
build a vigorouly expanding economy. 
Responsible foreign investment in India 
can have a similar effect. 


only to keep open channels of commer¬ 
cial cooperation but have actually suc¬ 
ceeded in promoting greater intercharge. 
Within the last three years, we have 
brought out four specialized US trade 
missions to India consisting of senior 
executives of US corporations who have 
shown specific and positive interest in 
establishing mutually beneficial commer¬ 
cial relationships with counterparts in 
India within both the private and public 
sectors. We have also undertaken seve¬ 
ral Other trade promotional measures to 
try and bring to the attention of Indian 
officials, businessmen! scientists, and 
other key decision-makers the latest deve¬ 
lopments in US industry and I am fully 
conscious that one of the major concerns 
that confronts many of you here this 
afternoon is the uncertainty that you 
face as a mult of actions already under¬ 
taken or contemplated, under the 
Foreign Exchange Regulations Act and 
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The Health Survey and Development Com¬ 
mittee was appointed by (he government of India 
in October 1943 to make (a) a broad survey of 
the present position in regard to health conditions 
and health organization in British India and 
(b) recommendations for future developments. 
Its report published on March 4, this year, a 
summary of which appears elsewhere in this 
issue., is a very able document. It devotes a 
whole volume to a comprehensive survey of exist¬ 
ing health conditions in this country. The 
recommendations for the creation of a better 
standard of national health through the develop¬ 
ment of an organized health service on the most 
modern tines are embodied in another volume. 
Unfortunately the committee has excluded from 
its sutvey the critical war-period, 1941, which 
was undoubtedly characterised by a marked 


deterioration in the public health of this counti 
and whose effects we arc bound to carry forwarc 
in the postwar period. The next generation it 
bound to bear on it all the marks of dcprivatioc 
especially of protective foods in the early foima 
tive period, rhe committee got so engrossed ii 
the analysis of long-term fundamental causes ant 
the formation of a long-term programme basei 
on the highest ideal of the most modern medica 
service for every person in the country irrespec 
tive of his ability to pay, that it hardly presents 
the pressing problems of the immediate present 
in their proper peispective. In fact, you do nol 
get to know them except by inference from long 
term trends and programmes. But for this, th< 
committee's survey and analysis leave hardly 
anything to be desired. 
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TJJIS IS ONLY AN ANNOUNG®'N4E^T AND NOT A PROSPECTUS 
AmnwimK Regarding effer ef 1,80,000 Equity Stem ef *•/- *«* 
* a ® hk '' to (be Public for cash at par. 

BOKIYU TANNERIES 

LIMITED (Incorporated under Companies Act. 1956) 

Regd. Office : 160, Golf Links, New Delhi-110003 

Factory : Podupakkam, Distt. & Taluk Chteghpat (Tamil Nadu) 

The Subscription List will Opeufag 19th March 1976 Closing 7th April 1976 

_ saA Alar* P AIM MfUinPPfnPTlt » ® 



Regd. Office : 
Factory 

The Subscription List will 
open at the Commencement ^ 
of Banking hours on Monday 
the 29th March, 1976 and 
will close at the close of 
Banking hours on Wednesday 
the 7th April, 1976 or Earlier 
at the Discretion of the 
Directors, but not Earlier than 
the close of Banking hours on 
Thursday, the 1st April, 1976. 

Persons interested in further 
details may obtain copies of 
the prospectus and applica¬ 
tion forms from the Regis¬ 
tered Office of the Company, 

! Managing Brokers to the 
Issue, Brokers, Underwriters 
and Bankers to the Issue or 
1 any of their Branches men- 
* tioned herein. 

‘ Applications are being made 
; to Delhi and Madras Stock 
Exchanges for permission to 
: deal in and for official quota- 
\ tion of the equity shares of 
; the Company. 

< BRIEF HISTORY 

i The Company was incor- 
« porated as a Private Limited 
] Company on 7th July, 1973 
» and was subsequently convert¬ 
ed into a Public Limited 
Company. The main objects 
of the company arc to manu¬ 
facture, buy, sell and deal in 

< all kinds of leather and leather 

1 products, as set out in the 
\ Memorandum of Association, 
j The immediate object is to set 
\ up a tannery for processing of 

2 leather at Pudupakkam, Dist. 
i & Taluk Chingleput (Tamil 

< Nadu). The company has 
\ been licensed to manufacture 

< finished leather with an annual 
\ capacity of IS lacs number of 

< skins. 

>< PROMOTERS 
t 2 The Company has been 
'promoted by M/s. Yugo 
i £ Lntraco Private Ltd., New 
1 Delhi (a Company incorporat¬ 
ed under the Companies* Act 


1956) and Mr. A Hafeezur 
Rahman, Managing Partner of 
South East Tanning Co*, 
Madras who have been supp¬ 
lying semi-finished goat and 
sheep skins to foreign colla¬ 
borators for processing into 
finished leather in their tan¬ 
neries abroad for the last 13 
years. The total export of 
such leather by the promoters 
runs into several crores of 
rupees annually. 

FOREIGN COLLABO¬ 
RATION 

The Company has entered 
into an agreement with M/s. 
Cibalia, Vinkovci, Yugoslavia 
under the terms of which the 
collaborators have undertaken 
to supply technical know-how 
to the company without any 
royalty or other charges, be¬ 
sides contributing 25% of the 
equity capital in the form of 
plant and machinery already 
supplied by them. 

PROJECT 

The Company has made 
considerable progress with the 
implementation of the project. 
Construction of all the major 
buildings is in advanced stage. 
Most of the imported machines 
have reached the site. It is 
estimated that erection of all 
the equipments will be com¬ 
pleted well in time to enable 
the company to start commer¬ 
cial production by 30th June, 
1976. 

MARKETING 
Under the terms of the 
licence, the entire production 
of the company is to be ex¬ 
ported. There is a big demand 
for all types of leather abroad. 
Moreovei, the collaboration 
have undertaken to purchase 
the entire production of the 
company if so desired. The 


marketability of the company's 
products is thus assured. 


PRdVrr ABILITY . : • 

In view of the assured »«- 
ket for its products, the Co»- 
pany expects to earn suffictem 
profits in the form of foreign 
exchange to be able to (*y a 
reasonable dividend to the 
shareholders for the second 
year of their going into com¬ 
mercial production, 

OBJECTS OF THE ISSl® 

This issue is being made 
for the purpose of meeting a 
part of the project cost esti¬ 
mated at Rs 97 lakhs. 


30,00,000 


11,98,000 


12,00,000 

28,00,000 

10,00,000 


SHARE CAPITAL R »- 

Authorised -‘ 

5,00,000 Equity Shares of Rs 10/- each 50,00,000 

Issued, Subscribed aod Paid-up 

200 Equity Shares of Rs 10/- each allot- 2,000 

ted as fully paid up for cash at par 
to the subscribers to the Memo¬ 
randum and Articles of Association. __ 

1,19,800 Equity Shares of Rs 10/- each allot- 11,98,OW 

ted as fully paid up for cash at par 
to Promoters and their Associates. — 

Present Issue 12,00,000 

2,80,000 Equity Shares of Rs 10/- each for 

cash at par 28,OU,wu 

Reserved for Allotment 

1,00,000 Equity Shares of Rs 10/- each rc- 10,00,000 

served for allotment to C1BALLA 
VINKOVCI YUGOSLAVIA and 
their non-resident Nominees INTER¬ 
TRADE, LJUBLJANA, YUGO¬ 
SLAVIA, for consideration other 
than cash. 

Now offered for Public Subscription in Cash tt pur. 

1,80,000 Equity Shares of Rs 10/- each. 

APPLICATION AND TERMS OF PAYMENT : 
APPLICATIONS MAY BE MADE ONLY BY 
INDIAN NATIONALS AND MUST BE FOR A 
MINIMUM OF FIFTY EQUITY SHARESl OR 
MULTIPLES THEREOF, AND AMOUNT PAY¬ 
ABLE SHALL BE AS UNDER 

On Application.R* 2.50 per share 

On Allotment.Rs 2.50 per sham 

(Payable within 3 weeks from the date of 
allotment) . , , 

The balance of Ra 5/- per share shall be payable .in 
two calls to be made by the Board of Directors with 
an interval of not less than two months between the 
calls and betw een allotment and the first call. 

” BOARD OF DIRECTORS 

Name, Address & Occupation 
1. Rabindra Chandra Dutt 2. A. Hafcez-ur-Rahman 


18,00,000 


1. C.S. (Retd) (Chairman) 
Son of Late Mr. P.C. Dutt 

2, Kautilya Marg, 

13/39, Chanakya Puri, 

New Delhi. 

Company Director 


(Director) 

(Son of Shri AbdulRavoof) 
13-A, College Road 
Madras. 

Industrialist. 







3. Juri$k Chandra 

mskmm 

iDtasetorl 

(Son vt Late Mr. M.R. 
W&dhawan) 

4850/24, Ansari Road, 
Delhi-1 10006. 

Chartered Accountant. 

4. Ognjen Kaludjercic 
(Director) 

(Sen of late Mr. Milan 
Kaladjerdc) 

160, Golf Links, 

New Delhi 
Business 

5. Megan Treppo 
(Director) 

(Son of Mr. Treppo) 
Mow Pijadejeva 29, 
61000 Ljubljana 
vYugoslavia) 

Company Director. 

6. Dugan Stefancic 
(Alternate Director to 
Mr. Maijan Treppo) 
(Son of Late Mr. Anton 
Stefancic) 

7, Bishop’s Garden 
Off Greenways Road 
Madras 
Business. 


7. Andjdko Bilusic 

IsonoH&r. Petaf Bilusic) 
Rade Koncara-3. 

56000 Vinkovd 
(Yugoslavia) 

Company Director. 

8. JakovBuljan 
(Alternate Director to 
Mr. Andjelko Bilusic) 
(Son of Mr. Petar Buljan) 
7, Bishop’s Garden, 

Off Greenways Road 
Madras 

Company Director 

MANAGING BROKERS 

H. P. Mehta A Company 
304, Surya Kiran 
Kasturba Gandhi Marg, 

New Delhi* 110001 

BROKERS 

DELHI 

I. H.P. Mehta & Co., 

304, Surya Kiran, 
Kasturba Gandhi Marg, 
New Delhi-110001 


UNDERWRITERS 

The entire public issue of 1,80,000 equity shares of the 
total value of R$. 18,00,000 has been fully underwritten as 
follows 

Name * Amount 

Rs. 

INSTITUTIONS 

Industrial Finance Corporation 5,00,000 

of India, Bank of Baroda Building, 

16, Parliament Street, New Delhi 

Tamil Nadu Industrial Investment 5,00,000 

Corporation Ltd., 

“Arul Manai”, 

26, Shites Road Madras 

OTHER UNDERWRITERS 


H. P. Mehta A Co. 5,00,000 

304, Surya Kiran 

Kasturba Gandhi Marg, New Delhi 

J.C. Mehta A Co. 1,00,000 

44, Stock Exchange Building, 

Asaf Ali Road, New Delhi. 

Bharat Bhuahan A Co., 1,00,000 

H-45, Connaught Place, New Delhi 
R.K. Chugh A Co., 1,00,000 

6-54, Stock Exchange Building, 

Asaf Ali Road, New Delhi - 

Total: 18,00,000 


Directors are satisfied that the resources of the Under¬ 
writes* are sufficient to discharge their respective undertaking 
cfettytifMtt. 


2. J.C. Mehta A Co , 

4A Delhi Stdck Exchange 
Aiaf Ali Road 
New Delhi-110001 

3. Bharat Bhusan A Co., 

H-45, Connaught Place, 

New Delhi-110001 

4. Amrit Lai Bajaj A Co. 

United India Life Budding, 
‘F* Block, Connaught Place, 
New Delhi. 

5. Vinod Kumar A Co., 

A-6, Connaught Place 
New Delhi-110001. 

MADRAS 

1. Dalai A Company, 

National Insurance Building 
362, N.S.C. Bose Road, 

Post Box No 149, Madras 

2. Chitra A Co., 

322-323, Linghai Chetty 
Street Madras 

3. Kothari A Sons 
Post Box No. 3309 
‘Kothari Buildings’ 
Nungambakkam 
High Road Madras 

4. Paterson A Co. 

Post Box No. 48, 

Vanguard House (111 Floor) 
11/12, Second Line Beach 
Madras 

5. Sikander Lai A Co. 

42, Delhi Stock Exchange, 
Building, Asaf Ali Road, 
New Delhi-110001 

6. Surinder Rode A Co„ 

42, Delhi Stock Exchange 
Building, 

Asaf Ali Road, New Delhi. 

7. Raja Ram Bhasin A Co., 
‘Jewan Mansion’ 

8/4 Desh Bandhu Gupta 
Road, New Delhi-110055 

8. Mohan Lai Gauba A Co. 

6 A 47 Delhi Stock 
Exchange Building, 

Asaf Ali Road, New Delhi. 

9. R.K. Chugh A Co. 

6-54, Stock Exchange 
Building, 

Asaf Ali Road, New Delhi. 
BOMBAY 

1. Batlivala A Karani, 

Union Bank Building, 

Dalai Street, Fort, Bombay. 

2. Chimanlal J. Dalai A Co. 
107, Stock Exchange New 
Building, Dalai Street, 

Fort, Bombay. 

AHMEDABAD 

1. Chinubhai Chimanlal Dalai 
Mahurat Pole Naka, 

Manck Chowk, Ahmedabad. 

2. Champaklal Bhailal Chokshi, 
Manek Chowk, 

Near Share Bazar, 
Ahmedabad. 


3. Laxminarayan N. Gupta 
A Co*, 

Anandji KalayaRji Building 
Opp. Dhanasuthar’s Pole 
Relief Road, 
Ahm*dabad-38(MX>1, 

CALCUTTA 

1. Place, Siddons A Gough 
(P) Ltd., 

6 Lyons Range, 

Calcutta-700 001 { 

2. Chunilal T. Mehta, j 

8, Lyons Range, 

Calcutt-700 001 

3. Khandelwal Brothers, 

25, Swallow Lane, Calcutta. 
BANGALORE 

1. Vijai A Co., 

9, Eleventh Main Road, 
Malleswaram, Bangalore-3. 

2. M. Nanjappaiah Jahgirdar, 
205, Cavalry Road, 

Post Box No. 4271 
Bangalore. 

HYDERABAD 
I. S.S. Sodhi 

5-9-110/3 King Kothi 
Road, Hyderabad. 

INDORE 

1. Pushkarlal Ghudawala 
44, Bada Sarafa, Indore. 
AUDITORS 

J. Dish A Company 
Chartered Accountants, 
4850/24. Ansari Road, 

New Delhi. 

BANKERS TO THE ISSUE 

(I) State Bank of India 
Nungambakkam, Madras- 
600001 or any of its main 
offices at : 

Ahmedabad, Bangalore, 
Bombay (Apollo Street, 
Fort) 

Calcutta (1 Strand Road) 
Hyderabad, Indore, 

Madras (6 A 7 North 
Beach Road) New Delhi 
(11, Parliament Street) 

(II) Bank of India 
Parliament Street, New 
Delhi-110001 or any of its 
main offices at 
Ahmedabad (Bhadra) 
Baroda, Bangalore, 

Bombay (70-80 Mahatma 
Gandhi Road) 

Calcutta (Jawaharlal Nehru 
Road) 

Hyderabad (Nampally 
Station Road) Indore, 
Madras (Errabalau Chetty ; 
St) Vijayawada (Prakasam 
Road) 

Visakapatnam (Harbour 
Road) 











Ceiling of Bank Interest 

The reserve Bank on March 
12, prescribed effective from 
March 15, a ceiling of 16.5 
per cent on the lending interest 
chargeable by larger Indian 
and all foreign banks. The 
ceiling is inclusive of the 7 
per cent Centra! tax on banks 
interest income from advances. 
Net of the tax, the ceiling is 
approximately 15.5 per cent. 
The ceiling will cover advances 
including bill finance, but not 
the advance subject to selec¬ 
tive credit controls. About 15 
per cent of total bank credit 
is currently lent to over 16 
per cent interest. According 
to Reserve Bank data, out of 
the total bank lending of 
Rs 5910 crores relating to 
accounts with credit limits of 
over Rs 10,000 as on the last 
Friday of December 1974, 
Rs 923 crores were lent at 
interest rates of over 16 per 
cent, about 42 per cent of such 
high interest advances went to 
medium and large industries. 
Wholesale trade got about 
Rs 154 crores. 

The ceiling will afTort sub¬ 
stantia] relief to such borrow¬ 
ers, though hank with demand 
and time liabilities between 
Rs 25 crores and Rs 50 crores 
arc allowed to charge a maxi¬ 
mum of one percentage point 
higher than the ceiling rate of 
16.5 per cent and banks with 
demand and time liabilities 
totalling less than Rs 25 crores 
are exempt fiom the ceiling. 
The Reserve Bank's approach 
was clarified by the Governor 
Mr K. R. Puri, in a letter to 
banks issued after a meeting 
with them recently. The letter 
states that some of the practi¬ 
ces which have been observed 
i in the course of policy imple¬ 
mentation are out of tune with 
; the basic objectives of such 
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policy and have to be correct¬ 
ed. The maximum rates of 
interest on credit that are 
charged by banks fall in this 
category. The incidence of 
such high rates has also fallen 
on a number of small borrow¬ 
ers. The Reserve Bank has 
made no change in deposit 
interest rates nor has it altered 
the minimum lending rate of 
12.5 per cent prescribed for 
advances other than categories 
specifically exempted. Redis¬ 
count and refinance ccntainuc 
to be wholly discretionary. 

Maximum Lending Rate 

Within this policy frame 
work, the lending interest 
ceiling has been introduced 
with a view to bringing about 
an appropriate relationship 
between the bank rate and 
the maximum lending rate, 
according to the Reserve Bank 
Banks are required to ensure 
that there are no upward or 
downward readjustment of 
interest rates down the line. 
This suggests that the Reserve 
Bank does not want the aver¬ 
age rate of interest within the 
ceiling framework to rise. It 
has been told the banks that 
within the ceiling rates of 
interest prescribed banks may 
realign existing interest rates 
in such a manner that the 
differential between demand 
cash credit, loan component 
and the term loan representing 
the excess borrowing to be 
amortised-in terms of Tondon 
norms-is maintained. In other 
words, banks are required to 
maintain a 1.5 per cent differ¬ 
ential over the loan compo¬ 
nent. This would suggest that 
a downward adjustment as a 
result of ceiling coverage is 
not ruled out. 

An important direction 

*i06 


given to banks relates to the 
’Calcul&Uon of interest rates. 
This vjuw with the break up 
of the period for which loans 
are granted. Many banks 
calculate interest on a monthly 
basis and this inflates the total 
cost of credit. The Reserve 
Bank has therefore told the 
banks that they mu t allow 
borrowers quartely rates. 
Furthermore, it has told banks 
that although the penal rates 
on irregular account will not 
be covered by the operation 
of the ceiling rate of interest 
banks should not look upon 
penal rates as a source of 
revenue. The exemption is 
designed to give some mano¬ 
euvrability to banks. The 
essential objective of charging 
a penal rate should be to 
discipline the borrowers, the 
Reserve Bank has stressed. 


An important point that 
emerged at this meeting 
was the emphasis on the need 
for stepping up of the flow of 
bank funds in backward states 
and rural areas. Mr Puri point¬ 
ed out that the credit-deposit 
ratio in these areas should be 
raised. He stressed banks would 
have to involve themselves 
in a bigger way in extending 
credit and bank operations in 
the rural sector. The aboli¬ 
tion of money lending and 
bonded labour under the 20- 
point programme should lead 
to spread of institutional cre¬ 
dit facilities. Banks will have 
to evolve an effective expendi- 
tious action programme in this 
direction. 


Referring to the varying 
practices among banks in 
charging penal rates and ser¬ 
vice charges, the Governor 
underlined the importance of 
mutual consultative process 
among the bank themselves on 
procedural matters and com¬ 
mercial practices. It is desir¬ 
able, he pointed out, that as 
far as possible there is volun¬ 
tary discipline among banks, 
the Reserve Bank stepping in 
only in exceptional cases when 
the voluntary system fails to 
bring about a mutually accep¬ 
table solution. He asked the 
Indian Banks Association to 
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ForeignTratteGap 

Exports from this * country 

including re-exports during 
January 1976, were .worth 
Rs 333.13 erodes as compared 
to Rs 260.89 crores in the 
corresponding month of 1975, 
registering a rise of nearly 
28 per cent. However, the 
cumulative figures of exports 
during the first ten months of 
the current financial year 
(April-January, 1975-76) was 
Rs 3023.02 crores as com¬ 
pared to Rs 2615.96 crores in 
the corresponding months of 
the preceding year, ind : cating 
a rise of 15.6 per cent. Imports 
in January 1976 were worth 
Rs 442.62 crores as compared 
to Rs 508.61 crores during 
January 1975, thus registering 
a decrease of 13 per cent. The 
cumulative figure of imports 
during the first ten months 
of the current financial year 
(April-January 1975-76) was, 
however, Rs 4558.64 crores as 
compared to Rs 3598.16 crores 
in the corresponding months 
of 1974-75, indicating a - rise 
of 18.4 per cent. 

Deficit Trade 

The deficit in trade for the 
ten months has gone up to 
Rs 1235.62 crores as against 
Rs 982.20 crores for . the 
corresponding period of 1974- 
75. The rise in India's eX-. 
ports during the current finan¬ 
cial year is maintained at a 
rate of around 15 per cent. 
This expansion is to be seen 
in the background of over 
100 per cent increase realised 
during the last three years. 
India's exports have increased 
from Rs 1608.0 crores in 
1971-72 to Rs 3304.0 crores 
in 1974-75. 

In order to increase the 
tempo of exports from the 
country, a number of steps 
have been taken. These in¬ 
clude the implementation Pf 
the recommendations of the 
Empowered" Committee qit 
Engineering Exports, extension 
of selected recommendations. 
of the Sondhi Committee to 
other items, announcement of 
the rates of cash sesistaoce; 

/ * ’’'; 





ftwseleqted items til) the end 
<if the current financial year* 
payment; of doty drawback 
and cant assistance through 
the nationalised banks of 
exporters' choice, waiver of 
import duty on advance im¬ 
port licences and simplification 
of the procedure for release of 
foreign exchange for business 
travel. 

Development of Uttar 
Pradesh HIM Areas 

Emphasis under the state 
Plan has been placed on ac¬ 
celerating the development of 
comparatively backward, areas 
of the hill districts and of the 
eastern districts of UP. 
Attempts have been made to 
make regional plans for the 
development of both these 
areas. In the case of the hill 
districts, the centre is provid¬ 
ing extra central assistance, 
under the integrated sub-plan 
for the development of hill 
areas based on local require¬ 
ments. The sub-plan for UP hill 
areas has been prepared for 
fifth plan period and will be 
finalised shortly. Special 
central assistance is being pro¬ 
vided to the state to supple¬ 
ment its efforts in implement¬ 
ing this sub-plan in addition 
to the overall central assistance 
given under the state 
Plan. The annual Plan for 

1974- 75 provides for Rs 21.0 
crores for development of hill 
districts and Rs 68.87 crores 
for the eastern districts. The 
annual Plan for 1975-76 pro¬ 
vides for Rs 22.71 crores for 
development of hill districts 
and Rs 73.46 crores for the 
eastern districts. The per 
capita special central assistance 
given to UP hill areas during 
the two years 1974-75 and 

1975- 76 was Rs 31.4. 

Concorde Files to Caracas 

The Air France Concorde 
will enter regular commercial 
service between Paris and 
Caracas on April 9. The 
announcement of this second 
SST route comes after one 
month of successful Concorde 
operations between Paris and 
Rio during which load factors 
have averaged between 70 and 
*0 per cent. Concorde, which 
cruises at a speed of 1400 
mph, will cover the 4,734 
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miles between the French and 
Venezuelan capitals in ju6t 
oyer six hours, including a 50- 
minute stop ih the Azores. This 
compares with the current 
eleven and one and a half hour 
flying time on subsonic flights 
over the same route. The 
Air-France Concorde carries 
100 first class passengers in a 
two-by-two configuration. 
The fare charged on the 
Paris-Caracas flights will 
be the current first class fare 
plus 20 per cent. 

Export Credit and 
Guarantee Corporation 

The Export Credit & Gua¬ 
rantee Corporation (ECGC) 
recorded nearly 30 per cent 
growth rate in 1975 and its 
business crossed Rs 2,000 
crores. Earlier it had taken 
the Corporation sixteen years 
to cross the Rs 1000-crore 
mark in 1973. The total 
volume of business transacted 
during the year under insu¬ 
rance policies to exporters and 
guarantees to banks grew from 
Rs 1,634 crores in 1974 to 
Rs 2,110 crores at the end of 
1975. The value of shipments 
covered under the Corpora¬ 
tion insurance policies ac¬ 
counted for over Rs 400 
crores and the banks advances 
covered under guarantees 
accounted for over Rs 1,700 
crores. 

The Corporation’s role in 
helping the Indian exporters 
and entreprenuers in the 
export of capital goods and 
technical services and in sett¬ 
ing up turn-key projects 
abroad has been fast growing. 
During the year, the Corpo¬ 
ration covered exports of 
capital and producer goods 
and projects like sugar mill 
machinery, textile machinery 
and transmission line towers, 
to countries like Indonesia, 
Sudan, Tanzania, South 
Korea, Libya and Thailand. 
At the end of 1975, the Cor¬ 
poration had underwritten 
risks of the value of over 
Rs 200 crores for such pro¬ 
ject/exports. Among the gua¬ 
rantees issued by this Corpo¬ 
ration to banks to facilitate 
exporters in getting export 
finance and to meet other 


export obligations, packing 
credit guarantee (covering pre- 
shipment advances) continued 
to be most important, account¬ 
ing for over Rs 1,500 crores 
and contributing as-much-as 
73 per cent of the total busi¬ 
ness. Forty-six banks in India 
are today availing of this 
facility ; twenty-two of them 
have blanket cover on all 
their packing credit advances 
under whole turnover gua¬ 
rantee of the Corporation. In 
the process of the extension 
of its services. Corporation 
brought over 1000 new ex¬ 
porters on its rolls during 
1975. The total number of 
exporters holding policies rose 
to over 4800 at the end of the 
year. 

The Corporation is planning 
to introduce the Post-Shipment 
Credit Guarantee in the 
whole turnover form. This gua¬ 
rantee covers losses arising in 
advances by banks against 
export bills. When introduced 
it will go a long way in 
enabling banks providing 
export finance quickly to ex¬ 
porters. It may be recalled 
that the Corporation is already 
offering a whole turnover pack¬ 
ing credit guarantee to banks. 
This is very popular with 
banks and advances of value 


Rs 1296 crores has been 
covered under whole turnover 
packing credit guarantee. Dur¬ 
ing the year, the Corporation! 
also liberalised some of itsj 
existing schemes. The cover! 
to banks under its export 
performance guarantees was 
raised from 66J per cent to| 
75 per cent of this loss, with-! 
out increasing the premium. 
Further banks were given thel 
option of seeking cover unden 
this guarantee, upto 90 perj 
cent loss on payment of pro¬ 
portionately higher premium. 

National Equity Fond 

Mr T. A. Pai, union minis 4 
ter of Industry and Civil Sup¬ 
plies, addressed a special, 
meeting of the Standing 
Committee on Credit Facili¬ 
ties of Small Scale Industries 
Board recently. The meeting 
was attended by senior repre¬ 
sentatives of the banks. He 
urged that special attention 
should be given by the banks 
and state financial corpora¬ 
tions to the credit needs of 
small-scale industries. 

Mr Pai stated that weeding 
out of the small-scale units as a 
result of the census operations 
and the practical disappearance 
of premium on scarce raw ma-, 
terials had strengthened the 
viability of genuine small scale . 




***** 


$ DEFENCE OFFERS 
GOLDEN OPPORTUNITY 

TO Industrialists 4 Entrepreneurs 

THROUGH Indigenous supply of thousands of 
Defence Items displayed at Ordnance Sample 
Room at Industrial Estate, Ambattur, MADRAS-58 
(Tele. No. 632477) 

Full information available 
at Sample Room 

HELP YOURSELF 
SAVE FOREIGN EXCHANGE 
^ PROMOTE SELF - RELIANCE 
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units and provide incentives 
for better quality and greater 
productivity. He said that 
the present conditions offer 
excellent opportunities for 
development of cntrpereneu- 
rial talent, especially those of 
engineers and other technical 
personnel. 


Mr Pai told the Committee 
members that with this 
technical back-up of expertise 
and skills, optimum utilisation 
of local raw materials and 
- easy availability of scarce raw 
'materials, including imported 
'jones, it was necessary that 
^commensurate credit arrange¬ 
ments with * simplified proce¬ 
dures were extended by the 
v banks. He stated that the 
^results of a study conducted 
jby the State Bank of India 
•and of a recent survey carried 
{ out by the Development Com- 
'jmissioner (SSD had shown 
■ Jthat a greater volume of bank 
’credit was required for small- 
Jscale units to reach the break¬ 
even point and generate suffi- 
Jcient surplus to meet the 
i ’interest, depreciation and 
|, modernisation liabilities. 

| (Mineral Production 
; ;in 1975 

i.; 

£ r The total value of mineral 
J (production in India was of 
i dls 1,0049 crores in 1975 as 
against Rs 806.4 crores in the 
*■ (previous year registering an 
1 (increase of 25 per cent. This 
( excludes the value of atomic 
| minerals and minor minerals. 
i According to the Indian 
I jBurcau of Mines, ministry of 
t jSteel and Mines, mineral fuels 
1 Recounted for Rs 790.4 crores 
1 pr about 79 per cent of the 
i jotal value of mineral produc- 
I jion, metallic minerals 
i 133.7 crores or 13 per cent 
land non-metal lie minerals 
\ Jls 80.8 crores or 8 per cent 
fjiuring the year 1975. Iron 
I; }>re and copper ore arc the 
t post important constituents 
1 ,)f the metallic group, account- 
r jag for Rs 74.0 crores and 
jU 20.0 crores respectively, 
jtxnong the non-metallic mine- 
.als, limestone contributed 
i jts 38.1 crores, phosphorite 
: Is 19.8 crores and dolomite 


Rs 3.5 crores during the year 
1975. 

With base 1970-= 100 the 
index of mineral production 
(quantum) increased to 128 
during 1975 from 114 in the 
previous year. ■ Among the 
mineral fuels, production of 
coal increased by 14 per cent 
to 95.9 million tonnes duiing 
1975. The output of petro¬ 


leum (crude) at 8.3 million 
tonnes recorded an increase 
of 10 percent in 1975. Among 
metallic mineral, the produc¬ 
tion of copper ore rose by 28 
percent to 1,831,000 tonnes 
in 1975 compared to the out¬ 
put in the previous year. 
Chromite rose by 26 per cent 
to 4,99,000 tonnes and bauxite 
rose by 14 per cent to 
1,270,000 tonn?s. The pro¬ 


duction oF iron ore at 41.3 
ntiltyon tonnes recorded an 
increase of 16 per cent and 
manganese ore at 1,531,000 
tonnes an increase of 2 per 
cent in 1975. However, the 
production of gold at 2*824 
kilogrammes declined by 10 
per cent during the year. 

Among the principal non- 
metallic minerals, the produc- 


LOOKING (OR EXPORT OPPORTUNITIES DURING TS76-77 

The Govt, of India, Ministry of Commerce proposes to organise Indian 
participation in the following fairs and exhibitions :— 

International 

i) Milan International Fair, (Italy), April 14*23, 76. 

ii) Poznan International Fair, (Poland), June 6-17, 76. 

iii) Saba Saba International Fair, Dar-es-Salaam (Tanzania), 

July 1-8, 76. 

iv) Plovdiv International Fair, (Bulgaria), September 3-10, 76. 

v) Tehran International Trade Fair, (Iran), September 19- 
October 1,76. 

vi) Algiers International Trade Fair, (Algeria), October 1-17, 76. 

vii) Baghdad International Fair, (Iraq). 

viii) Bucharest International Fair, (Romania), October 16-26, 76. 

ix) Frankfurt Spring International Fair, (FDR), February 1977. 

x) Tripoli International Fair (Libya) March 1-20, 77. 

xi) Leipzig Spring International Fair, (GDR), March 13*20, 77. 

Indian Exhibitions (Dates to be fixed) at Hong Kong, Lagos (Nigeria), 
Dubai, Brazil, Mexico, Kuala Lumpur (Malayasia), Suva (Fiji) and USA 

For further details please contact : 

DIRECTOR, 

Exhibitions and Commercial Publicity, 

Ministry of Commerce. 

Govt, of India, 

Udyog Bhavan, New Deibi-110011. 
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tiofi of dolomite ' at 1,453*000 
. tonnes rose by 22 per cent in 
1975 and magnesite at 3,13,000 
tonnes increased by about IS 
percent. The production of 
limestone was at 25.8 million 
tonnes in 1974 and 1975. 
However, the output of phos¬ 
phorite at 4,29,000 tonnes in 
1975 declined marginally by 
one per cent. 


Mining Industry Meet 


The metalliferous mining 
industry has made significant 
progress in this country during 
the last decade. To review 
the progress made so far, 
identify the problems connec¬ 
ted therewith and propose 
possible solutions, the Indian 
Bureaue of Mines is organis¬ 
ing a metalliferous Mining 
Industry get-together at Nag¬ 
pur from April 10 to 12,1976. 
Mr Chandrajit Yadav, minis¬ 
ter of steel and mines and 
Mr S. K. Mukherjee, Addi¬ 
tional Secretary, Department 
of Mines are to attend. The 
officers of the central and 


state government, executive 
engineers from the mining 
industry, representatives of 
the mining machinery and 
explosive manufacturers* 
scientists. and technologists 
from research laboratories, 
teaching institutions and con¬ 
sultancy films, etc., are being 
invited to attend. 


During the course of 
the get-together, it is 
proposed to hold an inau¬ 
gural session, five technical 
sessions and a concluding ses¬ 
sion. In the technical sessions, 
one paper each will be pre¬ 
sented on the growth of min¬ 
ing industry in the last decade 
and the problems connected 
therewith in relation to (a) 
underground mining, (b) open¬ 
cast mining, (c) functioning 
of a mineral data bank, (d) 
technical consultancy in the 
field of mining and (e) benc- 
ficiation of ores and minerals. 
The major part of the sessions 
will be devoted to discussions 
by delegates. An exhibition 
depicting the progress of the 
industry in the last decade, 


and mineral benefication pro¬ 
cesses is also being arranged. 

Joining Metal 
Technology 

Mr K. G. Khosla, President 
Association of Indian Engi¬ 
neering Industries addressing 
the concluding session of the 
AIE1 Workshop on joining 
metal technology urged the 
engineering industry’s involve¬ 
ment in the R and D Insti¬ 
tutes is institutionalised. This 
involvement should relate to 
management, selection of R 
and D projects, organising 
sponsored research, deputation 
of technical and scientific per¬ 
sonnel by industrial units in 
R and D institutes and vice 
versa. A common problem 
is lack of joint effort to make 
the R and D Institutes more 
effective. Mr Khosla sugges¬ 
ted that a beginning could be 
made with two or three instit¬ 
utions. This proposal which is 
designed to increase industry’s 
involvement in existing R and 
D institutes and take it beyond 
the individual involvement of 


single companies or persons 

Dr A. Ramchandran, Sec¬ 
retary, Department of Science 
and Technology addressing 
the workshop stated although 
use of welding had cai^ht or 
at a rapid rate, there has nol 
been any significant develop¬ 
ment in the use of sophisti¬ 
cated methods, that find appli¬ 
cation in the advanced coun¬ 
tries. Manual metal arc weld¬ 
ing accounts for more than 
95 per cent of the total welded 
metal deposited and according 
to NCST even after 10 years thi 
ratio would not be lower than 
90 per cent. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the month 
of January, 1976, the fourthj 
month of the season 1975-7^ 
was about 9,71,000 tonnes aa 
against 9,35,000 tonnes durj 
ing the corresponding period 
last session. This brings thd 
total production during thd 
first four months of the ses-j 
sion 1975-76 to aboufl 


THE INDIAN SMELTING & REFINING CO. LTD. 


Regd. Office : Bhandup, BOMBAY 400 078 


NON-FERROUS UNIT : 

Lai Bahadur Shastri Marg 
Bhandup. BOMBAY 400 078 
Cable : ‘LUCKY’ Bhandup 
Phone : 584381 


1. NON-FERROUS UNIT 



FERROUS UNIT : 

Pokhran Road 
Thana, Maharashtra 
Cable : ‘MALLEABLE’ Thana 
Phone : 503851 


Telex : ISARC 011-2384 


(I) Non-Ferrous Alloys & Castings 

(li) Copper/Brass/Bronze/Nickel Sliver Sheets, Strips & Coils 


2. FERROUS UNIT 



Malleable Iron, Spheroidal Graphite Iron and Special Steel Castings. 

Supplied as per ISS, BSS, ASTM Specifications and Party’s specific requirements. 
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1,9,90,000 tonnes as against 
2,098,000 tonnes during the 
corresponding period last 
year. The off-take of sugar 
from factories during the 
month of January, 1976 was 
about 321,000 tonnes for 
internal consumption and 
; 123,000 tonnes for exports as 
against about 276,000 tonnes 
: for internal consumption and 
55,000 tonnes for exports in 
; the corresponding period last 
season. The total despatches 
'in the first four months in 
11975-76 was 12,28,000 tonnes 
for internal consumption and 
346,000 tonnes for expoits 
as against .11,36,000 tonnes 
!for internal consumption and 
186,000 tonnes for exports 
jduring the correponding 
period last season. The total 
closing stock of sugar with 
ithe factories as on January 
31, 1976 was about 16,37,000 
(tonnes as against 16,04,000 
tonnes on the same date 
last season. 

Sugar Cane Freight Hike 

, Mr Madhava Prashad, 
‘President, Indian Sugar Mills 
j Association, has expressed 
jconcern at the proposed in¬ 
crease in rail freight charges 
Ion sugarcane, as the same 
^would push up the cost of 
rail-borne cane and make it 
^uneconomical for sugar fac¬ 
tories to crush such cane, with 
'its inevitable adverse effect 
on sugar production. He 
jpointed out that sugar has 
'now emerged as the largest 
foreign exchange earner for 
.the country and considering 
Jour foreign exchange position 
jany step which would under¬ 
mine sugar production and 
(its export potential should be 
'avoided. He regretted that 
'sugarcane was perhaps the 
jonfy commodity singled out 
jfor steeptand exorbitant suc¬ 
cessive freight increases 
I amounting to as much as 100 
| per cent in recent years, for 
* ^which there was hardly any 
l justification. Already the 
| ^crushing of rail cane by fac- 
. stories had come down from 
3 &bout 18 per cent in 1969-70 
^ to as low as 11 per cent in 
| ;1974-75 session and the pro- 
. posed further increase in cane 
freight would further aggra¬ 


vate the situation and curtail 
production. He has there- 
foie urged upon the govern¬ 
ment to exempt sugarcane 
from the proposed increase in 
the larger interests of cane 
growers, production and ex¬ 
ports. 

President’s Rule in 
Gigarat 

Gujarat came undei Presi¬ 
dent's rule on March 12. for 
the third time in less than five 
years as the Babubhai Patel 
ministry resigned following 
its defeat in the state assem¬ 
bly. President Fakhuruddin 
Ali Ahmed issued a procla¬ 
mation under Article 356 of 
the constitution bringing the 
state under central rule. 


Rupee Up valued 

The rupee was upvalued 
on March 11 by 2.92 per cent 
in terms of pound sterling, 
making the pound cheaper by 
50 paisc. This is the second 
upvaluation recently. On 
March 8. the rupee was 
upvalued by 2.09 per cent, and 
thus reduced the value of the 
pound by 38 paise. Upvalua¬ 
tion—not unexpected—follows 
a drop in thd London quota¬ 
tion for pound to 8 1.9125, 
just as on March 8, upvalua¬ 
tion followed pound's drop to 
8 1.98, level at $ 2.04. 


Duty Drawback on 
Diamonds 

Diamond exporters will get 
a three per cent import duty 
drawback with retrospective 
effect from March, 1974 
against 'exports of finished 
diamonds under the advanced 
licence arrangement. A deci¬ 
sion to this effect was taken 
by the central government 
recently in order to give a 
boost to the diamond export 
trade, it is learnt. An import 
duty of five per cent was being 
levied by the government on 
imports of rough diamonds 
since 1972, 


* ’ 
* 

Assignment el Indian 
Experts Abroad 

The Department of Personnel & Administrative Reforms 
register experts desiring to take up assignments in developing 
countries of Asia, Africa and Latin America. Candidates who 
are so registered are sponsored as and when demands suiting 
their qualifications and experience are received from these 
countries. Final selection is mostly made by the concerned 
foreign governments. 

2. Applications for registration are invited from :— 

(i) Medical personnel holding at least the qualifications of 
MBBS and equivalent. 

(ii) Engineering and other technical personnel holding at 
least bachelor's degree or equivalent. 

(iii) Teacher’s in different subjects holding B.Ed or 
equivalent. 

(iv) College/University lecturers and other academic per¬ 
sonnel holding post-graduate qualifications. 

(v) Chartered accountants, statisticians and others posse¬ 
ssing qualifications equivalent at least to a bachelors 
degree and experience of a specialised nature. 

3. Persons with less than 3 years professional experience 
after obtaining the requisite qualifications need not apply. 

4. Experts wishing to be enrolled in the panel may obtain 
the necessary forms from the Foreign Assignment Section, 
Department of Personnel and A. R., New Delhi-110001, by 
sending a self addressed (and stamped with 40 paise) envelope 
size 10x22 Cms. Applications from persons employed by 
the Central or State Govts., or Public Sector or Quasi- 
Governmental organisations should be supported by a 
certificate from the employer that the applicant will be released 
for service abroad on foreign service terms in the public 
intetest (i. e. retaining the applicants lien and protecting his 
seniority) within thirty days of selection, if need be, and also 
stating the total period for which the applicant could be 
released for service abroad. This consent of the Govt, of the 
parastatal organisation to the release of the expert shall be 
valid for a period of one year. 

5. These registrations will be valid for a period of three 
years subject to annual renewal of the certificate described 
above in the case of employees of govts, of parastatal organisa¬ 
tions. 

6. Persons who have attained the age of 60 years need not 
apply. Applications of persons registered earlier will also not 
be considered after they attain the age of 60 years. 

7. Persons already registered on the panel who do not meet 
the requirements listed above are informed that their registra¬ 
tions stand cancelled. 

8. Persons registered before 1.3.73 are informed that their 
registrations have lapsed. They may. if eligible, apply for 
registration afresh. 

9. Persons registered after 1.3.1973 need not apply afresh 
until the expiry of three years from the date of registration, 
when their registjation will lapse. However, all persons re¬ 
gistered on the panel for more than one year who are em¬ 
ployees of governments or parastatal organisations are 
advised to obtain fresh certificates as described in para 4, if 
more than one year has elaped since the the date of registra- 

| tion, before the 30th June, 1976, and thereafter to renew such 
i certificates annually. 
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AFFAIRS 


Bekand Sugar 

The belsund Sugar Com¬ 
pany has earned during the 
year ended September 30, 
1975 a profit of R» 3,897 
before providing for deprecia¬ 
tion. After providing Rs 3.52 
lakhs for depreciation, there 
remains a debit balance of 
Rs 3.48 lakhs which has been 
set off by transfer from gene¬ 
ra] reserve. In view of the 
adverse working results and 
the provisions of the Com¬ 
panies (Temporary Restric¬ 
tions on Dividends) Act, 1974, 
the directors do not recom¬ 
mend payment of any divi¬ 
dend for the year. The 
unsatisfactory working results 
are attributed to steep rise 
in the cost of production and 
lower sales realizations. In 
addition to the high cane 
price of Rs 13.50 per quintal 
as against Rs 12.25 per quin¬ 
tal during the last year subs¬ 
tantial increase in cane cess, 
salaries and wages, stores 
including packing materials, 
transport charges and bank 
interest pushed up the cost of 
production considerably. With 
a view to meet a part of the 
increased cost, free sale quota 
was revised from 30 per 
cent to 35 per cent but it 
was of no help due to un¬ 
favourable market conditions. 

The increase in excise duty 
of free sale sugar from 37.5 
per cent to 45 per cent also 
adversely affected realisations 
from sale of free sugar. The 
late revision of levy sugar 
price by the government with 
effect from July 12, 1975 
increasing the levy price of 
D 29 made sugar from 
Rs 169.80 to Rs 223.69 per 
quintal for North Bihar could 
not be of desired benefit to 
the company as ma jor portion 

s 

'll V J. 


The writ petition filed by the 
company before the High 
Court at Calcutta for increase 
in the levy sugar price for the 
season 1974-75 on the basis 
of recommendations of the 
Tariff Commission is still 
pending and the judgement is 
awaited. 

Andhra Sugar 

Andhra Sugar is going ahead 
with its expansion programme. 
Capacity of the sugar plant 
is being stepped up from 
2,500 tonnes to 5.000 tonnes a 
day and the expanded capa¬ 
city is expected to be com¬ 
missioned during 1977-78 
season. The company has 
received requisite industrial 
licence and capital goods 
clearance for expanding the 
capacity of the caustic soda 
plant from 100 to 140 tonnes. 
The aspirin plant with a 
capacity of 500 tonns a >ear 
is expected to go into pro¬ 
duction in 1976-77. Plant for 
the manufacture of diffusers 
is well under way. The ex¬ 
pansion of the sulphuric acid 
plant from 50 tonnes to 75 
tonnes a day is expected to be 
completed this year. 

International Tractor 

International Traitor Com¬ 
pany of India Limited has 
secured a repeat order for 
1000 tractors—International 
model *444’—to Turkey, valu¬ 
ed at R$ 4 crores. Last year, 
the Company exported 750 
tractors to Turkey, valued at 
Rs 2.5 crores. This order 
for 1000 tractors is the biggest- 
ever export order secured by 
any Indian tractor manufac¬ 
turing organisation, against 
international competition, in¬ 
cluding tractor manufacturers 
from Europe. The delivery 
of the consignment to Turkey 
is expected to start in May 


and to be completed by Sep¬ 
tember this year. The agree¬ 
ment for the export of 1000 
International tractors to 
Turkey signed in Ankara 
includes the possibility of fur¬ 
ther exports to Turkey in the 
later part of this year. To- 
date, the Company has secured 
export orders for tractors 
and implements valued at over 
Rs 7.5 crores. 

The tractors are manu¬ 
factured by the com¬ 
pany at its KandivJi plant 
near Bombay. In addition to 
to Turkey, the count] ies , to 
which the company has been 
exporting include the United 
Kingdom, Australia, Japan, 
Indonesia, Kenya, Tanzania, 
Zambia, Muscat, Uruguay 
and Nepal. The Company 
started production of tractors 
at its thirty-five acre Kandivli 
plant in 1966 and it has so 
far produced over 62,500 
tractors. 

Chougule & Co. 

The Monopolies and Res¬ 
trictive Trade Practices Com¬ 
mission has recommended the 
clearance of the application 
of Messrs Chowgule and Co., 
Goa, for setting up a solar 
salt works for the manufac¬ 
ture of common salt at 
Jodiya in Jamnagar district 
of Gujarat. 

The proposal of the com¬ 
pany relates to manufacture 
of common salt having sodium 
chloride (NAC1,) of 99.5 per 
cent, purity on dry basis 
which according to the 
applicant company, is not 
being produced in the country. 
This is going to be achieved 
by use of a mechanical 
washery and operational im¬ 
provements in the process of 
production. No foreign col¬ 


laboration will be needed for * 
establishing such a salt works. 1 

I 

However, the clearance is I 
subject to two caveats : (1) in 
no circumstance will the appli¬ 
cant company be permitted 
to sell more than 25 per 
cent of its output in any year 
in the domestic market. To 
this the company gave an 
assurance at the public hearing 
that if its export commitment 
cannot be fulfilled, it would 
not mind stopping production; 
(2) in order to ensure that 
the applicant company really 
exports to new destinations 
and does not merely compete 
with the existing producers to 
the detriment of both, it 
should be laid down that the 
company will effect exports 
only to such markets where 
there are no substantial 
exports being effected from 
India. The State Trading 
Corporation will see to the 
observance of this condition. 

The company also gave an 
undertaking that it would 
convert the present set-up as 
a separate company and 
throw open share holding to 
the public after three years 
from the date of commence¬ 
ment of production or at the 
time of substantial expansion r 
whichever is earlier. 

Hindustan Aluminium 

Hindustan Aluminium Cor¬ 
poration has reported remark¬ 
able improvements into work¬ 
ing results during the year 
ended December 31, 1975. 

Production of aluminium 
metal during the year amount¬ 
ed to 62.427 tonnes compared 
to 44,002 tonnes in the 
previous year. 

Under the goverment of 
India's revised policy for 
development of the aluminium ■ 
industry, while the state elec- , 
tricity boards were directed « 
to meet the industry’s full | 
requirements of power the ; 
rates for power supply for 2 
those producers receiving 4 
thermal power were increased 
to 11 paise per unit and the 
rates for the producers using 
hydcl power were fixed at 7 
paise per unit. HINDALCO, 
using thermal power, is re- ■ 
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He drives 


over 80 kilometres 
every day 



Firestone tyres have proved their worth 
' over long distances in 135 countries, in 
the last 75 years. For those who drive 
a lot the recommended tyre is Firestone 
for three reasons: 

• Exclusive triple-strength construction^ 
for durability, economy 

• Specially developed rubber compounds 
that can take heat and friction at high 
speeds on highways 

• Wrap-around shoulder which improves 
control on curves with road-hugging 
flrip. 

His tyres are 


firestone 

75 years' international experience of long distances. 











-OT ui tf t fct s <db» 
^ 10 the m»m of 
— to Rs 800 per tontx 
of ffiOtal produced as com- 
Ttnd to those producers 
whose source of power supply 
is hydel. 

In accordance with this 
policy, the UPSEB released 
the hill supply of SO MW of 
power to the Company. This SO 
MW Supply, together with full 
generation at the Renusagar 
Plant (which can be achieved 
only after the reblading of one 
■of die units which is presently 
in hand is completed), would 
provide sufficient power for 
the production of about 
78,000 tonnes of metal in a 
year. Since to revise the 
frozen pots takes considerable 
time, nill utilisation of the 
50 MW of power made avail* 
able by the UPSEB could be 
achieved only near the close of 
December. 

Release of additional 35 
MW of power has been 
‘promised by the U.P. State 
Electricity Board from April, 
1976, onwards. This supply, 
if made available, will enable 
the Company to utilise the 
presently installed capacity 
fully after all the pots have 
been restarted from about 
July. However, due to the 
increase in power rates 
and the increases in the 
cost of other inputs, such as 
furnace oil, hard pitch, C.P. 
Coke, railway freight etc., 
that have taken place, the 
cost of production of the 
metal has increased consider¬ 
ably. 

Dual Pricing Policy 

The selling prices of all 
aluminium products, except 
extrusion, were controlled and 
fixed at an uneconomic 
level, until the dual pricing 
policy was introduced with 
effect from July 15, 1975. 
The controlled price of the 
levy metal fixed on the basis 
of actual costs has again be¬ 
come outdated due to the 
Anther increase in input costs 
that hat since occurred. The 
Bureau of Cost Accounting 
Is at present going into the 
matter in order to determine 
Ap regards the 

&ssnM nooNpum 


non-levy metal, unless excise 
jh'’Mfthny reduced and 
' adequate exnoit toeesfWfirlttft" 
granted, it will not be possime 
to sell the entire production* 
Necessary representation has 
been made to the government 
in this respect, and it is hoped 
that a favourable decision will 
soon follow. 

The Company has already 
shipped 2,000 tonnes and has 
entered into firm commitments 
for another 5,375 tonnes for 
shipments up to April, 1976. 
Further exports, however, can 
be possible only after the 
government decides incentives 
for export. 

Net sales turnover during 
1975 worked out to Rs 45 
crores as compared to 
Rs 29.69 crores in 1974. The 
increased turnover is due both 
to the higher metal production 
and the revised selling prices. 
It was not possible to utilise 
the full installed capacity for 
rolled and extrusion items 
due to the heavy incidence of 
excise duty. The position 
continues to be unchanged so 
for, but may improve if the 
government reduces the excise 
duty substantially. 

Sales turnover 

The Profit and Loss Account 
for the year shows a gross 
profit of Rs 322.12 lakhs. 
Depreciation amounts to Rs 
365.63 lakhs (Rs 367.64 lakhs 
in 1974), after adjusting which 
there is a net loss of Rs 43.51 
lakhs, as against the net loss 
of Rs 686.73 lacs in the 
previous year. Bearing in 
mind the huge loss incurred 
in reviving the dead pots, the 
Company having had to ope¬ 
rate for a major, part of the 
year under the old uneconomic 
selling prices and with 
cuts in power and, above all, 
the fact that even under the 
new policy, thfc power rates, 
it has been called upon to pay, 
are much higher than those 
applicable to hydro electric 
based producers, the results 
for the year under review, 
showing a considerable im¬ 
provement over the previous 
year, should be regarded as 
quite satisfactory. While strict 
economic measures adopted 
last year to keep overall costs 
under control ere continuing. 


with the improved position of 
power supply, the mulls for 
the current year are expected 
to be better, provided all the 
production in the year i 9 
lifted. The management thus 
look forward to the future 
with optimism. 

Shalimar Rope 

The accounts of Shalimar 
Rope Works for the year 
ended June 30, 1975 which, 
without providing for depre¬ 
ciation. show a debt balance 
of Rs 18.87 lakhs which is 
being carried forward to the 
next year’s accounts. The 
depreciation for the year could 
not be provided due to losses. 
A sum of Rs 1.63 lakhs being 
statutory development rebate 
reserve relating to more than 
8 years, since no longer re¬ 
quired as per provision of 
Income Tax Act, 1961, has 
been transferred to genera! 
reserve. The working during 
the year was adversely affected 
due to imposition of drastic 
credit squeeze from July 1974. 
This resulted in severe cut in 
production for want of raw 
materials mainly. 

The increase in prices 
of raw materials by about 
60 per cent could not be 
passed on to the buyers due 
to recession in the consuming 
industries. Besides this, the 
abnormal rise in DA and 
the increase in the rate of 
bank interest told heavily on 
the working of the company. 
The export drive launched by 
the company is showing satis¬ 
factory result and during the 
current half year exports have 
doubled as compared to the 
corresponding period of the 
last year. To increase this 
overall activities of the com¬ 
pany for higher production, 
the directors have decided to 
increase the equity share capi¬ 
tal of the company from 
Rs 18.56 lakhs to Rs 25 lakhs, 
Steps have been taken to com¬ 
plete the required formalities. 

Rajasthan Financial 
Corporation 

Rajasthan Financial Cor¬ 
poration has sanctioned loans 
to the tune of Rs 25.44 lakhs 


to 18 industrial units in the 
state. These loans have been 
sanctioned by Mr P. K. B« 
Kurup, Managing Director o\ 
the Corporation on the advice 
of the Loans Sub-Committee 
It will generate employment 
for about 200 technically 
qualified and other persons. 
Out of these 18 industria 
units, seven units will be set 
up in industrially backwarc 
districts of the state viz. threi 
in Udaipur, two in Alwar, twe 
in Bhilwara and out of remain 
ing all units, six will be set up 
in Jaipur, two in Bharatpur 
and one each in Ajmer, Chittor 
garh, and Bundi districts 
Six industrial units are bein| 
set up by unemployed techno 
cracts. These industrial unit 
will manufacture asbestos ce 
ment pipes, paints and varniii 
foundry flues and bindett 
edible oil, paper board, mil 
board, marble cutting am 
polishing, BHC powde 
and sodium sulphide, hydrate* ■ 
lime, casting of aluminiuu 
pistons, ice, etc. in the state. 

Bajaj Tempo 

Bajaj Tempo has receive 
and industrial licence for ex 
pansionof its capacity froi 
the present level of 4,00 
vehicles per annum to 12,00 
vehicles and in addition 6,00 ’ 
diesel engines per annum fo 
for other purposes. The com 
pany has already started takin 
effective steps for the imple [ 
mentation of the expahsio; \ 
programme. The ICICI ha ; 
sanctioned to the Compaq j 
foreign exchange loan ft ; 
financing the i mport of rm ; 
chincry and equipment requii^ 
ed for the first phase of th \ 
expansion programme. Order j 
for some of the indigenous m *} 
chineiy have also been placer j 
Despite the demand recessio J 
in the automobile industry { 
the company’s performance i j 
the current year so far ha 
been sat sfactory. This hi t 
been mainly due to the intrr j 
duction of diesel vehicles som | 
years ago. j 

News and Notes 

A Rs 125-crore paper pu ' 
and caustic soad plant is beii i, 
set up in Malaysia with tl! 
collaboration of CSwali | 
Rayons. The participate § 
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would be in form of equity 
shares and machines and She 
technical know-how would be 
provided by Gwalior Rayons. 

Executive travel—a new 
class of economy seating and 
service aimed primarily at the 
businessman—is to be intro¬ 
duced by British Airways in 


April. As an exArtmeot, 48 
seats on Boeing 74a flying bet¬ 
ween London and Mmg Kong 
will be designated Executive 
Cabin available only to full- 
fare economy passengers, most 
of whom are business travellers. 

I 

The executive seating will 
be cabin B on the 747s—the 
section immediately behind 
first class—which has been 


chosen for its particular con¬ 
venience for easy embarkation 
and disembarkation and meal 
and bar service. 

The Executive Cabin would 
ultimate!) be introduced on 
routes to Australia and Japan 
Africa and the Carribcan, and 
then on the North Atlantic. 

Smoking and non-smoking 



jttftfe' wifi h*' 
audfodn-ntaht 
wiB be provided fflpe. 
since the area is expected 40 
contain a high concentration 
of business travellers, a sfswsi 
selection of international 
publication will also be ob¬ 
tainable. The airline is also 
considering the practicality of 
providing dictating facilities,, 
air to ground radio telephone 
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Tax Payers ! 

HAVE YOU RECEIVED 
NOTICE OF DEMAND FOR f 

INCOME TAX, WEALTH TAX, GIFT TAX?! 
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If so, ENSURE that you pay the tax demanded 
within the time stipulated In the notice. 

If you are unable, for any compelling reason, 
to pay the demand In time, apply to your 
assessing officer before the due date for 
extension of time or for grant of instalments. 

WHAT HAPPENS, IF YOU DON’T PAY 

in time the tax demanded or any of the 
instalments grantsd ? 

You will be treated as an assesses in default 
in respect of the entire amount and liable to, 

(i) Interest 
(II) Penalty 

(•II) be proceeded against under Tax Recovery 
Certificate entailing attachment and sale 
of movable/immovable properties and other 
coercive measures. 

REMEMBER 

WILFUL EVASION OF PAYMENT TO TAX, 
PENALTY OR INTEREST ALSO ATTRACTS, 
RIGOROUS IMPRISONMENT 


which shall bs for a maximum period of: 

(i) 7 years, but not less than 6 months, where the 
amount involved exceeds Rs. 1 lakh; 

(H) 3 years, but not less than 3 months, in other 
cases of defaults. 

* If tax demanded Is not correct on account of 
certain mistakes which require to be rectified, make 
an application for rectification to your assessing 
officer but, to avoid levy of interest, deposit the 
tax demanded within the time given in the notice. 

* No appeal against an order of assessment shall 
be admitted unless. 

(i) The income-tax or wealth-tax, as per your 
return, has been paid; or 

(il) where no return of income has been filed, the 
advance tax payable has been deposited. 
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PAY THE TAXES IN TIME—IT HELPS YOU + 
AND THE NATION TOO ! 


t 
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Issued by: 

Director of Inspection 
(Publications Public Relations) 
INCOME TAX DEPARTMENT 
NEW DELHI-1. 


davp-76/ft? 


EASTERN ECONOMIST 







c^mmuiudation, topical busi¬ 
ness review on the audio IFE 
channel and curtaining Cabin 
9 from other economy areas. 

The directors of Shaliaiar 
Wires and ^ Industries have 
proposed to issue bonus shares 
m the ratio one share for 
every three shares held by 
capitalising Rs 15 lakhs out 
ofthe company’s reserves. An 
extra-ordinary general meeting 
of the company has been con¬ 
vened on March 25 to consider 
the bonus issue. 

ITC Limited has promoted a 
company, Bhadrachalam 
Paperboards Ltd for under¬ 
taking a paper and board pro¬ 
ject in Andhra Pradesh. The 
first phase of the project con¬ 
sists of setting up an integrat¬ 
ed pulp paper and board plant 
with a capacity of 30,000 
tonnes a year. ITC will parti¬ 
cipate in the new venture by 
subscribing to about one-third 
ofthe new company's capital. 
The investments will be spread 
over a period of years. 

With a view to encouraging 
artisans to build better bullock 
carts. Syndicate Rank offers 
the first prize of Rs 5,000 on 
an all-India level to artisans, 
craftsmen or engineers who 
design a better model of bul¬ 
lock cart with greater efficiency 
on Indian roads. Besides the 
first prize, four prizes of 
Rs 1,000 each will be awarded 
as Consolation Prizes for the 
following four regions : Region 
1, comprising the state of 
Karnataka and the union 
territory of Goa; Region 2, 
comprising the states of 
Andhra Pradesh, Kerala and 
Tamil Nadu; Region 3, corn- 
rising the states of Maharash¬ 
tra, Gujarat, Madhya Pradesh 
and Orissa; and Region 4, 
comprising the states of Uttar 
Pradesh, Punjab, Haryana, 
Rajasthan, Bihar and West 
Bengal and the union territory 
of Delhi. 

Any person or firm desirous 
of participating in the contest 
will have to send a design or 
drawing to the Managing 
Director Industrial Finance 
Department, Syndicate Bank, 
Head Office, Manipal-576 119 
(ttamqtnka), dearly, super¬ 
scribing on the envelop “Cart 
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Contest* 9 : The designs will 
Juror to fee original and not h 
copy from any other source. 
The last data for submission 
of the entries will be March 
31, 1976. The results will be 
announced in leading news¬ 
papers on June 30, 1976. 


New Issues 


Alfred Herbert (India), an 

existing company, proposes to 
enter the capital market some¬ 
times in May or June with a 
public issue of 3.50 lakh equity 
shares of Rs 10 each at par. The 
issue is being made to dilute 
the foreign equity shareholding 
and to finance partly the 
company’s Rs 96.30 lakh 
diversification programme. 

The company’s present acti¬ 
vities including training and 
manufacturing of machine 
tools, industrial machinery, 
rubber and plastic machinery, 
pulverising equipment, ma¬ 
chine shop equipment and 
small tools. Its plants at 
Bangalore produces rubber 
and plastic machinery in colla¬ 
boration with Francis Shaw of 
UK. It has undertaken a 
diversification programme and 
proposes to manufacture high 
precision, sophisticated jig 
mills and jig borers, attritor 
pulverisers and high produc¬ 
tion tapping machines. Jig 
mills and borers as also attri¬ 
tor pulverisers are not being 
manufactures in India currently 
and are being imported. 

Capital and Bonos Issues 

Consent has been granted to 
five companies to raise capital 
of Rs 132.58 million. The 
details are as follows : 

The Industrial Credit and 
Investment Corporation of 
India Ltd., Bombay have been 
accorded conset, valid for 
twelve months, to issue deben¬ 
tures of value of Rs 125 
million to be offered to public 
at 97.5 per cent for cash. The 
proceeds of the issue will be 
utilised for augmenting the 
rupees resources of the Cor¬ 
poration to meet the demands 


of industries for financial 
assistance. 

The West Coast Paper 
Mills Limited, a public com¬ 
pany having a subscribed 
capital of Rs 45 million has 
been accorded consent for 
issue of further capital of 
Rs 3 million in equity shares 
of Rs 100 each credited ak 
fully paid up to the LIC, 
IFCI, IDBI on conversion of 
a part of their loans sanctioned 
at a premium of Rs 35 per 
share. The consent order is 
valid for 12 months. 

Greenhem Estate (Private) 
Limited, Cochin, have been 
accorded consent valid for 
three months, to capitalise 
Rs 320,900 out of its general 
reserve and issue fully paid 
equity shaies of Rs 10 each 
as bonus shares in the ratio 
of one bonus share for every 
equity share held and there¬ 
after further issue of equity 
shares worth Rs 960,000 to be 
issued privately for cash at 
par to the resident Indian 


nationals only so as to bring 
down the non-resident equity 
shareholding to 40 per cent. 

The Scientific Fertilisers 
Company Pvt Ltd., have been 
accorded conset, valid forthree 
months to capitalise Rs 300,000 
out of its general reserve and 
issue fully paid equity shares 
of Rs 50 each as bonus shares 
in the ratio of one bonus share 
for every four equity shares 
held. 

Muller and Phipps (India) 
Ltd., Bombay have been abcor- 
ded consent valid for 12 
months, for the issue of. equity 
share of Rs 3 million part of 
the issue viz. Rs 2,430,200 will 
be allotted to Indian nationals 
the proceeds of which will be 
utilised for taking over the 
running business of Indian 
Branch of M/s Copper Labor¬ 
atories, USA. 'The balance 
amount viz. Rs 576,800 will be 
allotted to M/s Muller and 
Phipps International Inc. USA 
in lieu of the outstanding 
balance of loan. 


Dividends 


(Per cent) 


Equity dividend 
declared for 


Name of the company 

Year ended 

Current 

Pre- 



year 

vious 




year 


Higher Dividend 


Electrosteel Castings 

September 30, 1975 

18.0 

12.0 

Emco Transformers 

September 30, 1975 

10.0 

5.0 

Vaikundam Rubber 

December 31, 1975 

16.0 

12.0 

Hercules Hoists 

August 31, 1975 

13.0 

9.0 

Mohindra and Mahindra 

October 31, 1975 

10.0 

9.0 

Virudh unagar Textile Mills 

December 31, 1975 

9.0 

Nil 

Fort Gloster Industries 

March 31, 1975 

12.0 

Nil 

Vulcan Laval 

December 31, 1975 

14.0 

12.0 

. Same Dividend 

Davangere Cotton Mills 

March 31, 1975 

12.0 

12.0 

India Lunoleums 

March 31, 1975 

Nil * 

Nil 

Reduced Dividend 

Thirumbadi Rubber 

September 30, 1975 

10.0 

12.0 
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tailway budget: 
1876-77 

Presenting a surplus budget 
of Rs 8.98 crores for 1976-77 
in Parliament on March 10, 
1976, Mr Kamalapati Tri- 
pathi, the Railway minister, 
did not propose any change 
in passenger fares. However, 
he suggested some increase 
in freight rates which would 
yield an additional revenue of 
Rs 87.35 crores. Mr Tripathi 
took special care that in the 
revision of freight rates, the 
family budget of the common- 
man was not materially 
affected. The commodities of 
mass consumption such as 
foodgrains, edible oils, gur, 
shakkar and jaggery were 
exempted. Both fertilizers and 
oilseeds which had an impact 
ornthe prices of foodgrains 
and- edible oils were not 
touched. 

A supplementary charge of 
five per cent was proposed on 
freight traffic in wagon-loads 
carried up to a distance of 
500 Km while freight traffic in 
wagon-loads carried beyond a 
distance of 500 Km and all 
4 smalls" traffic would bear a 
supplementary charge of 10 
pei cent. The proposed sup¬ 
plementary charge would be 
levied from April 1, 1976. 

It' had been estimated that 
in 1976-77, the passenger tra¬ 
ffic would go up by four per 
cent, other coaching traffic by 
fwt per cent and revenue earn¬ 
ings, traffic by 12 million 
tonnes. On these assumptions, 
the deficit between receipts 
; and expenditure was computed 
to be of the order of Rs 78.37 
crores. With additional re¬ 
venue anticipated as a sequel 


to the proposed supplementary 
charge at Rsf 87.35 crores, the 
accounts for 1976-77 were ex¬ 
pected to dose with a [surplus 
of Rs 8.98 crores. 

Full text of Mr Kamalapati 
Tripathi’s speech is given 
below : 

This has been indeed a truly 
momentous year. There is a 
new spirit and a sense of pur¬ 
pose in the nation. The 
railways have played a positive 
role in the service of the 
country and made history with 
a series of record-breaking 
performances. 

Before presenting the re¬ 
vised estimates for the current 
year and the budget estimates 
for the next year I shall 
briefly review the financial re¬ 
sults for the preceding year 
i.e. 1974-75. 

Lower Deficits 

The Revised Estimates for 

1974-75 anticipated a shortfall 
of Rs 128.19 crores. I am 
happy to inform the House 
that the year actually ended 
with the lower deficit of 
Rs 113.82 ciores. The im¬ 
provement of Rs 14.37 ciores 
in the working results was due 
mainly to an increase of 
Rs 7.04 crores in Gross Traffic 
Receipts over the Revised Es¬ 
timates, coupled with a saving 
of Rs 5.27 crores in Ordinary 
Working Expenses over and 
above the promised savings of 
Rs 50 crores already reflected 
in the Revised Estimates. Less 
payment, on actual calcula¬ 
tion, of dividend to General 
Revenues (Rs 1.86 crores) and 
a small saving under 
Miscellaneous Transactions 
(Rs 0.20 crore) accounted for 
the remaining variance. 

Railways’ indebtedness to 


General Revenues under Deve¬ 
lopment Fund and Revenue 
Reserve Fund at the end of 
1974-75 stood at Rs 379.75 
crores. 


1975-76 was visualised as a 
year of promise, stabilisation 
and steady growth. Antici¬ 
pating a surplus of Rs 23.03 
crores, the Budget Estimates 
were founded on the expecta¬ 
tion that the traffic revival in 
the previous year would gather 
momentum during 1975-76. 
Not only has this expection 
been fulfilled but, the House 
will be happy to know, Rail¬ 
ways have resolutely exploited 
the opportunity presented by 
the upswing in the economy. 
Aided by the favourable work¬ 
ing conditions following de¬ 
claration of the Emergency, 
Railways have made substan¬ 
tial improvement in their 
operating performance. New 
heights have been attained in 
transporting freight traffic and 
‘quotas' and other restrictions 
via all routes have been re¬ 
moved. 

Record Freight Loading 

The average number of 
wagons loaded daily—24,957 
on broad gauge and 6,041 on 
metre gauge—and the origina¬ 
ting revenue-earning freight 
traffic—17.23 million tonnes— 
in December, 1975, were in 
themselves the record for a 
month, being higher than the 
corresponding figures for any 
previous month. Even these 
records were broken in the 
very next month—January, 

1976—when 25,065 wagon 
loads were loaded on broad 
gauge and 6,480 wagons on 
metre gauge, on an average 
day, and the originating re¬ 
venue-earning freight traffic 
totalled 17.94 million tonnes. 

Significant increase has oc¬ 
curred in coal traffic which 
forms one-third of Railways’ 
freight business and plays an 
important role in the economy. 
The requirements of all major 
consumers like steel plants, 
power stations, and cement 
factories, have been fully met 
and they have adequate stocks. 
Considerable improvement has 
also been achieved in the 


movement df coal fbr taker 
consumers including brick 
kilns. 

A break-through has 
been made in the transport 
of cement. Nearly a million 
tonnes have been moved every 
month ; the chronically deficit 
states have received adequate 
supplies and a number of them 
have lifted all distribution 
controls. The demands for 
movement of essential com- 
modtities like foodgrains, fer¬ 
tilizers, both indigenous and 
imported, raw materials to and 
finished products from steel 
plants, sugar, salt, petroleum 
products, etc. have been satis¬ 
factorily met. 

On present reckoning, the 
budget anticipation of 190 
million tonnes of originating 
revenue-earning freight traffic 
will be fully realised, if not 
exceeded. The total originat¬ 
ing traffic, inclusive of depart¬ 
mental traffic, is likely to 
amount to about 214 million 
tonnes, 4 million tonnes more 
than the budget forecast. 
Honourable Members may be 
interested to know that each 
of these figures is an all-time 
high in the history of Indian 
Railways and will establish a 
new record. 

Higher Passenger Traffic 

Passenger traffic is also 
ahead of the budget forecast. 
Besides, window sales 
have increased due to wide¬ 
spread and intensive checks on 
ticketless travel. 

42 new non-suburban trains 
were introduced in the period 
April to December last year. 
14 more trains have been since, 
introduced and frequency of 
4 trains increased during the 
year. The run of 20 pairs of 
trains has been extended. 

A total of 182 trains, includ¬ 
ing 52 Mail and Express trains, 
has been speeded up by 15 
minutes or more from 
November 1, 1976. I may 
assure the Honourable 
Members that I am fully con¬ 
scious of the demand for fur¬ 
ther augmentation of passenger 
services and shall endeavour 
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Traffic 


. Taking all these factors into 
« COU| rt. Gross Traffic Earn- 
p/ 8 . "®_, now estimated at 
*? *'® 2 *r5 crows—an increase 
j crones over the 

Budget Estimate of Rs 1676.86 
www. This also includes the 
*f_ , °f certain changes in 
the classification of some com¬ 
modities eflfected from Novem- 
ber-December 1975. Actual 
cas “ realisation is, however, 
- f*P*c.ed to be Rs 19 erores 
»«• than anticipated at the 
Budget Estimate stage due to 
slower payment of our dues 
naainly by some major con- 
signecs In the public sector. 
Net increase in the Receipts 
„ > therefore* amount to 
Rs 66.89 erores. 


Post-budgetary Liabilities 

This increase in receipts 
opened the prospect of Rail¬ 
ways emerging out of the 
5“®** a surplus of 

Rs 89.92 erores—nearly four 
JS* budget forecast of 
Rs 23.03 erores. As the year 
progressed* however, Railways 
were called upon to bear a 
scries of incalculable financial 
burdens and the magnitude of 
these was such that all ol 
them could not be met from 
savings in working expenses in 
in spite of strenuous efforts. 


The staff costs alone es¬ 
calated by as much as Rs 10.14 
erores on revisions of pay and 
allowances of the Railway 
Protection Force, sanctioned 
in February* 1976 which was 
met from savings. Of this, 
Rs 103 erores was due to 
retroactive sanction of five 
additional instalments of dear¬ 
ness allowance for staff and 
Rs 8 erores to post-budget 
liberalisation of retirement 
benefits. Increase in prices* 
higher than could be anticipa¬ 
ted, caused an .overrun of 
Rs 24.52 erores over the 
budget provisions: Rs 15.18 
erores in the ftiel bill, which 
occurred despite an economy 
of Rs 5.85 erores in fuel con¬ 
sumption, and Rs 9.34 erores 
>p the cost of other materials 
artd supplies, principally steel, 


cement and lubricants. Fur¬ 
ther acceleration in the pace 
of overtaking the backlog U 
repairs and /maintenance of 
rolling stock* made possible by 
higher productivity in the 
wake of the Emergency* en¬ 
tailed an expenditure of 
Rs 11.60 erores. Restoration 
of flood and cyclone damaged 
assets, which could not have 
been foreseen* cost Rs 4 
erores. 

Dividend Liability 

These expenses over which 
Railways had no control 
account for Rs 151.12 erores 
out of the increase in the 
total expenditure of Rs 152.36 
erores over the Budget Esti¬ 
mates of Rs 1449.95 erores. 
The Dividend liability to the 
General Revenues is expected 
to go up by Rs 0.37 crore, 
after allowing for the reliefs 
granted by the Convention 
Committee in its latest Report 
to which I shall refer shortly, 
raising it to Rs 198.25 erores. 

The heavy post-budgetary 
financial liabilities to which 
I have referred will cause Rail¬ 
ways to fall short of the 
dividend obligation to Gene¬ 
ral Revenues by Rs 62.81 
erores. Railways are* how¬ 
ever* continuing to make mas¬ 
sive efforts to earn more re¬ 
venues. Hopefully* we may 
be able to secure 3 million 
tonnes more of revenue earn¬ 
ing traffic than the Revised 
Budget anticipations, raising 
the total originating freight 
lifted to 217 million tonnes. 
This should* of course, reduce 
the deficit to some extent 
below Rs 62.81 erores. The 
Development Fund »expendi¬ 
ture will nevertheless have to 
be financed by borrowing 
from General Revenues and 
it will not be possible to credit 
any amount to the Revenue 
Reserve Fund. 

The achievements of this 
year have been not only quan¬ 
titative but also qualitative. 
Improved punctuality perfor¬ 
mance on all Zonal Railways 
has been appreciated by the 
House. The arrears in the 
periodical overhaul of rolling 
stock, which had accrued 
during the past few years* are 


being progressively overtaken 
and the standard of coach 
cleanliness and train fighting 
improved. Stations have a 
neater and brighter appear¬ 
ance. Reservations are easier 
to obtain. Staff are more at¬ 
tentive to passenger needs. 
Courtesy to customers is now 
an essential requirement of 
railwaymen at all levels. 
Freight transit time has been 
reduced. 


Higher production in the 
coach and wagon building in¬ 
dustry following the declara¬ 
tion of Emergency has enabled 
them to deliver substantially 
larger numbers of coaches and 
wagons than anticipated and 
provided for in the plan bud¬ 
get, increasing the requirement 
of funds for rolling stock. 
Railways also needed funds 
for financing the building of 
rolling stock for export. De¬ 
tailed discussions were held 
with the Planning Commission 
and the ministry of Finance 
and an additional allocation 
of Rs 58 erores has been 
obtained. 

Regulation of Stores 

Strict regulation of purchase 
of stores to qualities needed 
for use during the year and 
implementation of the stream¬ 
lined procedure for financial 
adjustment for work done in 
workshops has secured a 
reduction of about Rs 13.00 
erores in inventories against 
the anticipated increase of 
Rs 7.00 erores. The added 
resources thus available will 
enable payment of the bills of 
rolling stock suppliers and the 
need for Working Capital for 
export orders. 

The House will also be glad 
to know that an order for the 
manufacture and supply of 
15,555 wagons in terms of 
four-wheelers has been re¬ 
cently placed on the industry 
which should assure it of suffi¬ 
cient load to sustain its out¬ 
put. 

Within the framework of 
government's stability pro¬ 
gramme, Railways could be 
allotted only a sum of 
Rs 392.81 croies for their 


Works* Machinery and Roll¬ 
ing Stock programmes in 
1976-77. This amount ex¬ 
cludes Rs 5 erores for financ¬ 
ing manufacture of rolling 
stock for export, Rs 10 erores 
for investment in state road 
transport undertakings r and 
Rs 10 erores for the Metro¬ 
politan transport projects. 
Although somewhat higher 
than the year's allotment 
of Rs 361 erores on com¬ 
parable basis, the project¬ 
ed plan outlay for 1976-77 is 
not adequate for Rail - 
ways to execute their develop¬ 
ment schemes at the desired 
speed. With judicious distri¬ 
bution of funds, however* an 
attempt will be made to com¬ 
plete as many on-going 
schemes as possible* in order 
to derive the benefit thereof 
at the earliest possible time 
and make a start on some 
other urgent schemes. 

Resources Constraint 

The share of new lines and 
restoration of dismantled 
lines in the Annual Plan for 
1976-77 is only Rs 17.52 
erores. Of this, Rs 13.53 
erores have been earmarked ' 
for the 11 project-oriented ! 
lines and the remaining ; 
Rs 3.99 erores allotted for the j 
14 developmental lines* work ; 
on which is already in pro- j 
gress. In view of the con- j 
traint on resources, it has not | 
been possible to include any J 
other new line in the budget. 

J am fully aware of the j 
desire of Hon’ble Members ex¬ 
pressed in the House and else- ! 
where, for speedier progress of : 
approved projects as also* for j 
taking up the construction of ! 
other new lines and develop- j 
mental schemes. I shall pursue ' 
with the Planning Commission j 
and my colleague, the minister ; 
of Finance, the Railways’ dc- ! 
mand for additional plan funds 
and, to the extent I succeed ! 
therein, some of these requests 
may be possible of satisfaction. 

Hon’ble Members will recall 
my distinguished predecessor 
bringing to their notice the 
formation of a consultany* unit 
as an autonomous company 
under the administrative con¬ 
trol of the ministry of Rail- 
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ways. This company—Rail 
India Technical and Economic 
Services Ltd.—has been able 
to secure a number of assign¬ 
ments abroad. 

To supplement our venture 
m consultancy and take 
advantage of world-wide 
opportunities for railway con¬ 
struction, government are 
considering setting up a con¬ 
struction unit as an autono¬ 
mous company under the 
aegis of the Railway ministry. 
This company, on formation, 
will bid for construction of 
railway projects, particularly 
in foreign countries. No funds 
for investment in the equity 
capital of this firm have, how¬ 
ever, been provided in the 
budget for 1976-77 as final 
approval to the setting up of 
the proposed company has still 
to be obtained. As soon as 
this requirement is satisfied, 
requisite funds will be found 
by reappropriation from with¬ 
in the sanctioned allotment 
under the relevant grant. I 
request the approval of the 
House to this arrangement and 
their good wishes for the 
success of this new under¬ 
taking. 

Broad Guage Line 

Approval of Parliament was 
obtained for the construction 
of a new broad guage line in 
the area served by the former 
Howrah-Sheakhala Railway on 
the basis of the state govern¬ 
ment of West Bengal partici¬ 
pating equally in the expen¬ 
diture on the construction and 
operation of this line. The 
state government has, how¬ 
ever, in view of its financial 
position, now intimated that 
it will not be possible for it to 
shoulder this but den and that 
it will be able to contribute 
only land free of cost for this 
construction. I am taking this 
opportunity to inform the 
House of the change in the 
financial arrangement. 

The ^commendations of the 
Railway Convention Commit¬ 
tee, contained in its latest 
report of December 1975, and 
approved by Parliament during 
its last session, continue the 
earlier concessions. Addi¬ 
tionally, the Committee has 
also accepted the suggestion 
that the cost of staff quarters 
sanctioned for construction 


during the fifth Men period 
may be allocated to Capital 
instead of to Development 
Fund, as hitherto. Railways 
being liable for payment of 
dividend to General Revenues 
on such capital only if they 
are able to meet their other 
dividend obligations in full. 
The reliefs allowed by the 
Committee have been incor¬ 
porated in the budget docu¬ 
ments. The Committee has 


also submitted a separate re¬ 
port on the subject of social 
burdens borne by Railways. 
Its recommendations for relief 
tti certain specified areas re¬ 
quire consultation with the 
concerned 1 ministries, etc. 
Speedy action in this direction 
is being taken and the results 
will be reported to the Com¬ 
mittee. I am grateful to the 
Chairman and other Members 
of the Convention Committee 


for their uhdo^mndiw^f and 
sympathy for the Railways' 
problems. 

Passenger traffic is shewing 
signs of resuming its long¬ 
term upward trend which was 
interrupted in 1973-74 and 
1974-75. The success of the 
various measures taken by the 
government to bring down 
prices and to step up output 
in the agricultural, mining and 
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industrial sectors, which is 
reflected in buoyancy in frieght 
traffic during 1975-76, is ex¬ 
pected to give a further boost 
to the economy next year. 
The winter rains have been 
timely and a very goodrabi 
crop is expected; hopefully, 
the next monsoon will also be 
kind. All these hold the pro¬ 
spect of a substantial growth 
in Railways* passenger and 
freight business during the 
ensuing year. Passenger traffic 
is expected to rise by four per 
cent, ‘Other Coaching’ traffic 
by 5 per cent and revenue- 
earning freight traffic by 12 
million tonnes. With inclusion 
of about 23 million tonnes of 
departmental traffic, the total 
originating freight traffic in 
1976-77 will amount to 225 
million tonnes. 


Gross Receipts 

With these traffic prospects. 
Gross Traffic Receipts, at 
existing fares and freight rates, 
have been estimated at 
Rs 1868.47 crores. Passenger 
earnings amount for Rs 518.01 
crores, ‘Other Coaching* earn¬ 
ings Rs 87.18 crores. Goods 
earnings Rs 1240.28 crores 
and Sundry earnings Rs 43.00 
crores. An amount of Rs 20 
crores out of these earnings 
may not, however, be realised 
during the year. 

The estimate of Working 
Expenses for 1976-77 has been 
placed at Rs 1551.42 crores. 
In addition to the continuing 
burden of the high level of 
staff emoluments, it provides 
for completion of implemen¬ 
tation of the 10-hour work 
iule for loco running staff, 
giving effect to Miabhoy 
Award, removal of anomalies 
in the recommendations of 
the Pay Commission and up¬ 
grading of certain non-gazet- 
ted posts to improve their 
career prospects. It also 
makes provision for the full 
year's effect of the revisions 
in fuel prices notified at differ¬ 
ent stages during 1975-76, as 
well as the requhements of 
fuef to carry the projected 
level of traffic ; higher repair 
bill for overtaking the remain¬ 
ing arrears in repair and over¬ 
haul of rolling stock and keep¬ 


ing the assets presentable and 
traffic worthy* 

The Appropriation to De¬ 
preciation Reserve Fund has, 
in accordance with the approv¬ 
ed recommendations of the 
Railway Convention Com¬ 
mittee, been raised to Rs 135 
crores. The contribution to 
Pension Fund has also been 
enhanced to Rs 30 crores to 
meet the anticipated higher 
withdrawals. Expenditure on 
Open Line Works—Revenue 
and Miscellaneous Transac¬ 
tions is expected to be Rs 22.82 
crores. The Dividends 
liability to General Revenues 
is computed at Rs 207.60 
crores. Inclusive of these items 
of expenditure, the Revenues 
will fall short of the expendi¬ 
ture and the deficit is estimat¬ 
ed at Rs 78.37 crores. 

The options before me are 
indeed hard. I could leave 
the existing fares and freight 
rates untouched and win ins¬ 
tant approbation. This would, 
however, shift to the General 
Revenues the responsibility of 
raising resources to bridge 
this budgetary gap, which in 
turn would necessitate heavier 
burdens on the general public. 
Government are also keen 


that, as a measure of price 
stability, deficit financing 
should be curbed. Keeping 
these considerations in view, 
I have come to the conclusion 
that it will be only proper for 
Railways to mobilise addi¬ 
tional resources of an order 
which will ensure their finan¬ 
cial solvency. 

Passenger fares were revised 
twice during 1974-75. The 
House will be glad to know 
that 1 do not propose to make 
any change in the charges for 
passenger travel. The tariff 
for ‘Other Coaching 9 traffic is 
also being left unaffected. My 
proposals, which I shall now 
explain, are confined to freight 
traffic. The following prin¬ 
ciples have been borne in 
mind in framing these pro¬ 
posals : 

First, additions to the pres¬ 
sures on the family budget of 
the common man should be 
avoided to the extent possible. 
It has, therefore, been decided 
that foodgrains, salt NOC, 
edible oils, gur, shakkar and 
jaggery, which are essential 
items of mass consumption, 
should be exempted. Oi'seeds, 
which are the raw materials 
for the production of edible 


oils, will also not be touched 
as any increase in freight 
charges thereon will have • 
adverse effect on the price of 1 
end-products. » 

I am also extremely keen i 
that no disincentive should be t 
introduced which could effect \ 
the growing agricultural pro- | 
duction. Accordingly, no 
change is proposed in the pre- ‘ 
sent freight rates for the carri¬ 
age of fertilizers. i 

Secondly, opportunity should } 
be taken to make the freight 3 
rates more cost-oriented for ! 
wagon load traffic beyond 500 “ 
kms and for all ‘small* traffic. 1 
Beyond 500 kms, our tele¬ 
scopic structure of freight \ 
rates still does not always 5 
cover the transport costs in ! 
full : in fact, the disadvantage \ 
to Railways tends to increase ! 
as the lead goes up. It is, > 
therefore, necessary to correct 
the taper of wagon load rates 
for distances beyond 500 kms. } 

* 

Freight traffic in wagon * 
loads carried up to a distance 
of 500 kms will be subject to t 
a supplementary charge of 5 
per cent. 

Freight traffic in wagon 



Yesterday • To-day • Always 


Hw aplendid fleet of India Steamship Co. 
h holding hiflh India's name in different 
poite of the World for epeed and efficiency. 


Services: 

INDIA—U. K. 4 THK CONTINENT 
INDIA/DANOLADSSH 
INDIA-SLACK SKA A 
■. MSDITSMIANSAN PORTS. 
INDIA—POLAND AND INDIAN COAST 


INDIA STEAMSHIP CO., LTD. 

••IMOU STEAMSHIP HOUSE”. 21, OLD COURT HOUSE ST., CALCUTTA-1. 


li 

fl 


MARCH 19. 1976 


EACrttN ECONOMIST 


S19 




loads carried beyond a dist¬ 
ance of 500 tans, fand ail 
‘smalls’ traffic, will bear a 
supplementary charge of 10 
per cent. 

Foodgrains, fertilizers, edible 
oil, oil seeds, salt NOC, gur, 
shakkar and jaggery will, how¬ 
ever, be exempt from these 
levies, as I have already stated. 

The proposed supplementary 
charge will be levied from April 
1, 1976 and is anticipated to 
yield Rs 87.35' crores during 
the Tull year. This additional 
revenue will convert the pro¬ 
jected deficit of Rs 78.37 
crores into a surplus of 
Rs 8.98 crores, which is pro¬ 
posed to be appropriated to 
the Development Fund. 

20-Point Programme 

Declaration of the Emer¬ 
gency, followed by the clarion 
call of the prime minister’s 
20-Point Economic Prog¬ 
ramme, has generated a new 
wave of enthusiasm and sense 
of discipline amongst railway- 
men in every sphere of their 
activity. Productivity has risen, 
work output has been speedier 
and the inefficient elements 
have been weeded out. Rail¬ 
ways are now functioning in 
top gear and are poised to 
fully meet the challenges of 
the future. 


with management/and labour 
representatives. Labour par¬ 
ticipation in management has 
thus been extended beyond 
the existing Staff Benefit Fund 
Committees, Housing Com¬ 
mittees, Station Committees, 
etc. 

A crash programme has 
been launched to make up the 
shortfall in the quotas of posts 
reserved for scheduled castes 
and scheduled tribes. Mino¬ 
rity communities will also be 
ensured a fair deal. 

The railwaymen have 
pledged themselves to the 
implementation of the 20-Point 
Economic Programme. Semi¬ 
nars have been held at various 
stations at which railwaymen 
of all levels have freely parti¬ 
cipated and dedicated them¬ 
selves to the success of the 
Programme. 

Schemes for providing job 
opportunities to unemployed 
civil engineering graduates 
aTe being revitalised by allow¬ 
ing them some concessions in 
tendering for railway works 
up to a specified ceiling and 
making it obligatory on the 
part of contractors to employ, 
on payment of a monthly sti¬ 
pend, a minimum number ol 


such persons during the period 
erf currency of the contract. 

The relations between 
management and labour, after 
the unfortunate events of 1974 
have stabilised on a happy 
note with better understanding 
of each other’s problems and 
a common desire to resolve 
them through mutual consulta¬ 
tion. 

The Railway Management, 
as an enlightened employer, 
is fully conscious of the need 
for speedy attention to staff 
grievances. The existing griev¬ 
ance redressal machinery has 
been strengthened and per¬ 
sonal contact established with 
the men in the field. General 
managers and divisional 
superintendents have also 
earmarked a day a month on 
which staff can freely ap¬ 
proach them with their diffi¬ 
culties and grievances on 
which remedial action is im¬ 
mediately taken. Instructions 
have also been issued for two 
senior headquarters officers, 
one each from the personnel 
and accounts departments, to 
periodically visit the divi¬ 
sional, etc., offices to look 
into staff grievances and ex¬ 
pedite payment of their dues. 

Most of the railwaymen 


havetqwork 

..ol ^considerable strips, qnd 
strain. It has, therefore, been 
decided, as a measure of social 
security, to introduce on the 
Railways a Provident Fuad 
Deposit-linked insurance 
Scheme. Under this benefit, 
in the event of an employee’s 
death, while in service, after 
renderring a minimum of five 
years’ service, the heir or heirs 
will be entitled to receive an 
additional payment deter¬ 
mined on the basis of the 
average balance during the 
preceding three years in the 
employee’s provident fund 
account, subject to a ceiling of 
Rs 10,000. The setting up of 
a Benevolent Fund for relief 
of distress amongst Railway 
Protection Force personnel is 
also under active considera¬ 
tion. 

Promotion of recreational 
activities amongst railwaymen 
has always been an essential 
feature of our welfare policy. 
In furtherance of the same 
concept, inter-Divisional and 
inter-Raiiway cultural compe¬ 
titions in music, dance, drama, 
etc., are proposed to be intro¬ 
duced at which the railway- 
men and their families can 
participate. Excellence in 
these activities will be reco- 


Railway Cooperative Credit 
Societies have expanded their 
lending activities whereby 
railwaymen in need of finan¬ 
cial assistance can obtain loans 
on easy repayment terms. 

Railways had been training 
only about 6,000 apprentices 
interins of the requirements 
of the Apprentices Act. 1961. 
In implementation of the new 
economic programme announ¬ 
ced by the prime minister, 
the number was doubled with¬ 
in the short space of six weeks 
from the date of announce¬ 
ment of the programme. The 
trades have also been widened 
and apprentices have now 
been recruited not only in 
workshops but also in loco 
running sheds, printing presses 
catering establishments, etc. 

Shop*£ Councils have been 
formed.^ Production Units 

. 
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RAILWAY BUDGET AT A GLANCE 


(In millions of rupees) 



Actuals 

1974-75 

Budget 

Estimates 

1975-76 

Revised 

Estimates 

1975-76 

Budget 

Estimates 

1976-77 

Gross Traffic Receipts 

14081.9 

16708.6 

17377.5 

19558.2 

Ordinary Revenue Working Expenses (Net) 
i.e. after taking credit for recoveries 

11862.8 

12982.8 

14419.4 

15514.2 

Appropriation to Depreciation Reserve 

Fund from Revenue 

1150.0 

1150.0 

1150.0 

1350.0 

Appropriation to Pension Fund 

160.0 

170.0 

245.0 

300.0 

Net Misc. Expenditure (including cost of 
works charges to revenue) 

172.6 

196.7 

208.7 

228.2 

Total: 

13345.4 

14499.5 

76023.1 

17392.2 

Net Railway Revenue 

Dividend to General Revenues 

736.5 

1874.7 

2209.1 

1978.8 

1354.4 

1982.5 

2165.8 

2076.0 

Net Surplus (+)/Shortfall ( ) 

—1138.2 

+230.3 

—628.1 

+89,8 

Operating Ratio 

93.5% 

85.6% 

Ti** 

”87.7% ' 
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1975*7$ has been a year of 
manifold achievements—spec¬ 
tacular improvement in the 
railways' transport capability, 
high level of productivity and 
punctuality, improved discip¬ 
line and better quality of 


service* The 200-miUion* 
tonne mark, around which onr 
originating freight traffic has 
hovered for many years, has, 
1 hope, been finally crossed. 
None of this would have been 
possible without the whole¬ 
hearted cooperation and dedi¬ 
cated hard work of all levels 
of railway men. Sir, I would 


like to take this opportunity 
to express my sincere appre¬ 
ciation of the devotion to duty 
and high sense of responsibi¬ 
lity shown by railwaymen. 
Our combined earnest endea¬ 
vour in 1976-77 would be not 
only to consolidate the gains 
made in the current year but 
also attain greater heights of 


j! 

physical performance and at i 
the same time make the rail- 3 : 
ways financially viable. | 

4 

It is the aim of the Indian { 
Railways to husband their \ 
resources, scarce as they" are : 
in our growing economy, and \ 
to seek and retain customer 
satisfaction : for the railway ; 


Table I 

Existing and Proposed Rates for Certain Commodities in Wagon Loads for Certaia Distances 


(Rates per tonne in rupees) 


Coal, Charcoal, 
Firewood, 

Distance Oilcake 

Kilometres 

(3.75) 

Sugarcane 

(40) 

Iron Ore, Lime¬ 
stone,Dolomite, 
Gypsum 

(42.5) 

Vegetables, Seeds 
Common, 
Manganese 
Ore 
(47.5) 

Cement, Soda Ash, Timber NOC, 
Caustic Paper NOC 

Soda in rolls and 

reels, Sugar 

(52.5) (60) 


Exist¬ 

ing 

Pro¬ 

posed 

Exist¬ 

ing 

Pro¬ 

posed 

Exist¬ 

ing 

Pro¬ 

posed 

Exist¬ 

ing 

Pro¬ 

posed 

Exist¬ 

ing 

Pro¬ 

posed 

Exist¬ 
ing ' 

Pro¬ 

posed 

100 

13.00 

13.70 

13.70 

14.40 

14.40 

15.10 

15.80 

16.60 

17.20 

1810 

19.30 

20,30 

200 

18.90 

19.90 

20.00 

21.00 

21.10 

22.20 

23.20 

24.40 

25.40 

26.70 

28.70 

30.10 

300 

24.50 

25.70 

25.90 

27.20 

27.40 

28.80 

30.20 

31.70 

33.10 

34.80 

37.50 

39.40 

500 

34.70 

36.40 

36.80 

38.60 

38.90 

40.80 

43.10 

45.30 

47.40 

49.80 

53.70 

56.40 

750 

48.70 

53.60 

51.70 

56.90 

54.70 

60.20 

60.80 

66.90 

66.70 

73.40 

75.80 

83.40 

1000 

60.50 

66.60 

64.30 

70.70 

68.10 

74.90 

75.60 

83.20 

83 20 

91.50 

94,60 

104.10 

1500 

82.10 

90.30 

87.20 

95.90 

92 50 

101.80 

103.00 

113.30 

113.50 

124.90 

129.20 

142.10 

2000 

100.70 

110.80 

107.10 

117.80 

113.60 

125.00 

126,50 

139.20 

139.40 

153.30 

158.80 

174.70 

2500 

115.20 

126.70 

122.60 

134.90 

130.10 

143.10 

144.90 

159.40 

159.70 

175:70 

182.00 

200.20 







Table l-Contd. 
















(Rates per tonne in rupees) 


Iron or Steel 

Petroleum and 

Electrical appliances 

Iron or Sieel 

Iron or Steel 

Petroleum apd 


Division ‘C’—* 

other Hydrocarbon 

and fittings—Div. 

Division 

Division ' 

A’— other Hydrocarbon 

Distance 

Billets, Blooms 

Oils—non- 

‘B’—Battery plates. 

B- 

- 

Cables, Chains, 

Oils—dangerous 

Kilo- 

and 


dangerous 

Dry batteries 

Bars, Rods Screws, Tyres etc.. 

—Petrol 

metres 

ingots 

Kerosene Oil 

Dvnamos 

etc. 

Cotton raw full 

Benzene 






etc. 




pressed 

etc. 



(65) 


(70) 


(75) 


(80) 

(87.5) 


(115) 



Exist- 

Pro- 

Exist- 

Pro- 

Exist- 

Pro- 

Exist- 

Pro- 

Exist- 

Pro- 

Exist- 

Pro- 


ing 

posed 

ing 

posed 

ing 

posed 

ing 

posed 

ing 

posed 

ing 

posed 

100 

20.70 

21,70 

22.10 

23.20 

23.50 

24.70 

24.90 

26.10 

27.00 

28.40 

34.70 

36.40 

200 

30.80 

32.30 

33.00 

34.70 

. 35.10 

36.90 

37.30 

39.20 

40 60 

42.60 

52.50 

55.10 

300 

40.30 # 

42.30 

43.20 

45.40 

46 10 

48.40 

48.90 

51.30 

53.20 

55.90 

69.10 

72.60 

500 

57.90 

60.80 

62.10 

65.20 

66.30 

69.60 

70.50 

74.00 

76.80 

80-60 

99.90 

104.90 

750 

81.90 

90.10 

87.80 

96.60 

93.90 

103.30 

99.90 

109.90 

108.90 

119.80 

142.10 

156!30 

1000' 

102.20 

112.40 • 

109.80 

120.80 

117.40 

129.10 

124,90 

137.40 

136.40 

150.00 

178.10 

195.90 

1500 

139.60 

153.60 

150.10 

165.10 

160.60 

176.70 

171.00 

188.10 

186.80 

205.50 

244.20 

268.60 

2000 

171.80 

189.00 

184.70 

203.20 

197.80 

217.60 

210.70 

231.80 

230.10 

253.10 

301.20 

331.30 

2500 

196.90 

--. .. 

216.60 

211.80 

233.00 

226.70 

249.40 

24t.60 

265.80 

263.90 

290.30 

345.70 

380.30 


r ' , t 
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user in his millions, expects reliable, speedy and safe service. 
With the goodwill Of the House and the united effort of all 
levels of railwaymen, I have hope and confidence of a new 
image of the railways emerg- ing from the mists of the past. 
May this vision come true 1 

Memorandum explaining the proposals for adjustments in 
freight rates in Railway Budget, 1976-77. 

Details of the adjustments in the freight ratesfor goods traffic, 
proposed in the Budget Speech of the minister for Railways 
are given in the following paragraphs. The revised rates will 
be effective from April 1, 1976, except where otherwise stated. 

Freight Rates 

v ^2. At present a supplementary charge of 16j% for distances 
upfto 500 Icms and 22% for distances beyond 500 kins is 
leviable on the total freight charges in respect of all goods 
traffic including livestock (except certain edible oils, salt NOC 
and jagree). Additional supplementary charge, as indicated 
below, will be leviable on the total freight charges (including 
the existing supplementary charge) in respect of all goods traffic 
including livestock (except foodgrains, gur, shakkar, jagree, 
salt NOC, edible oils, oil seeds and chemical manures). 



< , Additional Supple¬ 
mentary charge 
leviable 

Wagonload traffic 

For distances upto and inclusive of 500 kms 5/4 

For distances beyond 500 kms 

‘ Smalls’ traffic 

10% 

For all distances 


3. The addional supplementary charge will also be leviable 
on the minimum charge wherever the freight charge leviable 


is the minimum charge. 

4. An additional supplementary charge at 10% will also be 
leviable on transhipment charges and siding charges. 


Rounding off rule 

5. The additional supplementary charge will be on the 
rounded off total charges as at present leviable and further 
rounding off after a ddition of the additional supplementary 
charge will be as per the existing rules. 

6 The existing and the proposed rates for some of the 
important commodities in the respect of certain representative 
j shown in Table I (page 521) Table II below. 


Tabu II 

Existing and Proposed Rates for Certain Commodities for “Smalls’* (i.e. less than Wagon Loads for Certain Distances) 

(Rates per tonne in rupees) 



Fruits and 

Caustic Soda, 

Ale and beer. 

Soap Hides Condensed milk. 


Vegetables, 

Soda Ash, 

Electrical 

and Drugs, crude and 

Distance 

Bleaching 

Starch N.O.C., 

appliances 

Skins 

raw. Tobacco, 

Kilo- 

powder 

Paper N.O.C. 

Div. C, 


country unmanu- 

metres 



in rolls and 

Glassware 



factured. Piece- 




reel 


Div. C 



goods, press 









packed 


(67.5) 

(75) 


(80) 

(80) 

(105) 


Exist- 

Pro- 

Exist- 

Pro- 

Exist- Pro- 

Exist- 

Pro- 

Exist- 

Pro- 


ing 

posed 

ing 

posed 

ing posed 

ing 

posed 

ing 

posed 

100 

21.40 

23.50 

23.50 

25.90 

24.90 27.40 

26.30 

28.90 

31.90 

35.10 

200 

31.90 

35.10 

35.10 

38.60 

37.30 41.00 

39.40 

43.30 

48.20 

53.00 

300 

41.80 

46.00 

46.10 

50.70 

48.90 53.80 

51.80 . 

57.00 

63.40 

69.70 

500 

60.00 

66.00 

66.30 

72.90 

70.50 77.60 

74.70 

82.80 

91.50 

100.70 

750 

84.90 

93.40 

93.90 

103.30 

99.90 109.90 

106.00 

116.60 

130 10 

143.10 

1000 

106.00 

116.60 

117.40 

129.10 

124.90 137.40 

132.50 

145.80 

162.90 

179.20 

1500 

144160 

159.30 

160.60 

176.70 

171.00 188.10 

181.50 

199.70 

223.40 

245.70 

2000 

178.20 

196.00 

197.80 

217.60 

210i70 231.80 

223.60 

246.00 

275.40 

302.90 

2500 

204.40 

224.80 

226.70 

249.40 

241.60 265.80 

256.40 

282.00 

316.00 

347.60 


Groceries. 

Biddies, 

Rubber 

nanufacturec 

Stationery 

N.O.C. 

( 120 ) 


Drugs, Narcotic, 
Household 
effects. Plastic 
materials. 
Matches, (safety.) 
Stainless steel 
wares 
(130) 


ing 


posed ing posed 


36.10 

54.60 
72.00 
104.10 

148.20 

185.70 

254.70 

314.20 

360.60 


39.70 
60.10 

79.20 
114.50 
163.00 
204.30 

280.20 
345.60 

396.70 


38.90 

58.90 
77.70 

112.50 

160.30 

200.80 

275.70 

340.10 

390.40 


42.80 

64.80 
85.50 

123.80 

176.30 
220.90 

303.30 
374.10 
429.40 
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Dear Exportr- 


mu 


keep your money safe, 
try risking ours. 


You are an exporter. 
Whose overseas commitments 
are growing all the time 
But now and then, maybe 
you get a little worried. About 
the kind of payment risks 
you face when exporting. 

Maybe you worry a bit 
about your monoy being 
secure—especially when 
dealing with foreign parties 
you don’t know too well, and 
with countries about which 
you read alarming reports 
in the press. 

ECGC knows exactly 
how you feel and has done 
a lot about it. 


A wide range of policies 
through ECGC insures your 
credit risks and guarantees 
payment to you, the exporter 

Political risks and 
commercial risks—all these 
are covered by ECGC's 
Standard Policies. And, 

ECGC pays 90”„ of the losses 
on account of commercial 
and political risks. 

Besides, EGCC offers 
special policies like Services 
Policy and Construction 
Works Policy 


In 1975, over Rs 400 
crores of exports by about 
4,800 policy holders were 
covered by ECGC insurance 
Claims paid during the year 
amounted to Rs. 4.60 crores 
As you can see, we keep 
your money safe by risking ours. 

So, isn’t it time we got 
together? 



Under ECGC's Standard Policies— 
which protect exporters against 
overseas credit risks—ECGC will pay 
you 90% of the losses on account 
of "political" or "commercial" rides. 

l^e take the risk out of your export credit risks 


EXPORT CREDIT 
ft GUARANTEE 
CORPORATION 
LIMITED 

(A Government of India Concern) 
JtEGD. OFFICE t 

Express Towors, 10th floor 
Nariman Point Bombay 400 021. 

BRANCHES BOMBAY • GALOOT * 
NEW DELHI e MADRAS e COCHIN 


UMUmS by B. F. A**rw»l» on behalf of the Eastern Ecohombt Ltd., United Bmfr WntMM. 

Fwfiw^Slwet.Nt* ^ M««™. M/U, WJS*. tero 4agh. iethMlOOM. 

ThOMl'i V. BolunhMBmfaa .t Ifa nnn ImJm mH.wn.n M 
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m ANY SCRIPT YOU ORDER: 


ATUL ENSURES GOODS OF 
PROVEN QUALITY 


ACID DYES. DIRECT DYES. TULATHOLS. 
TULASASES. SULPHUR SLACKS. DISPERSE 
DYES. OPTICAL WHITENINGS AGENTS. 

DYE INTERMEDIATES. PHARMACEUTICAL 
INTERMEDIATES. INORGANIC CHEMICALS. 
WEEDICIDES ANDPHARMAetfUTICALS 


CONTACT 

THE ATUL PRODUCTS LIMITED, 

P C A f : ••• • . v '.l'C- C! .' AH <. i • 

Tc 1 t ' b? -i ' ' t.,).., 
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Beyond a« Budget SIS 

Rotlonalialng Landing Rato* Ml 

Prospect* for Jutepndustry NT 
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What is really significant in the general welcome which has been extended to the central 
budget this time is not so much the babel of sectional satisfactions which have greeted 
the specific reliefs and concessions—or incentives, if you please—as the wide acceptance 
of its philosophy and directions by those who would like to see the national economy 
resume orderly growth. An impressive virtue of this budget no doubt is its bold bid 
to substitute sweet reasonableness for superstition in the practice of direct taxation. 
Its claim to greatness, however, is that it has not stopped there but has proceeded to 
make some truly meaningful decisions of economic policy or management which are 
so clearly tailored to the current or immediately prospective needs and purposes of the 
economy. ' . 
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Building on the government’s success in disciplining inflation the Finance minister 
has initiated a carefully controlled process of reflating the economy and putting it into 
the mould and mood for solid expansion. M* Subramaniam has always been a con¬ 
vinced and consistent believer in increasing levels of public investment as the prime 
mover of growth. Given the philosophy and politics of development adopted in this 
country, this is a credible as well as a respectable position. Fortunately for the Finance 
minister the objective conditions of the economy—signalized by a comfortable supply 
position with regard to food, wage goods and what are familiarly described as essential 
commodities and the wide prevalence of unutilized capacities in industry which could 
quickly respond to some stimulation of demand—have made it possible for him to draw 
energetically on the broad revenue base built up for the public exchequer over the years 
and inject the resources thus mobilized into deepening and widening channels of public 
investment. Enthusiastic as he is about this process he has nevertheless been dis¬ 
passionate enough to grant that the high levels of public investment projected in the 
budget could run the risk of reviving inflation if the funds are not efficiently or 
properly utilized. In his reply to the budget debate in the two houses of parliament be 
has thus placed comforting emphasis on the need for the sound implementation of 
the high intentions of the investment programmes of the budget. 


Tmd# Winds 

Increased Industrial Production; 
European Currencies; U.P. 
Budget; IDBI; Inter-Bank Call 
Rataa; Ceiling on Term Loans; 

Car Prices; Margins on Sterling 
Sales; Indo-US Trade; World 
Trade; National Permits; NPCC; 
Fertiliser Output; Drug Price 
Revision; India-Upper Volta Co¬ 
operation; Engineering Exports 720-723 

Company Affairs 

Bharat Commerce; Century; Pre¬ 
mier Cable; Indian Cable; Aruna 
Sugars; Camphor and Allied 
Products; Bayer India; Atul 
Products; Polymers Corpora¬ 
tion; News and Notes; New 
Issues; Dividends; Licences and 
Letters of Intont 724-729 

Records and Statistics 

Decline In World Trad* In 1I7S 7M 


In a talk to economic journalists in the capital Mr Subramaniam has said that it 
is not unlikely that prices will rise to some extent and that he himself would regard an 
annual rate of increase of five per cent as acceptable. This is wisdom. Relative changes 
in individual and sectoral prices as well as constructive response of the general price 
level to incomes and investment processes in the economy must be regarded as healthy 
consequences of flexible and realistic production objectives and pricing policies. Mr 
Subramaniam is also looking forward to substantially higher rates of industrial growth 
in the budget year and the next. Having struck one blow already in a good cause, he 
should feel encouraged to strike more in the months to come. The indifferent health 
of the capital market should be a challenge to him to work out and act on measures 
needed to revive investors’ faith in what is called the cult of equity. The fprevailing 
monetary policy or interest rate structure is hardly helpful and here is one grey area 
of the'economic landscape which calls for and would richly repay skilful husbandry. 

There is a nagging feeling in the business community that, while the Finance 
minister’s enthusiasm for higher levels of Plan outlays is admirable, his concern for in¬ 
creases in the levels of investment in the private sector perhaps leaves something to be 
desired. Mr Subramaniam no doubt realizes that, although public expenditure it¬ 
self would release both investible resources and purchasing power into the private sec¬ 
tor, additional measures will be required to step up activity in the private sector to levels 
which could complement and sustain the higher rates of economic activity projected by 




the Plan programmes. In other words, it is 
not enough if the financial claims of the 
public investment projections are taken care 
of; the corresponding needs of investment 
and production activities in the private 
sector should be catered for. There is a view 
that the Finance minister has not given 
to the reform or liberalization of corpor¬ 
ate taxation the priority it deserves in the 
light of the importance of augmenting the 
internal resources available in the cor¬ 


porate sector. It should at least be possi¬ 
ble for him to help the wheels of industry 
spin faster by further realignments of the 
njionemry ‘ mechanism. Progress in this 
direction, besides helping to realize the 
Finance minister’s expectation of a rise 
in the annual rate of growth of industry 
to 10 per cent, may also contribute to¬ 
wards the resurgence of the capital market 
which is so relevant to the growth of sav¬ 
ings and investment. 


Rationalising lending rates 


Following the observations of Mr K.R. 
Puri, governor of the Reserve Bank of 
India, that the spread between average 
interest rates on deposits and average 
lending rates on advances was unusually 
large and the efficiency of the banking 
services should be improved, it has been 
decided that there should be a ceiling of 
16.5 per cent on all advances excepting 
categories coming under selective control. 

No attempt also can be made to derive 
a large income by levying penal rates and 
heavy service charges. It had been hoped 
that the Reserve Bank governor, in con¬ 
sultation with thecnief executives of major 
banks, would decide on a more effective 
rationalisation of the structure of inte¬ 
rest rates on advances without disturb¬ 
ing the rates on deposits. It had even 
been expected that the Reserve Bank 
would be prepared to beat a retreat from 
dear money and lower the bank late by 
1 to 8 per cent. This move, if adopted, 
would not have necessitated the revision 
of deposit rates as these were not raised 
suitably when the bank rate was jacked 
up by 2 to 9 per cent in July 1974. 

marginal rise 

The borrowing programme of the central 
and state governments and public bodies 
too were not designed to reflect the impact 
of a higher bank rate and the interest rates 
on new loans were only marginally raised. 
There has even been an attempt later!} 
to adjust thg yields in a way that borrow- 
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ing in the form of medium dated loans is 
not costly. There is also a scramble for 
long-dated securities in the hope that a 
retreat from dear money would result in 
an appreciation in the market value of 
these securities. 

usurious rates 

These features of the present struc¬ 
ture of interest rates have been cited 
only to show that there has been 
no integrated approach to the whole 
question and with the: removal of the ceil¬ 
ing on lending rates in January 1971, theie 
was even a tendency on the part of banks 
to soak the borrowers with ‘usurious’ 
rates. Even the governor of the Reserve 
Bank has pointed out that more than 15 
per cent of the aggragate advances of 
scheduled commercial banks bear inte¬ 
rest rates higher than the proposed ceil¬ 
ing of 16.5 per cent. 

The case for a lowering of the bank 
rate rests on these premises. The lender 
of the last resort lias to make available 
huge sums to member banks for financing 
procurement operations and the diffe¬ 
rentials that have to be charged after 
obtaining discretionary accommodation 
from the Reserve Bank are not such as to 
enable member banks to earn reasonable 
profit margins. The penal rate charges 
sometimes are heavy and wjth statutory 
liquidity and cash reserve ratios the dis¬ 
position has been to generate larger in¬ 
comes through the lending of funds to 
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borrowers in the non-priority sectors by 
charging high rate*, penalties aad aerviee 
charges. In*hjs process, the spread bet¬ 
ween average lending rates and average 
deposit rates has increased to ovei 'seven 
per cent. This was less than 44 per cent 
when there was a ceiling of 9.5per cent on 
lending rates up to January 1971. 

liquidity ratio 

The central and state governments and 
public bodies are obviously keen that the 
high liquidity ratio should be retained a;* 
on the basis of additions to deposits of 
Rs 2,000 crores annually, the scheduled 
comme rcial banks alone will be compel¬ 
led' to invest Rs 600 crores yearly in gov¬ 
ernment and approved securities. The 
higher cash reserve ratio also affords a 
larger area for manoeuvre by the Re¬ 
serve Bank as minimum cash balances of 
member banks with the former have been 
around Rs 6C0 crores in the past several 
months. When it ha 5 been recognised 
that the refinance facilities of the Reserve 
Bank have been needlessly costly and 
borrowings by member banks have been 
mainly for financing procurement opera¬ 
tions, it is net dear why there has been 
no attempt to streamline refinance facili¬ 
ties and lower also the &tsh ritervfcratio. 

The release of cash balances of over 
Rs 130 crores by lowering the ratio to 
three per cent from four per cent would 
enable banks to invest additibttaijy Rs 
crores in government and approved securi¬ 
ties and secure an interest income which 
would be higher by at least U to 2 per cent 
on the invested portion of released cash 
balances. The remaining Rs 85 crores could 
be profitably lent at an average rate of 14 
per cent. A weighted average of nine per 
cent return on Rs 130 crores would give 
the banks an additional income of five per 
cent on Rs. 130 crores or Rs 6.5 crores. 
The burden of lending on a concessional 
basis to the weaker sections of society is 
also being felt more heavily with an in¬ 
crease in the proportion of outstanding 
credit in respect of borrowers in the prio¬ 
rity sectors. 

The lending rates charged, however, will 
not involve a heavy sul^iy and sizable 
provisions out of profits for writing off bad 
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debts if the amounts lent were applied for 
the intended purposes and there were no 
undesirable practices. "The Reserve Bank 
governor has naturally emphasised the 
need for paying greater attention to the 
requirements of weaker borrowers and 
stated that bankers should approach their 
problems with constructive thinking and 
not merely be content with pursuing old 
techniques of commercial banking. The 
borrowers in the weaker sections of so¬ 
ciety are not really keen on low interest 
rates. Tins is because they are accustomed 
to borrowing on an usurious basis from 
indigenous money-Iendet s and they would 
feel immensely happy if interest rates 
were between 10 and 14 per cent, and the 
loans could be reasonably scheduled for 
repayment on the basis of the amounts and 
purposes involved. 

experimentation 

There is truly a case for examining how 
nearly 20 per cent of the outstanding 
amount of over Rs 10,000 crores in respect 
of advances of scheduled commercial banks 
has been utilised and what is the propor¬ 
tion of sticky advances to the total and 
why things have gone wrong. In a period 
of experimentation, many mistakes are 
likely to have been committed and the 
writing-off of bad debts in some cases 
cannot have a frightening effect. This 
does not, however, mean that the deposi¬ 
tors’ interest should not be more carefully 
safeguarded and greater care exercised 
in extending all categories of advances. 

While this exercise will be helpful in 
raising the credit-deposit ratio in the 
rural and semi-urban areas and preventing 
an efflux of funds from the ccuntry-side 
to urban areas, it is also important that 
there should not bi any und:r-utilisation 
of man-power in the banking sector. It 
will then be possible to ensure greater 
velocity of available funds. The banking 
system can certainly operate with a diffe¬ 
rential of 4i per cent over the average 
interest rates, on deposits which may vary 
in the case of individual banks having re¬ 
gard to the proportion of demand liabilities 
to total liabilities. But with a better ad¬ 
ministration of the Bill Market Scheme, 
greater attention to collections, unneces¬ 
sary locking of funds in inventories and 
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stricter supervision over repayments, the 
major banks can earn sizable profits even 
with a ceiling on advance rate at 14 per 
cent. 

It Is rather unfortunate that the high 
interest rates now proposed to be charged 
are considered reasonable when there is 
ample evidence to suggest that the 
industrial units having large turnovers 
have been obliged to pay heavy interest 
charges due to increases in prices for raw 
materials and components. In some cases, 
the net profit after depreciation and inte¬ 
rest charges has declined by 30 to 50 per 
cent in the latest accounting period as 
compared to the previous simply be¬ 
cause of a sharp rise in the burden of inte¬ 
rest charges. 

Actually, the gross profits before inte¬ 
rest charges and after depreciation have 


remained largely unchanged and the 
earnings before taxation were considerably 
lower only due to heavier interest burdens. 
It is no use saying that interests as ah 
item of cost works out only to 3 to 4 per 
cent of aggregate turnover when tbagross 
profits form not more than 6 to. 8 : per 
cent where large turnovers are involved and 
heavy excise duties have to be paid. It is 
only to be hoped that as a result of the 
deliberations of the special committees 
and the working group that are proposed 
to be appointed by the Reserve Bank of 
India and Indian Banks Association, 
rational decisions will be taken in respect 
of the levy of penal rates and service 
charges and definite norms will be laid 
for determining how lending rates should 
be charged in the light of the interest 
charges borne by the lending institutions 
in respect of their liabilities. 


Prospects for jute industry 


The recommendation of the Bose-Mullick 
committee that the jute industry has no 
case for effecting a cut in production has 
not come as a surprise. The Commerce 
ministry, of which Mr Bose Mullick is 
the secretary, had earlier rejected this pro* 
posal when the industry wanted a cut in 
production of only 10 to IS per cent. 

residual seller 

The situation was allowed to drift 
with the result that when the Bose-Mullick 
committee was set up, the industry asked 
for a 25 per cent cut in production. The 
industry’s ease was based on the ground 
that its production should be planned 
according to demand and that, for a long 
time to come, India would remain only as 
a residual seller. The industry pointed 
out that regulation of production would 
help it to reduce the stocks and overcome 
the crisis in raw jute. This step was also 
expected to improve the industry’s earn¬ 
ings of foreign exchange since, according 
to the Indian Jute Mills Association, 
“overseas buyers can surely afford to pay 
prices higher than those offered at distress 
9&les’’. 
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These arguments do not seem to have 
impressed the Bose-Mullick committee. 
But how then is the government going to 
ensure that the industry doss not face a 
fibre famine in the coming months? It 
had told the committee that by the end of 
May 1976 many mill godowns would be 
practically empty. The government 
should see to it that the industry is assured 
of adequate quantities of fibre at fair 
prices. In 1961-62 the minimum support 
price for raw jute was Rs 80.38 per quintal 
but now it is about Rs 17S.6S per quintal. 
The levy of the raw jute tax and the entry 
tax has added to the cost. Purchases from 
the Jute Corporation on the basis of back- 
to-back contract are also said to have 
raised the fibre prices. In 1974-75 the 
corporation’s jute was estimated to have 
cost the industry about Rs 212 per quintal 
compared to Rs 173 which was the price 
of Assam Bottom at Calcutta. 

bank finance 

The Bose-Mullick committee* has 
recommended that the mills should be 
given liberal bank finance. But it is not 
dear whether the committee has e xamined 
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this aspect in detail and made specific 
proposals. On previous occasions also 
the industry had been assured by the 
Commerce ministry, the Finance ministry 
and by the Reserve Bank about the ade¬ 
quate availability of credit but this pro¬ 
mise has not been properly implemented. 
The industry had told the Bose-Mullick 
committee that the bank margin should be 
reduced from 35 per cent to the level of 
flat 10 per cent, that banks should give 
soft loans against blocks and that loans 
should also be given according to the 
mills’ requirement of working capital. 
Plea had also been made for enhancing 
cash credit limits and for special and urgent 
consideration to the needs of weak mills. 
But how far will the banks be prepared to 
provide assistance on these lines? 

basic need 

The Bosc-Multick commitice is expected 
to submit shortly its second report dealing 
with the problems of modernisation of 
mills, tescarch and other aspects. What¬ 
ever may be its recommendations in regard 
to these matters, the basic need is to create 
conditions to enable the industry to 
operate profitably and to sell its products 
"at competitive prices. The latest official 
statistics reveal that the total export 
earnings from jute goods in 1975-76 are 
only about Rs 240 crores against Rs 296 
crores in the previous year. The estimate 
for 1976-77 is still lower at Rs 225 crores. 
According to provisional statistics, the 
export of hessian declined from 252,000 
tonnes in 1974-75 to 245,000 tonnes in 

1975- 76 and sacking from 132,000 tonnes 
to 90,000 tonnes. The export of carpet 
backing went up from 119,000 tonnes to 
130,000 tonnes but of other items fell 
from 67,000 tonnes to 45,000 tonnes. 
In terms of quantity, the export of jute 
goods in 1975-76 is only about 510,000 
tonnes compared to 570,000 tonnes in 
1974-75. The industry expects that in 

1976- 77 also the export will be only 
around 510,000 tonnes, consisting of 
250,000 tonnes of hessian, 70,000 tonnes 
of sacking, 145,000 tonnes of carpet 
backing and 45,000 tonnes of other pro¬ 
ducts. It is relevant to recall that in 
1965 the jute industry’s exports had rea¬ 
ched over nine lakh tonnes. 

The government seems to think that, 


bavirg, abolished the export duties, the 
industry needs no more incentive. The 
industry had suggested that the cash 
assistance scheme, which has been given 
for carpet backing and speciality products, 
should be extended to hessian, cotton 
bagging and new woolpacking. But the 
central budget for 1976-77 has provided 
no such incentives. This is unfortunate 
because with the cash assistance it would 
have been possible for the industry to 
recover the lost markets for cotton bag¬ 
ging and woolpacks and increase the ex¬ 
port of hessian. 

The sharp increase in the internal de¬ 
mand for jute goods is an encouraging 
factor. It is estimated that the total 
internal consumption in 1975-76 will be 
around 650,000 tonnes, which is about 
200,000 tonnes higher than in the preced¬ 
ing year. But it is necessary to ensure 
that the industry is able to secure a fair 
price for the sales made in the home mar¬ 
ket. The continuation of heavy excise 
duties at the rate of Rs 600 per tonne 
has been hindering the growth in demand 
for jute goods and is also promoting the 
trend in the larger consumption of old jute 
bags. Moreover, the industry has been 
incurring large losses on its sales to the 
Directorate-General of Supply and Dis¬ 
posals (DGSD). The purchase policy 
of the government also seems to be 


operating unfairly to the jute industry. 
As the DMA recently remarked,. 4 *the 
latest policy adopted by the DOS AD 
is to refrain from buying for some time 
and then to call fot a tender for small 
quantity but, eventually, it makes pur¬ 
chases in a big way in order to obtain the 
goods at lower price from the industry 
which is a distress seller’*. 


The formation of the Jute Develop¬ 
ment Council is expected to give an 
impetus to research, modernisation and 
other aspects and thereby help to promote 
the prosperity of the industry. Moderni¬ 
sation of machinery has assumed urgency 
but this programme cannot be implemen¬ 
ted merely by providing the industry with 
the necessary funds. It is also important 
that the industry should be able to rationa¬ 
lise its labour force and fix the appro¬ 
priate work-load with a view to improv¬ 
ing productivity. A study by the Reserve 
Bank has disclosed that labour cost in the 
jute industry accounts for about 54 
and 25 per cent, respectively of the 
conversion cost and the total manufactur¬ 
ing cost compared to 33 and 15 
per cent for all industries taken together. 
How will the development council ensure 
that the industry gets the active coopera¬ 
tion of its workers in reducing costs and 
raising productivity? As regards re- 
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A planned economy in which the state assumes 
responsibility for maintaining full employment and 
making adequate outlay to create effective demand, 
calls for a very radical revision of our prevailing 
budgetary practices and techniques. Ever since the 
depression of the thirties it is more or less univer¬ 
sally accepted that when private outlay falls short, 
the state must step in and fill the vacuum. And it 
was in pursuance of this aim that deficit financing 
and pump-pressing on public works were resorted 
to by quite a number of countries. The war-time 
experience of total mobilisation of resources has 
again brought home very forcibly that the economic 
effects of large-scale public finance are, for good 
or ill, of crucial significance to the growth of 


income, employment and consumption and that 
the budget can be used as the instrument of plan¬ 
ned direction and use of resources. While all this 
has been more or less accepted by most govern¬ 
ments which stand committed to the policy of full 
employment, strangely enough the revision of the 
actual budgetary system has not kept pace with the 
progress of economic thought on the subject. With 
a few exceptions such as Sweden and Denmark, to 
which we shall allude presently, no country cared 
until the war broke out, to readjust its budgetary 
system so that it could subserve the aim of eco¬ 
nomic policy; and even the readjustment broutfit 
about during the war is so very partial 
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March, tfe funds allotted for this purpose 
have been meagre. The new cess is 
expected to yield only about Rs 50 lakhs. 

The Commerce ministry is reported to 
have expressed surprise and regret at the 
action of the industry in passing on to 
the consumers the cess which has been 
levied at the rate of Rs 6.30, Rs4.50 
and Rs 3.75 per tonne respectively of 


Battered buses 


The emergency has helped to improve 
efficiency and discipline in many fields but 
its impact is yet to be felt on the Calcutta 
State Transport Corporation. Consider, 
for instance, the following extract from 
an advertisement which appeared iiv 
Calcutta’s newspapers on March 7, 
issued by Lt. Gen. B.N. Sarkar, the cor¬ 
poration's chairman: “But the most 
serious, debilitating and protracted oi 
all our troubles has .been the non-payment 
of fare. The assault by a section of the 
public on our conductors continues, and 
a passenger even went to the extent of 
biting one of our conductors for de¬ 
manding the fare. Because of this physi¬ 
cal violence or threat of violence, a large 
number of our conductors have been 
inhibited to ask for the fare as that 
appears to be the least troublesome course 
to adopt in a packed bus”. It seems strange 
indeed that while ticketless travel has been 
substantially checked even in a huge orga¬ 
nisation like the railways, the problem 
continues to persist acutely in the Cal¬ 
cutta State Transport Corporation. 

public cooperation 

The chairman appealed to the public for 
their help and cooperation to increase 
collections. Similar appeals have been 
made in the past by the minister for Trans¬ 
port and the predecessors of Lt. Gen. 
Sarkar. But there has been no adequate 
response from the public. 

In this background, the report of the 
commission, appointed by the govern- 


carpet backing, hessian and sacking. The 
industry and the government should 
settle this matter amicably. But the basic 
question is to what extent the government’s 
policies particularly in regard to export 
incentives, credit, purchases by the DGSD, 
and labour relations will be conceived 
on realistic lines so as to help the in¬ 
dustry to play its role effectively in the 
country’s economy. 


ment of West Bengal to enquire into the 
working of the corporation, assumes 
considerable significance. The com¬ 
mission was set up in June 1974 under the 
chairmanship of Dr N.Das, ICS (Retd.), 
who is at present the vice-president of 
Hindustan Motors. Apart from his vast 
administrative experience. Dr Das is 
also a well-known author and has inti¬ 
mate knowledge of the transport prob¬ 
lems and therefore was well qualified to 
take up this assignment. The two other 
members of the commission were Prof. 
B. Sen Gupta, a former director of the 
Indian Institute of Technology, Madras, 
and Prof. P. Chattopadhyay, director 
of Research, Institute of Cost and Works 
Accountants, Calcutta. 

terms of roforonce 

The commission’s terms of reference 
were to review the performance of the cor¬ 
poration with special reference to capacity 
utilisation, quality of work and produc* 
tivity; to examine the scope for reducing 
costs; and to make recommendations for 
improving operational efficiency. The 
commission has done athorough and com¬ 
petent job and its comprehensive report 
of over 350 pages was submitted to the 
government on January 31 this year. 

The commission has exposed several 
irregularities and inadequacies in the 
working of the corporation. Many of 
its buses are in a battered condition 
and there is hardly any maintenance 
worth the name. These and other deficien¬ 
cies of the corporation are well 
known but even so the commission has 


done well in drawing attention to 
them and stressing the need for radical 
reform, lt has rightly recommended 
that there should be no increase in fares 
and that large earnings should be secured 
by improving efficiency. The scope for 
this is indeed considerable. For example 
sizable savings will be possible by adopt¬ 
ing a proper system of store-keeping. 
The commission has observed: “The 
existing system of store-keeping is defec¬ 
tive in many important respects. Inspec¬ 
tion is virtually non-existent”. Stores are 
not properly indexed, recorded or kept in 
separate bins or containers and issuance 
is erratic and haphazard. Expensive stores 
such as gear boxes and differential units 
are stored on the floor on the specious 
ground that no other suitable space is 
available. This type of ‘storing’ has re* 
suited, and continues to result, in un¬ 
authorised removal of valuable items". 

large-scale absenteeism 

The Commission has referred to the 
‘‘large-scale absenteeism and indiscip¬ 
line” on the part of workers and ‘‘the 
apathy or reluctance" of the management 
to take stern action against delinquents. 
It is hardly surprising therefore that the 
corporation is unable to provide reason¬ 
ably efficient service to the public. The 
commission has said that “the heavy 
incidence of breakdown of buses has be¬ 
come almost a scandal" and that “the 
indifference of the technical management 
in this matter is largely responsible for the 
present state of affairs.” 

The commission has made many cons¬ 
tructive suggestions to improve the viabi¬ 
lity of the corporation and it is encourag¬ 
ing to note that the government has al¬ 
ready implemented some of them. For 
example, the government dismissed two 
senior officers of the corporation for 
proven inefficiency soon after the report 
of the commission was submitted. Shuttle 
services have been introduced between 
certain points. On some major routes, 
passengers now have to buy tickets be¬ 
fore boarding the bus and steps have been 
taken to ensure that the inspectors do 
their job properly. The commission has 
also made usefol suggestions relating 
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to the organisation of the central work¬ 
shop, materials management, labour prob¬ 
lems, printing press, and the appointment 
of the chairman and the senior executives 
of the corporation. One of the important 
suggestions relates to the introduction of 
regular night shifts in all the depots for 
carrying out proper cleaning, main¬ 
tenance and petty repairs. The com¬ 
mission has said that "unless the 
corporation adopts a modern system of 
division of work between the depots 
and the central workshop and introduces 
regular night shifts for servicing and 
routine maintenance of all vehicles, 
it will not be able to put more vehicles 
<on the road, improve upon the present 
outsheddjng or reduce the present 
high incidence of breakdowns.” It has 
also stressed on the importance of having a 
proper cost and management accounting 
system. It is hoped that the government 
will carry out these recommendations 
and ensure that the corporation provides 
efficient service to the public. 

unconvincing plea 

But the commission's suggestion that 
the government should offer an annual 
grant of Rs 150 lakhs to the corporation 
•does not seem to be convincing. The com¬ 
mission has justified this proposal on the 
ground that the corporation is compelled 
to operate some uneconomic routes, that 
part of its operations are hampered by 
bad roads and that, above all, it is a 
public utility service. But will it not be 
tar better to divert this amount to the 
proper maintenance of roads ? The 
commission has estimated that the 
corporation should be able to put 
on the road 750 buses out of 1081 
serviceable buses and that the fare 
collection should be an average of 
Rs 450 per day per bus. But, surely, the 
corporation should be able to put far 
more buses on the road and substantially 
Augment the daily earnings by enforcing 
jitrict discipline and improving efficiency 
At all levels. 

So far as roads are concerned, it is 
high time that the government took 
energetic and systematic steps to im¬ 
prove them. Lt. Gen. Sarkar has 
pointed out that due to excessive 


overloading and bad road conditions 
the corporation is having not only 
abnormal, breakages of spring assemblies 
but even of chassis. In February alone, 
60 chassis and 200 spring assemblies of 
its double decker buses were broken. He 
has observed that the congestion on Cal¬ 
cutta’s streets does not allow buses even 
to travel in topgear which imposes severe 
strain on the engine, transmission and the 
brake system. In the last few months, 
some attempts have been made to repair 
the roads but, by and large, this job has 
been done indifferently. As a result, soon 
after repair the same roads have started to 
deteriorate. The main impediment to the 
efficient maintenance of roads seems to be 
not so much the paucity of funds as the 
absence of a well-conceived and integrat¬ 
ed programme and its efficient implemen¬ 
tation. 

It is also important to reduce the con¬ 
gestion in the streets by removing unautho¬ 
rised construction from the footpaths. 


From time to time, the government has 
made some attempts in this direction but 
these have net met with much success. 
The government should undertake this 
job in a planned manner so that hawkers 
and others who have been earning their 
livelihood on pavements will not be put 
to hardship. Similarly, steps should be 
taken to remove or reduce the congestion 
arising from the large number of slow- 
moving vehicles. It is estimated that there 
are over 35,000 of them including hand¬ 
carts, animal drawn vehicles, cycle and 
push vans, hackney carriages and rick¬ 
shaws. It is hardly surprising therefore 
that travel speeds in most parts of Cal¬ 
cutta remain as* low as seven miles per 
hour. The government of West Bengal 
should tackle the transport problem in an 
intelligent and coordinated manner and, 
of course, with a sense of urgency. Mean¬ 
while, the government should vigorously 
tone up the efficiency of the corporation 
on the lines recommended by the Das 
commission. 
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Capital's Corridors 

R. C. Ummst 

Procurement of rabi grains • Coal stocks • 

New railway construction company • R&D cess 


The Central government’s acceptance of 
the recommendations of the Agricultural 
Prices Commission on the policy and 
procurement prices for the 1976-77 rabi 
marketing season, which was announced 
on March 25, did not come as any sur¬ 
prise. Enough indications were available 
during the last fortnight that in view of 
the encouraging trends of procurement of 
kharif grains, promising outlook for the 
current rabi crop, the present comfortable 
food supply position and the reductions 
effected since July last in the prices of 
fertilizers, the procurement prices for the 
ensuing rabi marketing season would be 
maintained at the last year’s levels. 

In consultation with the chief ministers 
and the Food ministers of the main wheat 
producing states, it has been decided 
that the procurement price of wheat of 
all varieties should be maintained at Rs 
105 per quintal. The issue price of wheat 
stocks released from the central pool 
for the public distribution system has 
also been kept at the present level of 
Rs 125 per quintal. Coarse grains are pro¬ 
cured at the support prices fixed for them. 

Movement restriction! 

In the interest of maximising the pro¬ 
curement of wheat, restrictions on the 
inter-state movement of this commodity 
are to be continued during the ensuing 
rabi marketing season. Each state is to 
be treated as a separate zone for the pur¬ 
poses of movement of wheat and wheat 
products, as during the last rabi market¬ 
ing season. The mode of procurement— 
whether the purchases should be made in 
regulated markets or through a system of 
levy—is to be decided by the state govern¬ 
ment concerned. The marketing of wheat 
within a state is to be regulated by the 
state government through such adminis¬ 
trative/statutory measures as may be con¬ 
sidered necessary. 

The target for the procurement of 
wheat has been fixed at 5.198 million 
tonnes. The incentive bonus scheme for 
supplies to the central pool is to be con¬ 


tinued. The bonus amount is to be utili¬ 
sed by the state governments for provid¬ 
ing fertilizer and other inputs to 
farmers. 

Support operations 

Apprehending a steep fall in the prices 
of barley and gram as a sequel to an ex¬ 
cellent crop, it ha s been decided that the 
price support operations should be arran¬ 
ged for the purchase of these two food- 
grains also as and when it becomes neces¬ 
sary. No procurement targets, of course, 
have been fixed in their case. In antici¬ 
pation of large arrivals of barley and 
gram in the market out of the new crop, 
the prices of old stocks are said to have 
recorded a sizeable decline in the last few 
weeks. The government is anxious that 
the interests of farmers should be fully 
protected and in case the producers fail 
to get in the open market prices for the 
new crop of barley and gram correspon¬ 
ding to the support prices fixed by the 
government, all the offerings should be 
taken up by the governmental agencies. 

The following are the targets ( v 000 
tonnes) fixed for the procurement of wheat 
during 1976-77—Bihar 100, Gujarat 50, 
Haryana 500, Jammu and Kashmir 20, 
Madhya Pradesh 200, Maharashtra 100, 
Punjab 2.800, Rajasthan 200; Uttar 
Pradesh 1,200, others 30, all-India 5,200. 

The procurement of wheat (*000 ton¬ 
nes) in the various states during the 
1975-76 rkbi marketing season up to the 
end of February was of the following 
order—Bihar 52, Gujarat 17, Haryana 
433, Jammu and Kashmir 19, Madhya 
Pradesh 137, Maharashtra 55, Punjab 
2,361, Rajasthan 183, Uttar Pradesh 
790; all-India, 4,047. 

As the off-take of foodgrains from the 
public distribution system has gone down 
in the recent past, the procurement of 
5.2 million tonnes of wheat, in addition 
to expected purchases of 5.3 million ton¬ 
nes of rice and some quantities of coarse 
grains coupled with the sizeable imports 


of foodgrains effected during the last cal¬ 
endar year—about 7.5 , million tonnes— 
should enable building up of a comfort¬ 
able buffer stock during the next financial 
year. According to the Report of the 
Agricultural Prices Commission on the 
price policy for wheat during the 1976-77 
marketing season, the offtake of food- 
grains from the public distribution sys¬ 
tem went down from the peak level of 
1.022 million tonnes in July and August 
last to 9.84 lakh tonnes in September, 
8.09 lakh tonnes in October, 7.41 lakh 
tonnes in November, 7.29 lakh tonnes in 
December and 7.24 lakh tonnes in Jan¬ 
uary. Compared to the offtake in these 
months in the earlier two years, the off¬ 
take this year has been significantly 
lower. 

The Agricultural Prices Commission 
has very significantly pointed out that 
“with a substantial increase in the current 
kharif output and the promise of a bet¬ 
ter rabi crop, the possibility of market 
prices of wheat tending to fall below the 
procurement price cannot be ruled out”. 
The commission, therefore, has caution¬ 
ed that the purchasing agencies should be 
adequately geared up. 


The mounting stocks of coal at pit- 
heads are stated to be posing a fairly 
serious problem for Coal India Limited : 
(CIL). Pithead stocks at the beginning 
of this month aggregated to 10.34 mil¬ 
lion tonnes, represesting 32 days’ produc¬ 
tion, as against 6.97 million tonnes on 
March 1,1975, representing 25 days’ pro¬ 
duction. Although both Coal India Limit¬ 
ed and the ministry of Energy do not 
consider the present stocks as excessive 
and derive comfort from them as insu¬ 
rance against the development of any 
scarcity of coal in the country during the 
next financial year, yet some anxiety is 
evident on their part about the continua¬ 
tion of production at the current levels. 
Unless the stocks are shifted from the 
mining areas to the consuming centres or 
there is a significant revival of demand 
otherwise, it is feared that the mainte¬ 
nance of production at the current level 
will become a difficult proposition. 

Steps have already been initiated by 
CIL for moving part of the accumulated 
stocks to the consuming centres. Discus¬ 
sions are understood to have taken place 
in the past few days between CIL, on the 
one hand, and power houses, steel plants 
and certain other industries, on the other, 
to see if the latter can lift larger “quanti¬ 
ties of coal. Some success has also been 
achieved in this regard. But the main * 
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difficulty being encountered appears to be warranted in terms of the programme gf * the working# his charge in the lastyhfee 
in respect of financing of stocks at the stepping up the output to 135 million months. Bright fading* m 
consuming ends. Most of the bulk con- tonnes by the eiid of the current PJan. A February and W^rch this year; he a m> 
sumers of coal, both in the private and target#/ 111 million tohttes for the neat were expectedTp be three rnmm tonnes 
public sectors, are said to be experiencing year will mean raising of coal output by more than anticipated while drawing up 
ways and means problem due to the tight about 12 million tonnes, as against an the revised estimate. This is understood 
credit policy. In fact, they are stated to increase of 10 million tonnes this year, to increase revenue earnings by about 
be owing to CIL such a staggering amount A'betfet strategy would be to continue Rs6crores. 
as Rs 90 crores. These arrears are adverse- with developmental efforts in terms of 

ly affecting the ways and means position the overall current Plan’s target so that Referring to the conversion of narrow 
of CIL also. adequate potential is created. The actual and metre gauge lines into broad gauge 

production may be regulated according ones, Mr Tripathi asked the critic* to 
No doubt, with the stepping up of ther- to the annual requirements, aiming at a realise that of the total length of 60,000 
mal power generation during the current marginal surplus output so that the Kms of railway lines in the country, 50 
lean season of hydel power, the consump- psychology of scarcity does not develop per cent was metre and narrow gauge, 
tion of coal by power houses should go again. The entire conversion work would need 

up during the next three months and the an investment of Rs 4,500 crores, which 

start-up of the third coke oven battery implies more than doubling of the present 

of Bokaro too should have a similar effect The minister for Railways, Mr Kamla- total investment of Rs 4,000 crores in 
so far as coking coal is concerned, it is p a ti Tripathi, indicated in Parliament the Indian railways. The process of con- 
doubtful whether the accumulated stocks j as t W eek, while replying to the debate version, he therefore argued, had to be 
would get cleared to a substantial extent on the 1976-77 railway budget, that the phased out according to the finances 
in view of the high tempo of production, proposed Indian railway construction available. 

Efforts, therefore, are also being made to company, which would undertake cons- 
stimulate consumption of soft coke, rais- truction of railway lines and projects 

ing of despatches to the brick-burning both in India and abroad, would have an The minister for Planning, Mr I. K. 
industry, encouraging substitution of oil authorised share capital of Rs 10 crores. Cujral. revealed in the Lok Sabha this 
by coal, etc. An initial investment of one crore of week that the government intended to 

. . . . rupees in its equity was envisaged to be levy a cess on industries under the pro- 

The possibilities of exporting coal too made during 1976-77. The company vision of the Industries (Development 
are being explored vigorously. Exports wol j(i start functioning as soon as it is and Regulation) Act, 1951, with a view 
during 1975-76 are said to have been of formed under the administrative control to raising funds for research and develop- 
the order of 3.5 lakh tonnes to Bangla- of the ministry of Railways. It will lake ment. The details of the scheme, he 
desh and 0.8 lakh tonnes to Burma. U p works on contract basis. Besides said, were being worked out and the 
During 1976-77, efforts are envisaged to constructing railway lines, it will set up necessary legislation was proposed to 
to be made to export coal to the extent un its f or the manufacture of rolling be introduced in Parliament soon, 
of about 1.5 million tonnes. stocks and signalling equipment. It will 

also undertake electrification projects. Mr Gujral explained that very little 

Significant development was being provided at present by industry 

.Mr Tripathi also revealed that the for research and development work in 
A very significant development in 90-year-old Railway Act was proposed to addition to the efforts of the government 
regard to exports is said to be the revival be amended soon in the light of the in this direction. That is why a com- 
of interest of some west European coun- changed circumstances. The draft of the pulsive action had been thought of. The 
tries in our non-coking coal. Japan too amending bill was almost ready. minister for Planning promised to look 

is understood to be planning to set up into the issue of the mill-owners in the 

some large thermal power stations based The minister reiterated that the current industries which are already subjected 
on imported high ash coal. The possi- year’s revised deficit of Rs 63 crores in to an R & D cess, passing on the burden 
bilities of having some export order from the railway finances would come down of the cess to consumers rather than 
Japan, on a long-term basis, therefore, further because of the improvement in bearing it themselves out of their profits, 
are not ruled out. One major handicap . 
which the country is facing at present in 
regard to exports of coal is the inadequate 
port handling facilities. The situation, 
however, should improve very significant¬ 
ly with the commissioning of the Haldia 
port by about October next. 

If the domestic demand for coal 
revives significantly or exports pick up, 
it may not be difficult to maintain the 
present tempo of production. But since 
only time will show how far the above 
two expectations materialise, some slow¬ 
ing down of production may have to be 
there. Second thoughts are understood 
to be being bestowed on whether the next 
year's coal production target should be 
fixed at 111 million tonnes, which is 



EASTERN ECONOMIST 


702 


APRIL 2 ,1976 




MINTOFVEW 


Koopmans' contribution to 


Professor Tjalling C. Koopmans of 
Amsrica’s Yale , University and Soviet 
Professor Leonid Kantorovich jointly 
won the Nobel Prize for Economics in 
1975. The Royal Academy of Sciences, 
which selects the prize winners, in its 
citation said that “both man, working 
largely independent of each other, had 
renewed, generalised and developed 
methods for the analysis of the classical 
problem of economics as regards the 
optimum allocation of scarce resources”. 
Regarding the contribution of the former 
it summed up that “Koopmans has shown 
that on the basis of certain criteria of 
efficiency, it is possible directly to make 
important deductions concerning opti¬ 
mum price systems”. 

Tjalling Koopmans has made funda¬ 
mental contribution to modern quanti¬ 
tative economics. The main objective of 
the present article is to give a resume 
of the (1) methodological issues in quanti¬ 
tative economics, and (2) his main contri¬ 
bution to the three mijor areas of quanti¬ 
tative economics, namely, (a) the statisti¬ 
cal identification and estimation of para¬ 
meters in econometric models, (b) acti¬ 
vity analysis, of which what is popularly 
known as linear programming is one 
aspect, and (c) intertemporal utility maxi¬ 
misation and the optimum allocation of 
resources over time. 

quantitative economics 

The main methodological issue involved 
in quantitative economics is regarding 
the superiority between two approaches 
—inductive approach and deductive 
approach. The former has been termed as 
“Keplers’ stage” and the latter as “Newton 
stage” by Koopmans. In contrast to 
Keplers’ approach, Koopmans is of the 
opinion f hat Newtonian approach is the 
right procedure of studying the problems 
of quantitative economics. According to 
this procedure, in order to understand the 
dynamic world, fuller utilisation of con¬ 
cepts and hypotheses of economic theory 
as a part of the processes of observation 
and measurement is the shorter and 
possible way. In defence of this approach 
he argues that without a theoretical 
framework, statistical data cannot be 
used efficiently. In fact, the empirical 
observations should support the econo- 
nM | 
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mic theories and need not hunt for new 
hypotheses and models. 

As against the Newtonian approach 
of Koopmans, Keplers’ approach is 
based on empirical observations. In 
this approach the enquiry should pro¬ 
ceed not on the basis of theoretical frame¬ 
work or deductions but new hypotheses 
and models should be framed on the basis 
of inferences from large scale data, sifting 
and scrutinising of facts in the past and 
at present irrespective of well established 
economic theories. 

critics* argument 

The supporters of this approach critici¬ 
sing Koopmans argue that: 

(a) it is not desirable and necessary to 
seek a basis for economic dynamics 
in the antysis of the economising 
behaviour of the individual agent. 
In other words, individual econo¬ 
mic behaviour may not be in con¬ 
formity with the behaviour of the 

| Jhociety as a whole; 

(b) economic behaviour cannot be 
studied strictly by a narrow mathe¬ 
matical form based on a theoreti¬ 
cal model; 

(c) social usefulness is not a relevant 
criterion in the evaluation of eco¬ 
nomic research and; 

(d) the existing statistical inference 
theories are inadequate and of little 
help in hypothesis-seeking process. 

Professor Koopmans answered this 
criticism point by point to establish the 
supsriority a of his approach: 

(a) Regarding the contradiction in in¬ 
dividual behaviour and aggregative be¬ 
haviour, he argues that individual be¬ 
haviour-characteristics will be logically 
equivalent to the group behaviour- 
characteristics if a theory is framed on the 
basis of the fact that the choices and 
actions of each individual are governed 
by the choices and actions of the group 
or society of which the individual is a con¬ 
stituent part. 

(b Koopmans also answered the 
second criticism regarding the imposi¬ 
tion of a naorrow mathematic form to 


economics 

8.D. Chamola 

explain the economic behaviour. De¬ 
fending the use of mathematical equa¬ 
tions, he argues that on the basis of the 
assumption of rationality of behaviour, 
individual behaviour ana decisions can 
be measured numerically. Similar is the 
case with regard to the behaviour and 
decisions of a group. Since the relation¬ 
ship is between numerical entities, it is 
necessarily mathematical. 

(c) Answering the criticism against his 
approach that it lacks social usefulness. 
Professor Koopmans says that a piece of 
knowledge which at present seems devoid 
of its usefulness to the society and whieh 
at present seems knowledge for the sake 
of knowledge may turn ojut to be of 
greater usefulness and practical value. 
The discovery which seems of no great 
use from a particular point of view and 
particular set of preferences in mind may 
prove of great significance from a diffe¬ 
rent point of view with different set 
of preferences. 

(d) The criticism that his mathematical 
form is of little helo in the process of 
hypothesis-seeking is also unfounded. 
He argues that choices between alter¬ 
native hypotheses can be made with 
greater power of discrimination on the 
basis of explicit mathematical formula- 
ion of these alternatives, in the form of 
probability models describing the gene¬ 
ration of the observations. 

detailed discussion 

So far we discussed the methodological 
issues in quantitative economics and 
his strong defence of his approach. Now 
it remains to be seen as to what is Koop¬ 
mans contribution in the three major 
branches of quantitative economics as 
given above. For the sake of clearer 
exposition of his contribution we shall 
discuss them one by one. 

Two steps are involved in making statisti¬ 
cal inference from Observations to econo¬ 
mic behaviour parameters. These are, 
(I) inference from the observations to the 
parameters of the assumed jcint distri¬ 
bution of the observation, and (2) inference 
from that distribution to the parameters 
of the structural equations describing 
economic behaviour. The latter problem 
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of inference is described by the term 
"identification problem”* 

These structural equations which des¬ 
cribe the economic behaviour may be 
determined on the basis cf theory as 
well as on the basis of systematically 
collected Statistical data for the rele¬ 
vant variables for a given period and 
country. In other words, an economic 
model wil’ be more realistic if it is based 
on inductive and deductive approaches 
or empirical data and theory based on 
assumed economic behaviour* 

the problems 

According to Koopmans it least four 
problems arise while constructing such a 
model: 

(1) Given an assumed hypothesis, there 
may be several attractive hypo¬ 
theses to be tested on this basis. 
Therefore, there is need of an ex¬ 
tension of current economic theory 
with regard to the testing of hypo¬ 
theses, which is concerned mainly 
with choices between two alter¬ 
natives; 

(2) If certain specifications of a model 
can be tested given all other speci¬ 
fications, it is usually possible in 
many different ways to choose 
the set of other specifications which 
is not subject to test; 

(3) Sometimes, on the basis of data, 
from which the structural para¬ 
meters are estimated, a particular 
model is chosen. In that case the 
estimated sampling variances of 
these estimated parameters do 
not have that direct relation to the 
reliability of the estimated para¬ 
meters which they would have if the 
estimation were based on a model 
of which the validity is given with 
certainty; 

44) An economic model is only an 
approximation of the real structure 
of the economy rather than true 
replica of it. It is so because linea¬ 
rity, time lags etc., assumed in such 
a model construction are only 
approximations. The lists of cur¬ 
rent statistical theory are formu¬ 
lated from a number of structures. 
Out of these only one contains the 
true structure. Therefore, what is 
needed is to choose the simple 
possible set which contains a 
structure sufficiently approxima¬ 
tive to economic reality. 

Activity analysis is concerned with the 
construction of conceptual models to 
study and appraise criteria, rules and 
practices for tne allocation of resources. 


Koopmans makes a clear distinction bet¬ 
ween Classical theory of production and 
prices and activity analysis. 

(1) The classical theory assumes a pro*- 
duction function based on optimisation 
brought about by entreprenuer whereas 
activity analysis explores various alter¬ 
native of production; In short it starts 
from a model of technological facilities. 

(2) The second point flows from the 
first that as against the set methods of 
maximisation, activity analysis permits 
considerable flexibility in specifying 
alternative forms of organizations and 
evaluating their effectiveness. 

(3) Activity analysis, as against the 
predetermined objective and method, 
provides u& with methods of computa¬ 
tion indicating what programme will 
best serve a given objective and how to 
translate given valuations of final com¬ 
modities into valuations of indetermi¬ 
nate and primary commodities. 

(4) Models based on activity analysis 
can be made to recognize and trace the 
implications of basic limitations on the 
availability of certain primary factors of 
production. 

further stages 

These models further proceed into two 
directions or stages. (1) The first stage is 
a study of the price implications of effi¬ 
ciency. Given the limitations of primary 
factors, such as land, labour and capital, 
a combination of activities is called effi¬ 
cient if net increase in output in one 
direction is attained without a deci ease in 
another direction. Every efficient combi¬ 
nation of activities is associated with a 
particular level of prices irrespective of 
the forms of market in existence. Thus, 
in another form, it gives a mathematical 
base to the former’s classical notion that 
ideal allocation is possible only under 
particular form of market, i.e. perfect 
competition. 

The second stage is reached when a 
particular objective function is given. If 
the function is linear, then it is the final 
field of linear programming proper. In 
short, according to Koopmans studies 
in activity analysis serve two purposes. 
The first is to nave another look at the 
price system as a means of allocating re¬ 
sources apart from the traditional role 
assigned to price mechanism. Thus, on 
the one hand, the price system could be 
used more ftilly than it is at present and on 
the other hand, we may be taking the 
presumable efficiency of allocation through 
competitive market for granted. It clearly 
establishes the fact that the major role 


assigned to the price system by the tra¬ 
ditional economists as a panacea for idea! 

: jitore 

The second purpose of the studies in 
activity analysis is to develop computa¬ 
tional methods and eqtdpjtniie^t^tbat ;1efcn 
be used to deal with cdnqffioaM alloca- 
tion problems. This will also be of great 
help in those situations where price system 
is not of any help or use in allocation 
problem. Such a situation is confronted 
with when a centralised agency allocates 
the resources not based on price incen¬ 
tives but the requirement of the economy 
as a whole. 

The major contribution of Koopmans 
work is in the field of problems of efficient 
and optimum allocation of resources. The 
point of dispute in welfare economics is 
the choice between the most efficient allo¬ 
cation of resources in production or the 
most desirable distribution of commo¬ 
dities or income. According to the classi¬ 
cal writers both these objectives arc con¬ 
tradictory and cannot be achieved simul¬ 
taneously. 

Dr Koopmans observed that these 
twin objectives can be combined together. 
They hang* together particularly through 
the effect of the reward for human effort 
on the quantity and quality of that effort. 
The famous socialist maximum "from 
each according to his ability, to each ac¬ 
cording to his needs?, seems to assume that 
human effort is available in given quantity. 
However, such an assumption is not neces¬ 
sary to justify the separate sti dy of allo¬ 
cative efficiency in production. 

si grand debate 

Traditionally, a grqrd debate on the 
merits'of'private or corporate enterprise 
and a centrally directed ccorcmy was 
going on and still continues. There are 
writers, on the one hand, like Hayek ard 
Robbins who argued the case in favour of 
private or corporate enterprise. Their 
plea was that the conditions for efficient 
allocation of resources are absert in a 
centrally directed economy. 

A number of writers, including, Dickin¬ 
son, Oscar Lange, Lerneretc., adov&cat- 
ed the case of a socialist ccorcmy which 
has a centralised agency for planning 
the resources of an economy. They in¬ 
corporated in their model of a socialist 
economy, the relevant theoretical con¬ 
sequences of competitive fcor.cmy based 
on free market system. These writers 
further argued that the objectius of a so¬ 
cialist economy can also be achieved 
without' the calculation of a centralised 
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Sgsacy. cauba dope only when the 
brixAte btatlepretmirs observe sortie rules. 
Tills objective can be attained if the 
manager of a. plant produces any output 
or. output Combinations at minimum cost, 
and the manager of a plant or industry 
arranges for production at such a level as 
to equate price and marginal cost. 

; Professor Koopmans, in contrast to 


earlier models, created a different model 
of production. In his model he has not 
presupposed that marginal cost is neces¬ 
sarily known quantitatively to the mana¬ 
ger of the individual production process. 
Actually, much substitution in production, 
between alternative factors or product 
factor combinations, arises through shifts 
in the extent to which alternative discrete 
processes are used, rather than through 


continuous variation in factor combina¬ 
tions within the individual process. 

The purpose of Koopmans model is to 
demonstrate that the possibility of such 
shifts is sufficient by itself to establish the 
concepts of marginal productivity and 
marginal cost, where applicable, and a 
more general concept where they are not 
applicable. 


Financial institutions and backward areas 


One of the unintended effects of plann¬ 
ing in India over, the past twentyfive 
years was the aggravation of regional 
inequalities. The word ‘unintended 9 is 
deliberately used because the plans al¬ 
ways profess balanced regional develop¬ 
ment as one of the goals. How did this 
happen? Until four years ago no special 
financial or tax incentives were given for 
the. location of a unit at a place. The 
central public sector projects, however, 
were set up deliberately with a view to 
their locational impact. But this came 
about as late as in the fourth five-year 
Plan period. Assuming that the incen¬ 
tives offered, subsidy on fixed investment, 
provision of working capital on conces¬ 
sional terms, transpoit subsidy and re¬ 
bate on income and wealth taxes are 
adequate for promoting regional dis¬ 
persion of industries and their impact is 
such as to considerably influence loca¬ 
tional decisions, would they really help 
in the development of backward areas? 

the concept 

Before we proceed, let us ponder over the 
concept of development. By and large it 
has come to mean the net addition to 
output of a region or nation as a conse¬ 
quence of a deliberate plan or a policy 
measure; and individual improvement is 
expected to be revealed by increases in 
the per capita figures. The emphasis in 
all plans is, of course, on industry, in¬ 
vestment in which is supposed to im¬ 
prove the Jot of the common man. The 
financial, promotional and developmental 
institutions and agencies have also help¬ 
ed in perpetrating this faith in industry to 
improve the conditions in backward 
areas. 

This concept of development ignores 
two basic aspects. First, who should be 
the beneficiaries of regional programmes? 
They should be the people of the back¬ 
ward region. This is not to be construed 
as advocating a “sons of the soil" policy 


in regard to employment. What is at 
stake is more than employment. When 
we plan for a nation or a region wt should 
think of the demographic traits of the 
region or area. While we plan we should 
think of the individual rather than the 
machine (a symbolic expression for in¬ 
dustry). The residents of a backward area 
arc unskilled and illiterate. Such persons 
do not have any chance of gettirg involved 
directly with the plans or programmes or 
to be more specific in the industrial units 
that are to be set up. At the most they 
would have a chance of working as labou¬ 
rers in th* construction phase and as 
menials after the production stage. This 
is amply borne out by the history of the 
public sector plants located in backward 
areas. 

limited employment 

The location of aeroengines factory 
at Koraput and Heavy Engineering Fac¬ 
tory at Ranchi were decided with a view 
to provide a means for gainful employ¬ 
ment to the tlibal and other local people. 
As it turns out they constitute an insigni¬ 
ficant proportion of total employment 
provided in ihe plants and limited to 
unskilled and menial tasks. 

On the other hand, you create social 
tensions by attracting people from other 
regions to a backward area to parti¬ 
cipate in the productive activity being 
organised. What we have in mind then 
by regional development is purely of 
statistical significance. No doubt, the 
increased production on account of the 
promotion and development of the indus¬ 
trial units shows that the regional income 
has gone up and so has the per capita in¬ 
come. What we are basically ignoring in 
the process is the fact that our technique 
or instrument of development such as 
industry is basically unsuitable for alter¬ 
ing the miserable life of the residents 
of the backward areas. What they need 
first are simple tools to work with nature 
and help in the organisation and coordi¬ 
nation of the activities and things-to-do. 


Dr. H.R. Machiraju 

Our experience with planning, national 
as well as regional, has demonstrated that 
the structure of investment that is embo¬ 
died in them benefits only those who have 
the skills to take advantage of the oppor¬ 
tunities economic growth opens up. 

the untouchables 

The poor and the illiterate in the back¬ 
ward areas and in the rural areas in gene¬ 
ral, who do not have the skills have remai¬ 
ned 'untouchables 9 under the investment 
pattern we have envisaged in our Plans. 
The growth models of the west which 
emphasize capital and optimum use of 
capital as well as the models of the east 
which emphasize the mobilization of sur¬ 
plus and transfer of peasants from rural 
agriculture to urban factory sector are 
irrelevant for us. First, the time that 
would be taken to accumulate is too far 
away; second, even if there is surplus 
to mobilise it is not just adequate to 
get a self-sustaining process going; third 
there are just too many of us to be trans¬ 
ferred from the rural to urban industrial 
sector; and finally most of us are ill- 
equipped skill-wise to work in the urban 
industrial sector. The piesent methods of 
planning are likely to land us in the type 
of development disaster about which 
Hirschman has warned* the developing 
countries. 

Economic dualism in our country neces¬ 
sitates a dualistic approach to planning. 
The solution to the development of the 
backward a’cas is not industry. The 
present approach ignores the resource 
endowment and demands large amounts of 
capital. A dualistic approach to planning, 
on the other hand, is efficient because 
labour is brought into the fold of some 
rudimentary activity, expands produc¬ 
tion and makes life meaningful. 

The approach advocated here involves 

*Hirschman, Albert O: *The Changing Tolerance | 
Income Inequality in the Course of Economic 
Development', Quarterly Journal of Economics, J 
November 1973. \ 
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i people directly. Our plans, programmes, 
projects, things-to-do whatever one may 
want to call them should be aimed at 
making the population in backward areas 
‘participators’ in the development pro¬ 
cess. We must aim at bringing the vast 
number of people who are at the moment 
outside the economic framework into it 
and into the exchangt sector. That would 
make them productive and in stages con¬ 
vert them from being dependents with no 
marginal productivity to producers and 
savers. 

The approach advocated here ensures 
that development benefits those who need 
it the most. It actually avoids the distri¬ 
butional aspect of economic growth 
which has proved intractable in the past. 
It is at the investment end before income 
is generated that wc think of equity and 
not after the income is generated. The 
western economic process of industrialisa¬ 
tion and redistributive taxation is in¬ 
appropriate in our context. Redistribu¬ 
tive taxation cannot help our poor or the 
people in the backward areas. This is on 
account of the fact that ability to avail of 
investment opportunities is not equal in 
a dualistic economy. There is a hiatus 
between provision of opportunity, let us 
say by investing in industries and ability 
to avail of it. In a backward area, the 
poor do not have the skills to avail of the 
opportunities economic growth, in the 
form of a factory or mill, opens up. The 
beneficiaries again arc the urban elite 
who migrate to the backward area with 
their urban style of living to work in the 
factory located there. 

the under-privileged 

Essentially development whether of a 
country or a backward region consists of 
bringing into the fold of economic acti¬ 
vity the vast number of tinder and un¬ 
employed persons: Most of them arc 
actually outside the framework of na¬ 
tional economic activity and the exchange 
sector. The mass of human beings have 
to be turned into productive agents and 
enabled over a period of time say a life¬ 
cycle, to produce a surplus which will be 
saved and invested. Development has to 
be viewed in its human aspect and has to 
be judged in terms of how many addi¬ 
tional human beings have been turned 
into productive agents or producers. The 
poverty problem in India is mainly one 
of human development. The dignified 
manner of Jetting each develop at his own 
speed and rate is to give each the skills, 
the training and the simple tools to work 
with nature. The task of the state or 
financial institutions is to provide in 
general adequate organizational, credit 
and marketing facilities, and promote 


projects which are mainly agro-based and 
demand little skill. 

This approach to planning and maxi¬ 
mum utilisation of labour force would 
actually take planning to rural and back¬ 
ward regions with natural resources where 
wc have the mass of labour force which 
is under and unemployed. Textile print* 
ing# garment making, light engineering, 
agriculture and related activities in rural 
areas offer the greatest potential. Invest¬ 
ment in simple domestically produced tools 
to be used in such industries and small 
farms with greater participation by labour 
would, apart from contributing to output, 
stem the tide of migration to urban 
areas. Actually such non-migration would 
be a saving in cost. Leaving out other so¬ 
cial overheads, the movement of a large 
mass of people to and from work in urban 
area is involving us in frittering away the 
energy resources which have to be 
economised. 


aim of planning 

The aim of planning whether for the 
nation or a backward area or region is 
to pool together simple schemes from 
the village level which would turn the 
under and unemployed persons into pro¬ 
ducers. This helps to build up productive 
capacity especially by rendering human 
beings economically productive. 

These schemes relate also to the deve¬ 
lopment of manpower in case the resi¬ 
dents of backward areas are not ade¬ 
quate to participate even in simple sche¬ 
mes. Again human developmen r has to be 
envisaged in terms of imparting certain 
basic skills of a direct nature rather than 
a formal education with emphasis on 
literacy. Population may also have to be 
moved from certain backward regions 
which do not have even ground water to 
other less populous areas. While the re¬ 
sulting gains from this kind of plan are 
not comparable with the usual growth 
models where the preoccupation is with 
rate of economic growth, it ensures that 
development benefits those who need it 
most. 

The programmes that evolve out of our 
growth models involve only those persons 
who have specialised and sophisticat¬ 
ed skill. These are the people who 
are in urban areas and rural areas 
wtll-endowed with irrigation facilities 
and belong to middle and upper income 
groups. In a sense ‘growth' has benefited 
the exchange sector. They can prepare 
and equip themselves and their progeny 
to avail of the opportunities that econo¬ 


mic growth throws op**. Thepeoplp in 
rural and backward areas and less well So 
do have been* left out because they were 
never part of thd productive network and 
the exchange sector and did not possess 
the skills to avail of the benefits economic 
growth offers. At the most they had 
opportunity to work as manual labourers 
on project sites or migrate to urban areas 
to swell the ranks of unskilled manual 
workers to work on construction and at 
domestic menial jobs. This explains why 
the ‘poor’ have become ‘poorer* and the 
‘rich’, richer, both individually and re¬ 
gionally. 

relieving misery 

One may well ask whether wc could 
have a plan based on such programmes. 
Not only can we contemplate a plan based 
on the concept of development presented 
here but it is essential to adopt it if we 
have to relieve the misery of the poor es¬ 
pecially those in backward areas and put 
our economy on the path of self-sustain¬ 
ing growth. Let us detail what kind of 
programme we can have. 

Any village endowed with at least ground 
water can have a programme. If the vil¬ 
lage is more fortunate to have been en¬ 
dowed with mineral or natural resources, 
it is still better. Among the agro-based 
industries we can think of bee-keeping, 
afforestation, horticulture, lumbering, 
collection of wild fruit such as tamarind, 
planting orchards, poultry, catching fish 
from canals, ponds, rivers and sea etc. 
In organising these activities adoption of 
the ‘Kibbutz’ or a commune or a common 
kitchen and preparing food to a large 
extent from locally produced materials 
may be considered. The idea in all these 
activities is to augment production with¬ 
in an agricultural season. Programmes 
which have a longer gestation (of more 
than an agricultural season or say a year) 
however can only be complementary to 
production for ‘eats-now’ or within the 
agricultural season. The idea is not to 
generate additional demand on our meagre 
supply of foodgrains. Other light indus¬ 
tries in which the people in backward 
areas can participate are textile printing, 
garment making and light engineering 
industries. Care, however, should be 
taken that the new projects do not stifle 
whatever market-oriented activity that 
was bci ng carried on earlier. 

A plan at the national level apart from 
being an aggregation of schemes to bring 
labour into the productive network and 
for provision of investment in industries 
whose output is necessary for execution 
of such schemes should also have broadly 
a resource development programme which 
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is purely a complement to the develop¬ 
ment of human resources. The basic re¬ 
sources of land, including mineral re¬ 
sources, ecology, and environment and 
Water should be developed to meet the 
need for land (including minerals), water 
and energy. Further investment with com 
plimentarity effect which sets up the pres¬ 
sures and inducement mechanisms that 
will elicit and mobilize the largest amount 
of latent or conditionally available re¬ 
sources should be undertaken, (a la 
Hirschman). 

We come now to the last part of the 
problem. What is the role of develop¬ 
ment banks or financial institutions in 
the development of backward areas? 
Traditionally their role is envisaged as 
catalysts for promoting a viable process 
of industrialisation. In the case of back¬ 
ward areas this has meant provision of 
finance on concessional terms. Inour own 
country the emphasis on industrial prog¬ 
rammes may be due to the fact that we 
have specialised institutions for agri¬ 
culture and industry. The financial insti¬ 
tutions, however, made surveys of back- 
bard areas and formulated development 
programmes in terms of industrialisation. 


The emphasis on industry would not 
really benefit the people in the backward 
areas. It is demonstrated above that no 
direct involvement of people in backward 
areas can be envisaged oecauseme 'natives' 
of the area do not have the skills to avail 
of the opportunities the setting up of a 
factory or a mill opens up. The migra¬ 
tion into the area of skilled people from 
outside can only create social tensions. 
No doubt the financial institution can 
count on a project successfully imple¬ 
mented and functioning. But has it 
achieved the purpose? What is needed 
actually is ‘equitable’ economic growth. 
This can be achieved only if we design 
our investment not merely for the geo¬ 
graphical development but of people 
resident in a backward area. 

The approach advocated here would 
then involve designing such projects which 
would add to output by bringing those 
into it who are outside the market-orient¬ 
ed activity. We have elaborated above 
the kind of projects that would be signi¬ 
ficant from this point of view. But this 
involves a radical departure from the 
present emphasis on industry by the 
financial institutions. The financial insti¬ 


tutions which already use a consortium 
approach in regard to financing big indus¬ 
trial projects could join hands with other 
agencies such as agricultural financing 
institutions, cooperative institutions and 
state governments and evolve schemes or 
projects with the objective of benefiting 
people in the backward areas. This is 
more or less a collaborative approach 
and uses several techniques to improve 
the lot of people in backward areas. 

Backwardness then has to be fought on 
several fronts, not merely on the indus¬ 
trial one. The financial institutions even 
if they cannot emulate the World Bank 
in view of the existence of other specialis¬ 
ed institutions have to adopt its approach. 
The World Bank in rendering assistance 
does not restrict itself to industrial pro¬ 
jects. Our financial institutions should 
promote and finance any project which 
renders any under-and unemployed 
person productive. An integrated ap¬ 
proach would involve a development per¬ 
spective and the collaboration of several 
institutions to plan for a backward area. 
The implementation of projects would 
then result in making life more meaning¬ 
ful for people living there. 


THE INDIAN SMELTING & REFINING CO. LTD. 

Regd. Office t Bhandup, BOMBAY 400 078 


NON-FERROUS UNIT : 

Lai Bahadur Shaatri Marg 
Bhandup, BOMBAY 400 078 
Cable > ‘LUCKY’ Bhandup 
Phone: 584381 



FERROUS UNIT: 

Pokhran Road 
Thana, Maharashtra 
Cable: ‘MALLEABLE 1 Thana 
Phone : 593851 


Telex : IS ARC 011-2384 


1. NON-FERROUS UNIT: 

(I) Non-Ferrous Alloys & Castings 

(ii) Copper/Brass/Bronze/Nickel Silver Sheets, Strips & Coils 

2. FERROUS UNIT: 

Malleable Iron, Spheroidal Graphite Iron and Special Steel Castings. 

Supplied as per ISS, BSS, ASTM Specifications and Party’s specific requirements. 




BASraHN ECONOMIST 


707 



WINDOW ON THE WORLD 

Where are the Euromarkets? 

Jostloyn Hennessy, London 


EFFECT ON EUROPEAN BANKING 

In the march 19 issue we outlined the 
Euromaikets and the technicalities of the ; r 
working. This week we turn to the way 
in which they have affected European 
banking and monetary policies. 

If you asked the way to the Euromarkets 
you would receive the perplexing answer 
that they have no physical existence as 
for example, have stock exchanges and 
commodity markets. In part, this is 
because the genesis of the Euromarkets 
came after the gtcat technological ad- 
v&nces in communications, which have 
rendered physical market places unneces¬ 
sary. Telephone, telex and television 
links between commercial banks through¬ 
out the world are the arteries of the euro¬ 
markets, which explains why there is no 
formal Euromarket “capital” although the 
number of financial centres where Euro¬ 
market dealing takes place is comparatively 
small: in western Europe it includes 
Brussels, Paris, Frankfurt, Milan, Amster¬ 
dam, Stockholm, Zurich, Basle, Geneva, 
Vienna and London. Elsewhere the only 
centres of significance are Toronto and 
Tokyo. While none can claim an offi¬ 
cial crown, the acknowledged first among 
equals is London, which accounts for 
50 per cent of gross Euromarket business. 
London owes its pre-eminence to its sop¬ 
histicated money and foreign cxclange 
markets. When eurodollars first emer¬ 
ged, they gravitated naturally to the 
centre best equipped to handle the new 
business speedily and accurately. 

bast market 

Today London remains the best market 
suited to buying and selling large quanti¬ 
ties of eurocurrencies simultaneously, 
because London has a highly developed 
inter-bank market: a purely financial 
phenomenon, in which banks transact 
between themselves to balance their books 
or to achieve their desired structure of 
maturity. This contrasts with the com¬ 
mercial business of providing loans to 
borrowers or receiving deposits from 
holders of surplus funds, transactions 
which may be with industrial firms or 
governments rather than other banks. 
Most European centres have traditionally 


concentrated on this commercial business, 
although they are now gradually deve¬ 
loping inter-bank markets. 

What effect have eurocurrency markets 
had on national economic and monetary 
policies in Europe? Can the Euromarkets 
be the forerunners of closer European 
monetary cooperation? 

There tend to be differing views on the 
second question, but it is possible *o find 
a common starting point. Within Europe 
there now exists a large quantity of short 
term money which moves between count¬ 
ries in response to changes in interest 
rates. In a world of fixed exchange rates 
and no exchange controls, arbitrage is 
inevitable: money flows to countries 
with comparatively high interest rates and 
this leads to an expansion in their money 
supply and a consequent fall in interest 
rates. By contrast, eurodollar interest 
rates are primarily determined by mone¬ 
tary conditions in the USA, which them¬ 
selves powerfully influence the structure 
and level of interest rates in Europe. 

convergent pressures 

There are thus underlying convergent 
pressures working on interest rates in the 
west, although the picture has been 
blurred by the advent of floating ex¬ 
change rates. Stable monetary growth, 
which is resistant to fluctuations in capital 
inflows and outflows, now requires a cen¬ 
tral bank to adjust both exchange and 
interest rates to achieve a desired equili¬ 
brium. Any depositor of suiplus funds 
will accept a lower rate of interest in a 
country with an improving parity rather 
than one in which he fears the exchange 
rate may fall. 

Interest and exchange rates are there¬ 
fore two sides of the same coin, a fact 
perceived more clearly today than it was 
when exchange rates were fixed. Before 
1970 the Bretton Woods regime survived 
more or less intact; its chief characteristic 
was the long delays between the emergence 
of a current account surplus/deficit 
and its correction by a revaluation/deva¬ 
luation . But the existence of large quanti¬ 
ties of liquid, mobile funds eventually 
meant that delays led to intolerable capital 
outflows or inflows. The crisis of May, 


1971, which led to the floating revaluation 
of the deutschmark was the last time that 
central banks tried to use traditional 
Bretton Woods tools. When their efforts 
collapsed, a new regime was born of 
which the eurocurrencies were the mid¬ 
wife. 

independent policies 

While Euromatkets have contributed 
greatly to the internationalisation of 
monetary policies, governments still re¬ 
tain a strong, soma would say a primitive, 
urge to pursue independent policies. 
Although fixed panties have been swept 
away, floating is still comparatively 
“dirty”, involving a degree of central bank 
intervention in foreign exchange mar¬ 
kets. The part played by exchange con¬ 
trols in fostering the growth of the Euro¬ 
markets has already been outlined. In 
detail, controls seeking to prevent capital 
inflows, have, during recent years been: 

I. Interest payments on deposits belong¬ 
ing to non-residents have either been 
banned or, by charging a commission, 
actually made negative. In the past five 
years this policy has on various occasions 
been adopted by the Netherlands, Belgium, 
West Germany and Switzerland. 

II. Foreign deposits have had a much 
higher reserve requirement attached to 
them; whereas banks need only hold 
some 10 to 20 per cent of domestic depo¬ 
sit on reserve and can then on-lcnd the 
rest, the reserve ratio on foreign deposits 
has been as high as 100 per cent, which 
effectively removes the banking incentive 
to attract deposits from abroad. 

III. Quantitative limits on the net foreign 
currency liabilities of banks have been 
imposed in Switzerland, Holland and 
Belgium. 

IV. Restrictions on companies wishing 
to borrow money abroad are increasingly 
common. This may involve obtaining 
permission from the authorities who 
rarely grant it. Another example is the 
West German Bafdepot technique. In the 
UK a minimum time limit of five years 
before money borrowed abroad can be 
repaid is the rule. Whatever the method, 
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the intention is always to prevent short 
term speculative minoy being imported 
under the guise of company-tor rowing”, 

II 

TWO-TIER EXCHANGE RATE 

Apart from different methods of ex¬ 
change controls, several European count¬ 
ries nave sought to establish two-tiered 
exchange rates to deal with eurocurrency 
flows because they feel thot sharp fluctua¬ 
tions <n exchange rates disrupt foreign 
trade and that it is therefore desirable to 
separate current and capital account 
transactions with the rest of the world. 

At various times, Italy, France, Belgium, 
the Netherlands and the UK have operated 
two-tier rates. The financial rate is left 
to be determined by market forces and is 
thus highly sensitive to capital flows. The 
commercial rate however, is to some 
degree managed by central banks so as to 
give exporters and importers some stabi¬ 
lity on which to base th ; prices th-1 they 
charge. While this, in theory, may be 
sound strategy, in practice it is often diffi¬ 
cult to distinguish between commercial 
and financial transactions. 

If governments try to maintain a 
commercial uite which is at too large a 
premium or discount over the exchange 
rate, then arbitraging between the two 
will be difficult to prevent. France, which 
had the most comprehsneive two-tiered 
system, could not prevent the franc being 
revalued against the dollar in 1973, or 
being forced out of the European currency 
snake in 1974. 

panoply of controls 

Although they have not been wholly 
successful, the panoply of exchange con¬ 
trols erected in the last four years by cen¬ 
tral banks, aided by floating ra*es, have 
swung the pendulum back in favour of 
national monetary policies and away from 
the internationalising influence of the 
Euromarkets. It is conceivable that the 
European central banks could by now 
have resumed their studied indifference 
to the Euromarkets, confident that they 
had once more established their inde- 
ndence, but the experience of 1973-74 
s prevented any return to the previous 
status quo. 

A succession of foreign exchange 
losses by banks, culminating in the 
collapse in June, 1975, of the important 
West German Herstatt Bank, forced 
the issue of Euromarket control into the 
centre of the political and economic 
arenas. In contrast to national banking 
regulations, the spotlight was suddenly 
focussed on the absence of any effective 


supervision or lender of last resort facili¬ 
ties in the Euromarkets. The first official 
response was at the September, 1974, 
meeting of European central bank gover¬ 
nors in Basle. A new standing committee 
to improve the policing of Euromarkets 
and international banking activities has 
now been set up. Agreement also seems 
to have been reached informally that 
central banks will act as the last resort 
lenders when banks incur foreign ex¬ 
change losses. 

It is thus possible to discern the begin¬ 
nings of a system of international banking 
control similar to that which used to 
exist for years in individual European 
countries. Logically, the next step would 
be to establish uniform reserve require¬ 
ments on eurocurrency deposits—a 
formal recognition that the euromar¬ 
kets require a genuinely internatio¬ 
nal control policy. Were this to 
happen it would be a major step 
towards harmonising European mone¬ 
tary policies. Such a development is 
unlikely. 

uniform system 

Even if a uniform system of con¬ 
trols could be agreed by the European 
central banks, it is doubtful whether 
other countries would conform. Singa¬ 
pore, the Bahamas, Hong Kong and possi¬ 
bly the Middle East are all keen to become 
major financial centres. Given the chance, 
they would probably draw the Euro¬ 
market’s business away from Europe. 
Yet the international banks would still 
be able to tap the markets for funds, and 
European countries would have to fall 
back on existing controls as their only 
defence against destabilising capital out¬ 
flows. 

A n uneasy stalemate thus seems to have 
emerged. National governments in 
Europe have, at least partially, succeeded 
in insulating domestic money markets 
from Euromarkets. They have used ex¬ 
change controls to regulate capital flows. 
Fluctuating rates, even though "dirty”, 
have reduced the certainty of capital gains 
from parity changes which made euro¬ 
currencies so attractive in the late 1960s 
and early 1970s. European central banks 
now closely watch the Euromarket busi¬ 
ness of their own commercial banks, but 
stop short of setting up an international 
system of controls and reserve require- 
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ments because that would drive the Euro¬ 
markets out of Europe. 

By the side of these institutional deve¬ 
lopments there has been a significant 
change in the composition of eurodeposits 
and loans. In the early years, the market 
was dominated by dollars, in part reflect¬ 
ing the US payment deficits. The main 
customers were American banks which 
borrowed eurodollars to satisfy domestic 
reserve requirements. In 1974-75, the 
major depositors were the oil producers, 
whose surplus revenues were - usually 
denominated in dollars. Developing 
countries have emerged as substantial 
borrowers, and loans are linked to specific 
projects far more than they had been pre¬ 
viously. 

These changes, coupled with the 
relaxation of US controls on capital 
outflows, are bound to lead to the greater 
geographical dispersal of eurocurrency 
centres. Banks will find ii -desirable to 
be closer to the sources of funds and essen¬ 
tial to be closer to the main borrowers. 
Project finance means real involvement 
with borrowers and that is impossible at 
arms length. 

The character and location of the Euro¬ 
markets seem, therefore, to be changing 
recognisably in the direction of capital 
market and banking activities. The first 
five years of this decade may, in retros¬ 
pect, be seen as the years when the Euro¬ 
markets faced serious challenges, both 
governmental and commercial and survi¬ 
ved to become respectable. 

Sources and acknowledgements: The 
foregoing completes the summary, 
by special arrangement, of an exclusive 
report in the latest issue of European 
Trends, published quarterly to subscribers 
only by the Economist Intelligence Unit 
(27 St. James Place, London SWla: INT) 
and obtainable in India in rupee payments 
from J.A. Shah,67Marine Drive, Bombay 
20, but the E.l.U. is responsible neither 
for the wording of my summary nor for 
my interspersed comments. The first 
part of this report, entitled What Are 
Eur omarkets ? appeared in Eastern Econo- 
mist dated March 19, 1976. 
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WINDOW ON THE WORLD 

No cheer on the monetary front 

E. B. Brook, Vienna 


Commonweai to prime ministers will 
get no cheer from the report they are 
receiving from a group of economic spe¬ 
cialists who have been investigating the 
payments difficulties of industrially deve¬ 
loping states. According to the experts, 
the total deficit facing these states wilt 
remain at $ 35 billion for at least the next 
two years. Since not more tnan $ 6 
billion will be forthcoming from insti¬ 
tutional sources to meet the imbalance, 
about $29 billion will remain. Since no 
developing states will be in a position to 
meet any significant part of this sum, if 
any at all, there will be a heavy call on 
overseas development aid and other 
sources. 

high cost of oil 

These payments difficulties are due 
mostly to the high cost of oil. It means 
that industrially developing states, those, 
that are not members of OPEC, which 
have, according to the UN Yearbook: of 
Trade Statistics for 1974, only an 11.25 
per cent share in world trade, would have 
to meet a crushingly heavy billif not inter¬ 
nationally supported. Despite these very 
clear and ominous figures, the US 
Treasury has just completed an analysis 
which reassuringly comes to the conclusion 
that the less industrially developed count¬ 
ries “should be able to avoid disruption 
and financial crisis again this year.” The 
finding conflicts, at least by implication, 
with assessments of the prospects of these 
countries made by the World Bank, the 
International Monetary Fund and the 
United Nations. 

All estimates project a slightly smaller 
deficit for this year than in 1975 largely 
because of the recovery from recession in 
much of the fully industrialized world. 
But the remaining deficit of $ 34 or $ 35 
billion raises questions whether the non¬ 
oil developing states will be able some¬ 
how to manage once again to finance 
their deficits on current account, including 
paying debts on schedule. Unlike the Com¬ 
monwealth’s experts, the US Treasury 
comes to the conclusion that “most less- 
developed countries are expected to be 
able to manage the financing of their 
current account deficits in 1976—the financ¬ 
ing problem of the non-oil less-developed 
countries as a gr&up will be smaller than 
in 1975." They regard the foreigti reserve 


position of these countries as “good”, 
predict that the deficit to be financed 
this year will be smaller and that the 
inflow of aid from industrial and oil- 
producing countries, with other means of 
financing deficits, wilt be a little larger. 
In other words, acording to the USA, the 
world’s (east wealthy states can cope. 

Official thinking—may be private 
thinking also- is largely conditioned by 
what lies before the thinker. In election 
years the US Administration finds it 
convenint to discover circumstances which 
entitle it to curtail spending on helping 
less fortunate lands, maintain an aggres¬ 
sive atitude in foreign trade and to take 
restrictive steps against importers to boost 
profits and wage-earning at home. These 
reasons probably lie behind the Ford 
Administration plans to seek Congres¬ 
sional approval for a programme of only 
$ 7.8 billion for an overall foreign aid 
programme for the next fiscal year—a 
billion dollars less than that voted in the 
current 1976 fiscal year. Half the drop in 
aid requests relates to economic assis¬ 
tance—$500 million below the 1976 level. 
Most of this aid—47 per cent—will go the 
Middle East, leaving about $ 5.2 billion 
or the non-oil industrially developing 
countries. 

Overall deficits 

These estimates of overall deficit and 
means to meet them for the industrially 
developing stales have come as the Trade 
and Development Board, the second most 
authoritative UNCTAD committee, is 
meeting in Geneva in preparation for the 
fourth world trade conference to be held 
by UNCTAD itself in Nairobi from May 
3 to May 28. Apart from some agree* 
ments on raw material supplies and a 
non-rcciprocal customs preference system 
there will be very little improvement to 
show in the international trading situa¬ 
tion of the less industrialized states since 
UNCTAD met last time. The most pro¬ 
mising initiative has been the beginning 
of what promises to be a long north- 
south dialogue in Patis which has taken 
over a large part of the trading negotia¬ 
tions. But detailed regulation of the 
complex system of international trading 
appears to be unsuited to the much broader 
discussions in Paris and will remain the 
humdrum but essentially important ftinc- 
tion of UNCTAD- 


Behind their discussions lurks the ever¬ 
present difficulty about payments, a 
difficulty which is now spreading to trade 
agreements beteen some developing 
countries and east Europe’s socialist 
states. Zaire, with its almost sole export 
of copper, is having serious trouble in 
meeting repayments to the Soviet Union 
and similar difficulties occur with North 
Korea over a substantial credit for grain 
supplies extended by Moscow. Apart 
from state debts western banks have, 
since the collapse of the Herstatt-Bank in 
Bonn begun to fight shy of making financ¬ 
ing agreements unless they are very sure 
of the credit solidity of their borrowers. 
East Europe's own growing trade deficit 
of about $ 35 billion (S 5 billion more than 
in 1974) and its current negotiation 
through the Comecon Investment Bank 
of another S 600 million credit makes the 
socialist states unwilling credit-givers 
and sharp collectors of dues whenever 
possible. 

compUx problems 

The speedy aid to Italy when, recently, 
near bankruptcy drove it temporarily from 
the foreign exchange markets contrasts 
with the much more calculating systemsof 
helping developing states in the comp¬ 
lexities which the increased oil price has 
foisted on them. In place of careful cal¬ 
culations designed to show that the deve¬ 
lopers can somehow scrape along with¬ 
out “disruption” and current somewhat 
cheeseparing US recommendations to 
Congress on the delicate subject of aid, 
Italy has twice in the last three years re- 
received speedy and substantial loans. 
The Common Market and Federal Ger¬ 
many extended loans of almost S 4 billion 
in 1974 to cover part of Italy’s increased 
foreign-currency costs of imported oil. 
This year, to meet a second economic 
crisis, Atlantic Alliance bankers have 
loaned Italy another $ 2 billion or more— 
with the usual conditions that Italy will 
strictly deflate its economy. 

On receiving loans Italy carries out a 
deflationary policy so successfully that it 
boosts unemployment and brings a com¬ 
munist share in government significantly 
nearer reality. A further Market loan of 
about one billion dollars is similarly de¬ 
signed to keep the communist bogey at bay 
as ate US promises iof aid providing there 
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i»*'no communist participation in govern- 
njenti" Tie more cynical in industrially* 
developing states may perhaps regret 
they have no such communist bogey to 
induce the industrial states to help correct 
a serious monetary imbalance caused 
suddenly for the most part by an outside 
industrial revolt—the revolt of the Arab 
oil producers against the low prices. 

The financial instability of the great 
industrial states themselves has been 
startlingly illustrated by the sharp fall in 
the exchange value of the pound. Heavy 
selling by the Nigerian government and 
of other oil money deposited in London 
dragged the pound lately below its new 
and lower assumed value of two dollars. 


The pound dragged the weak Italian lira, 
the much stronger French franc and the 
Belgian and Danish currencies down with 
it to the profit of the German marie and 
the Swiss franc. 

These sudden and severe exchange move* 
ments began to threaten the entire pattern 
of west Europe’s financial stability in 
the form of the “Euro snake” which 
limits the extent of exchange movements 
of its members’ currencies. The weak* 
ness of the British position is not only 
the continuing weakness of its in¬ 
dustrial economy but the fact that so 
many depositors on the London market 
are either speculators or clients liable to 
want their money back urgently on call. 


The weakness of the West German posi¬ 
tion. which should allow the mark to 
revalue, is that such an expensive move, 
making German exports less competitive, 
would be suicidal in an election year. 
The devaluation of the French franc is a 
severe test for the'‘spirit of Ramboxullet”. 
Rambouillet can operate only if price 
levels remain related and stable—but ir 
France prices have increased by more than 
30 per cent in two years, twice as fast as in 
West Germany and about as fast again as ir 
Britain which prefers to let the pounc 
fall rather than put domestic prices up 
The developing states have one problem 
the industrialists compete on the basis o: 
their many problems. 


Trends in UK manufacturing industry 


There has been much discussion in 
recent months of the phenomenon of 
relative decline in UK. manufacturing 
industry. This article presents a broad 
survey of the main dimensions of this 
issue, using graphs to illustrate a selec¬ 
tion of the principal trends. 

A review of this sort cannot offer a full 
diagnosis of this very complex problem. 
But there are few who would regard the 
trends depicted below with equanimity. 
It is the government’s policy to take steps 
to check and reverse this relative decline. 
This is a dominant theme in the new 
industrial strategy, and it will continue to 
be a major consideration in the govern¬ 
ment’s overall economic strategy. 

upward trend 

Chart I siiows the continuing upward 
trend in manufacturing output by volume, 
though this is modified, as would be ex- 
ected, by cyclical fluctuations. It has, 
owever, grown at a pace slower than in 
many of the other major industrial count¬ 
ries with whom we have to compete, and 
has been associated with a gradual decline 
in manufacturing industry’s share of total 
output. Such falls have also occurred in 
other countries, for example in France, 
West Germany and the United States, but 
they have been less pronounced; in some 
major countries, e.g. Japan and more 
clearly, Italy, the proportion taken by 
manufacturing has actually increased. 
(This does not mean that such countries 
necessarily now show a manufacturing 
share greater than that of the UK in 
absolute terms). 

Over the years 1964-74 there has been 
a steady drift downwards in employment 


in the manufacturing sector, amounting 
to over half million over the whole ten 



years. The process has been slow on the 
whole; over this period manufacturing’s 
share fell from 37 per cent to 35 per cent. 
Over the same period there was a very 
slight fall in total number of employees in 
employment. Chart 2 shows that shift out 
of manufacturing has in fact been accom¬ 
panied by a rise in numbers of employees 
in service industries have benefited. Em¬ 
ployment in distribution and transport and 
communications has lost ground. But there 
have been increases in insurance and bank¬ 
ing and other financial services and in 
professional and scientific services (mainly 
in the national health service and in local 
authority educational services.) In govern¬ 
ment services the rise has taken place 
mainly in local government. Meanwhile 
in other countries manufacturing employ¬ 
ment has been increasing. 

Several instances have been cited pub¬ 
licly of significant absolute productivity 
differences between factories in Britain 


and similar factories abrofid’but Britain 
recent record (say over the last four < 
five years) of growth in productivity hi 
been broadly in line witb that of son 
other major industrial countries, thoug 
far outstripped by one or two others (si 
Chart 3). Where Britain compar 
less well is in keeping up the impetus < 
growth in output as a whole. For exan 
pie, in 1968-73 output in West Germai 
rose 33 per cent and productivity (outp 
per man hour) 28 per cent compared i 
15 per cent and 23 per cent in the U1 
In other words in the UK output hi 
grown more slowly than productivity- 
hence the fall in employment—wherei 
in other countries it has kept pace wii 
productivity growth so that employmei 
in industry has been maintained. 

EMPLOYMENT IN MANUFACTURING 
AND NON-MANUFACTURING 
VOO 
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The annual volume of gross UK mam 
facturing investment increased "by ov 
30 per cent between 1964 and 1974. Hoi 
ever, the level fluctuates sharply in a 
cordance with the course of the busine 
cycle, and this figure therefore conces 
several moire or less violent changes 


BAgnkN ECONOMIST 


711 




, direction within the period. This to shown 
in Chart 4a which also indicates the sharp 
decline following the 1974 peak. The 
1974 recovery failed to regain the peak 
levels of 1970. If capital consumption 
is allowed for, the volume of net manu¬ 



facturing investment, also depicted in the 
graph, shows even sharper fluctuations. 


Chart 4b illustrates the comparable 
situation in a number of other leading 
countries. Most have grown somewhat 
faster than the UK. In terms of the pro¬ 
portion of GDP spent on manufacturing 
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investment the UK’s rblatively poor' 
record shows up rather more dearly 
(see Chart 4c). 

Chart 5a illustrates the relationships 
between the capital stock in manufactur¬ 
ing and the labour force. In recent years 
the steady rise of the capital stock taken 
in combination with the reducing labour, 
force has led to a higher capital-labour 
ratio. As Chart 5b shows, einployinent 
per unit of output has fallen, and capital 
per unit of output has been rising. Very 
recently, in 1975, the severe recession has 
distorted all these relationships. 

Britain is more dependent on its export 
trade than many other developed coun¬ 
tries. It has, however, been less Success¬ 
ful in holding on to its position in world 
trade. Over many years the share of manu¬ 
factured goods in Britain’s exports has 
remained at the high level of 80 per cent.. 
But Britain has not succeeded in keeping 
or extending its share of world export 



markets for manufactured goods. This 
share has steadily diminished, as shown 
in Chart 6a. 

Meanwhile imports of manufactured 
goods have made increasing inroads into 
the domestic market as shown in Chart 
6b. Traditionally Britain, has been an 
importer mainly of raw 'materials and 
foodstuffs, and an exporter of manu¬ 
factures, but now over half of the UK 
imports consist of manufactured goods. 

The profitability of the industrial sector 
(industrial and commercial companies) 
has been in long-term decline. Chart 7a 
gives the rate of return on capital employed 
by industrial and commercial companies 
(wider than manufacturing) at current 
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rates the movement of gross trading pro¬ 
fits (net of stock appreciation) of industrial 
and commercial companies as a propor¬ 
tion of (net) total domestic income. It 
can be seen that in 1974 the proportion 
was rather less than a halt of that 
ten years earlier. Income from employ¬ 
ment has risen correspondingly, although 



the change in its share over the decade is 
far less. 


Courtesy : British Information Service. 
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INDIA and in fact the world in general 
is experiencing population explosion. 
In India population is increasing at 
an annual growth rate of about 
2.5 per cent and with a big base, 
it means an annual addition of about 13 
million people to the already large popu¬ 
lation. By the year 2,000 the population 
of India, if it is allowed to grow at the 
present rate, will cross one billion-mark. 
It is anything but frightening to think that 
India has to find continually more re¬ 
sources to feed, clothe, house and educate 
about 13 million additional people every 
year. This task is so enormous that it 
may be difficult even for a developed 
country to successfully accomplish it. 

difficult problem 

How much more difficult must it be for 
a poor country like India? How do we 
tackle this problem? The first task is to 
make every one in India aware of this 
threatening problem which overshadows 
every other problem we can conceive. 
It can be said straight away that B. 
Kuppuswamy has eminently succeeded in 
his book Population and Society in India 
in presenting before us in a concise way 
the vast dimensions of the problem of 
population and its disastrous implications 
for the future., If creating keen aware¬ 
ness of a problem is an essential step be¬ 


fore evolving and successfully implemen¬ 
ting the policy, this book has succeeded 
in this task eminently. 

What is particularly significant is that 
the author has analysed the Indian popu¬ 
lation problem against world background. 
This puts India's population problem as 
also the population problems of the third 
world in their proper perspective. 

Malthus’ theory 

Not long ago it was intellectually 
fashionable to scoff at the pessimistic 
population theory of Thomas Malthus. 
When now we understand that the world 
population which was about 30D crores 
in 1960 has increased to more than 380 
crores in 1975, wc come to appreciate the 
catastrophic nature of the problem. 7 his 
implies that even to maintain the current 
inadequate levels, the poor and hungry 
nations of the third world where nearly 
two-thirds of the world's population lives, 
will have to increase their food production 
by 26 per cent within a single generation. 
More food will not mean less hunger in 
these countries as more people have to 
be fed. 

Naturally the consequence of the high 
rate at which population is increasing is 
the almost unspeakable poverty from 


which majority are suffering in most 
developing countries. The author has 
suggested many indices of poverty for a 
country like India. According to the 
author, a man in India may be said to be 
poor, if he is not in a position to earn 
enough to provide 2,700 calories of nutri¬ 
tious diet to each member of his family 
per day with just half his income, if the 
individual is not able to purchase 25 metres 
of cloth for each member of his family 
per year, if he is not able to provide at 
least 50 square feet of floor space for each 
member of the family, if he is not able to 
save and invest at least 15 per cent of his 
regular income per month or per annum, 
and if he i9 unable to provide the children 
in his family at least seven years of pri¬ 
mary education. 

satisfactory indices 

These indices of poverty appear to be 
more satisfactory than the narrow criteria 
applied by V. M. Dandekar and Rath 
or by B. S. Minhas while measuring 
poverty in India. If the above criteria 
are applied, it would appear that Ihe 
number of India's poor is larger than 40 
or 50 per cent calculated by the above 
authors. This helps us to understand 
the enormity of the problem of ensuring 
even the minimum standard of living to 
all the people in India. 

The problem of poverty and the enor¬ 
mity of the measures required to fight the 
problem may be illustrated by just refer¬ 
ring to the problem of housing in India. 

Next to food and clothing, housing is 
the most important requirement. But in 
India the position in respect or housing is 
appalling. According to the findings of 
the National Sample Surveys, it was found 
that 62 to 78 per cent of the families in 
Kanpur and Bombay live in one-room 
tenements; in other cities 30 to 50 per 
cent live in one-room tenements*! All 
the surveys emphasise overcrowding in 
cities and the fact that housing construc¬ 
tion is not keeping pace with the increase 
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in population. In Bombay 25 per cent 
of the families are overcrowded with six 
to nine persons per room and four per 
cent of families are overcrowded with 
10 to 17 persons per single room. It 
is also found that 21 per cent of the 
families in Hubli, 31 per cent in Poona 
and about 50 per cent in Jamshedpur are 
living in extremely overcrowded condi¬ 
tions. 

According to city surveys, over two- 
thirds of the households do not have 
an independent water tap; more than 
one-third of the households do not have 
independent latrines; and more than 
two-thirds of the households in cities do 
not have electricity. In 1957, the minis¬ 
try of Housing estimated that 450,000 
houses per year will have to be construc¬ 
ted to meet the increase in urban popula¬ 
tion but only 300,000 are estimated to be 
added per year, thus leaving an annual 
deficit Gf 150,000 houses per year. The 
Sen committee on Slum Clearance (1958) 
estimated that 1.15 million slum-houses 
were totally unfit for human habitation ! 
In rural areas also the shortage of housing 
was estimated to be in the neighboui hood 
of 56.5 million houses. On a modest 
estimated cost of Rs 3000 per house in 
rural areas, investment to the extent of 
Rs 21,500 crcres will be required to wipe 
off the backlog of housing in rural areas 
alone! The author has made a good 
suggestion that rural housing should be 
made a part of rural development p r o- 
gramme so that it will stimulate local em¬ 
ployment and provide plenty of scope for 
the use of local materials, skills and ini¬ 
tiative. 

the solution 

Wfut is the solution to this baffling 
problem of population? Having exa¬ 
mined the population policy and family 
planning programmes of the government 
during the course of the five-year Plans, 
the author has come out with a fairly 
drastic solution to the problem. 

The most important step is making 
people aware of the problems created by 
increasing population and of the dangers 
lying ahead in case the population con¬ 
tinues to grow at the present rate. The 
author wants that the old norms of big 
family appropriate for nomadic and agri¬ 
cultural civilisations of the past should be 
replaced by new norms of a family with 
two children. People must be taught 
and persuaded to accept the new norm 
which alone is appropriate for the pre¬ 
sent-day civilisation. Finally the author 
has proposed compulsory sterilisation 
after the birth of two children in the family. 

It appears that this complex problem 
requires a drastic measure, if India’s 


ftiture is not to be mortgaged!. The 
author has insisted that common civil 
cod 2 should be made applicable to all 
religions and sterilisation should be 
made compulsory for all communities. 
No family of any community has any 
right to claim bigger portion in the 
national product depriving others of their 
due shate. Recent objections raised by the 
Catholic priests and some members of the 
Muslim League on religious grounds to the 
proposal of compulsory sterlisation made 
by the chief minister of Maharashtia are 
therefore untenable and must be set aside. 
Drastic diseases call for drastic remedies 
and no community, majority or minority, 
can hold the economic progress of the 
country to ransom on any ground, reli¬ 
gious or political. 

This is an excellent book communicat¬ 
ing to the common reader all that he 
needs to know about India's population 
problem making him thoroughly aware 
of the problem which the country is 
facing. 

LAND REFORMS 

Land Reform , Welfare and Economic 
Growth is based on the author’s Ph. D* 
thesis which was completed at Leeds 
University during the years 1971-73. 

The author has started his analysis by 
defining economic growth, which, as is 
well-known, involves capital widening and 
capital deepening. This in financial terms 
means increasing the rate of saving and 
investment. In order to initiate this pro¬ 
cess, there is need for a surplus of food- 
grains (wage goods) so that non-agri- 
cultural workers making capital goods and 
other inputs have the means to sustain 
themselves. As these tools and inputs 
come to be increasingly used in the agri¬ 
cultural sector, more and more surpluses 
of agricultural produce become available 
to more and more workers in non- 
agricultural sectors of the economy. 

This increase in the marketable surplus 
depends not only on the increasing use of 
agricultural inputs but also on the exis¬ 
tence of an organisational structure which 
collects the surplus and hands it over to 
other sectors. Also the existing organisa¬ 
tional structure of agricultural production 
needs to be changed fox greater social 
profitability from the use of new inputs. 
This explains the need for land reforms. 

According to the author the term 
‘land reform’ is much abused. In UN 
and semi-official documents the term 
is being used as a substitute for any agri¬ 
cultural change. To the author land 


reform moans deliberate eiiange Intro¬ 
duced into the* system of land tenure and 
the farming structure’. If peasants must 
be provided incentive to produce mors 
this incentive largely depends upon 
‘ownership and secure possession of land*. 
But the ownership of land by itself is not 
enough and requires to be supplemented 
by improving economic circumstances 
(i.e. availability of various agricultural 
inputs) within which farm operators 
function as otherwise farming may lemain 
condemned to low productivity. That 
is why the state has to intervene either 
directly or indirectly to bring about suit¬ 
able alterations in the land tenure and 
farming techniques. Since land reforms 
must have welfare implications, it be¬ 
comes necessary to appropriately redistri¬ 
bute the ownership of land and take 
special care of small peasants and the 
landless. 

According to the author, there are two 
approaches to land reform. Either redis¬ 
tribute land among cultivators with whom 
it remains as private property and resort 
to taxation and such other measures to 
equitably redistribute the produce; or 
alternately convert all lands into coope¬ 
ratives or collectives in which case the 
distribution of income is practically di¬ 
rectly controlled. The choice between 
these two polar models or some combina¬ 
tion of them depends upon the particular 
socio-political and economic circums¬ 
tances that prevail in a country. In India 
land reform proposals, according to the 
author, have been attempting to strike a 
balance between these to polar models. 

farm productivity 

Attempts must be made to increase 
productivity of agriculture. Though be¬ 
cause of abundance of man-power, ini¬ 
tially the process of mechanisation has 
to proceed cautiously, ultimately, since 
progress means increase in productivity 
pzr head, there appears to be no alter¬ 
native to mechanisation of agriculture 
in India. 

The net result of land reforms under¬ 
taken in India so far has been the aboli¬ 
tion of intermediaries, coming into vogue 
of self-cultivation of land by owners and 
a trend towards farming for profit. Accor¬ 
ding to the author, any new land reform 
programme from now onwards—for land 
reform is a continual process and not 
once-for-all measure—must start from 
this initial position, the contemplat¬ 
ed changes keeping in mind the twin consi¬ 
derations of welfare and growth. 

While distributing land, welfare consi¬ 
derations pose a number of problems. 
Though land distribution in India is skewed 
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there is not much surplus laud for being 
distributed among the vast landless agri¬ 
cultural labourers. According to the 
author, about five million landless labour¬ 
ers can be rehabilitated as peasants at the 
desired minimum level of income by this 
process of redistribution of surplus land. 
This still leaves about 11 million landless 
labourers untouched. And if land redis¬ 
tribution is undertaken, it will be diffi¬ 
cult to resist the claims of the other poor 
and it any become expedient to allo¬ 
cate tiny bits of land thus aggravating the 
problem of small holdings. This leads 
the author to the conclusion that “the 
welfare possibilities for the poor of the 
agricultural sector depend upon making 
agriculture more productive, rather than 
redistribution of land. In this way more 
employment opportunities become avail¬ 
able at a reasonable wage rate. The basic 
solution then is to introduce changes in 
the farming structure which are neces¬ 
sary for making agriculture more pro¬ 
ductive.” 

absentee landlordism 

This requires doing away with forms of 
tenure which inhibit investment in land, 
such as absentee ownership of land. Also 
in a developing situation, tenancy arrange¬ 
ments can be a convenient means of the 
gradual detachment of smsll holders 
from the land, shifting them to other 
vocations, whilst allowing their holdings 
to become part of other larger holdings 
by the type of changes which are now tak¬ 
ing place in the green revolution areas. 
According to the author, this process is 
in the interest of all concerned and also 
of society at large. According to him, 
a farm-size of 75 to 100 acres would be 
the most efficient unit on the basis of 
technology now in use in the green 
revolution area. 

On the basis of this theoretical analysis 
the author has proceeded to devise schemes 
for the reorganisation of the agrarian 
structure in different regions of India in 
the context of the general economic back¬ 
ground in the country. The author his 
divided states into three groups. The 
first group of states consists of areas 
where the green revolution has already 
made good progress and where there is 
scops for further extension. For this 
group of states, the author has recom¬ 
mended a comprehensive scheme of con¬ 
solidation of holdings with area develop¬ 
ment projects. After that the situation 
can be left to take care of itself under 
private enterprise,' albeit regulated by the 
state. 

In the second group of states the man- 
land ratio is high, about a third of the 


rural households is rural labour house¬ 
holds and a further growth of agricul¬ 
ture depends upon the controlled supply 
of water from monsoon rains. Here the 
author has recommended "a combined 
programme of area development schemes 
—creating irrigation and drainage chan¬ 
nels—and of cooperative farming so¬ 
cieties.” 

The third group of states represents 
the most unfortunate one which 
suffers from non-availability of 
water. In such cases the author has re¬ 
commended starting of some experi¬ 
mental farms to collect information on 
dry farming practices and launching 
schemes for underground water pros¬ 
pecting. For the time being any signi¬ 
ficant improvement in the economic con¬ 
ditions of the poorer sections of the agri¬ 
cultural sector in those regions depends 
upon the creation of employment oppor¬ 
tunities outside the agricultural sector. 

The author opines that in a vast country 
like India, there is no single solution for 
all situations. Indeed there is scope for, 
and there is compulsion for accepting 
several solutions depending upon regional 
needs. 

In these days when concern for the 
landless and the poor is overflowing and 
much thoughtless faith is being placed 
in ^distribution of land to relieve their 
misery, it is good that B.S. Sidhu has 
clearly showed the limitations of land 
redistribution policy. Wrong policies 
whether adopted for reasons of political 
expediency or may be even out of 
true concern for the pool, will 
result in consequences harmful to the 
interests of the community at large in¬ 
cluding the poor themselves. The author 
has succeeded in forcefully bringing this 
lesson to the notice of policy-makers. 

ISSUE MARKET 

New Issue Market of India by B. Bhatia 
is mainly concerned with the evolution of 
of this market during the last 
twenty years. The author aims at identi¬ 
fying those problems which appear to be 
most directly linked with the functioning 
of the new issue market and to see what 
improvements arc feasible in the interest 
of the development of the new issue 
market. Since India has accepted a mixed 
system of economy with immense scope 
for private sector industries and since a 
new class is emerging showing interest in 
risk capital, it would be instructive to 
know what the author has to say on this 
vital subject. 

It is obvious that the main function of 


the new issue market is to transform the ! 
savings or invcstiblc funds into actual 
investment. This process of transforma¬ 
tion can be achieved by the establish¬ 
ment of different types of financial 
intermediaries and secondly by pro¬ 
viding the choice of a wide variety of 
assets suited to the means, preferences . 
and habits of the general investors. The j 
author is of the opinion that for various 
reasons the new issue market has not been 
able to attract the savings of the house¬ 
hold sector foi investment in the corporate 
sector. This is clear from the fact that the 
savings of the household sector in the , 
form of corporate and cooperative shares I 
and securities as per cent of financial 
assets had declined from 19.4 per cent in 
1956-57 to 4.5 per cent in 1964-65 and 
to 3.8 per cent in 1972-73 and the pro- j 
portion of the household sector’s savings t 
held in the form of corporate shares to [ 
national income remained less than one 
per cent. 

institutional finance 

It is observed that to meet the growing j 
demand of finance for industries, the 1 
government has set up various financial 
institutions which directly and indirectly 
help industries to obtain finance through £ 
the mechanism of the new issue market. | 
The author believes that establishment of I 
such institutions would be a nccesary 
supplement to the existing institutional! 
structure and the growing volume of ? 
new issues will provide plenty of work f 
for merchant banks. At present financial | 
advice to companies in making new issues 
is provided on an ad hoc basis by stock¬ 
brokers and solicitors and the time taken 
to organise a new issue is between twelve 
to eighteen months which is likely to be 
reduced if done by the merchant bank. 
Merchant bank can also render a wider 
range of sophisticated financial services 
covering portfolio management, cor¬ 
porate advice and financing facilities to 
new enterprises promoted by technicians. 
Merchant banking can also contribute to 
the allocational function of new issue 
market by careful security analysis, and 
by seeing that the issue is well publicised 
and is placed as much as possible in the? 
hands of the ultimate investors. J 

Though some banks such as the SBIi 
have started merchant banking acti-if 
vities, the author is of the opinion that* 
there is need to set up such an organisa¬ 
tion at the all-India level to cater for the 
requirements of small and medium¬ 
sized entrepreneurs. The Banking Com-. 
mission has also strongly recommended^ 
the establishment of a merchant banking 
type of organisation in the country. 

The author has rightly observed tha 
investors are showing less keenness ir 
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equities, particularly of new companies, 
because of tlis relative attractiveness of 
alternative forms of investment avail¬ 
able to investors. To escape the company 
taxation, both investors and companies 
have by-passed the mechanism of new 
issue through the device of savings being 
held with the companies in the form of 
fixed deposits. This enables the compa¬ 
nies to obtain their resources at lower 
cost than if they collected the needed re- 
souces through fresh issue of equities. 
From the point of view of investors, fixed 
deposits protect them against capital loss 
in share values. The preference of savers 
for fixed deposits with companies is evi¬ 
denced from the rise in these deposits 
from Rs 135.5 crores at the end of March 
1967 to Rs 644.9 crorcs at the end of 
March 1971. This implies that “the new 
issue market has not provided the ade¬ 
quate choice in the variety of assets to 
suit the preference and habits of the gene¬ 
ral investors/’ This also msans that there 
is scope to widen the choice of the range 
of securities in order to attract the savings 
of the household to the corporate sector. 

household savings 

Greater part of household savings is 
mobilised by provident fund and life 
insurance. Almost all such funds are 
directed towards investments in govern¬ 
ment and semi-government securities be¬ 
cause of the statutory requirements. This 
is unfair to contributors as the yield on 
such securities is comparatively low and 
also because of the rising prices. It is 
not possible to revise returns on govern¬ 
ment securities as that would call for a 
major revision of the government’s inte¬ 
rest rate policy. The author therefore has 
suggested that part of provident and insu¬ 
rance funds should be invested either 
directly or through the Unit Trust India 
in shares and debentures of good com¬ 
panies where the return is higher than 
on government securities. This is essen¬ 
tial for an economy such as that of India 
where thi supply of capital is centralised in 
the hands of the public sector financial 
institutions. 

The author is also of the view that share- 
issue would become a more attractive 
investment if through tax concessions new 
equity financing is placed on the same 
basis as debt financing. A scheme pro¬ 
viding tax credit to investors in new issues 
was in operation in 1969. The scheme, 
according to the author, needs to the 
revived with the object of attracting 
investors to new issues from which they 
may not hope to get any return for initial 
two to five years. Also to encourage 
equity investment, the author has suggest¬ 
ed that the companies may be entitled at 


least for a limited period, to deduct di¬ 
vidends paid on new equity capital in 
computing taxable income in the same 
way as they would be entitled to deduct 
interest on loans. 

Further, restrictions on the declara¬ 
tion of dividends above 12 per cent has 
created doubts in the minds of the invest¬ 
ing public about the risk taken and whether 
the reward offered is worth it all espe¬ 
cially when fixed deposits for 61 months 
and above carry 10 per cent interest. The 
restriction on dividend needs to be re¬ 
moved forthwith. 

package programme 

In addition, the government should, 
according to the author, come out with 
a package programme of various incen¬ 
tives in the form of abolishing or reducing 
controls, categorial statement of policy 
issues at least for the next five years and 
with monetary and fiscal measures to 
curb inflation as that would attract in¬ 
vestors to equity capital. 

New capital issue of the order of about 
Rs 100 crores are made annually. But 
this, according to the author, is a low 
figure taking into account the nature of 
India’s developing economy. The situa¬ 
tion has developed, especially after 1962 
when decline in investment m equities 
started. The whole question of savings, 
investment and interest rate structure 
needs to be carefully re-examined in the 
light of development needs. 

Once a country has accepted a mixed 
system of economy and assigned a crucial 
role to the private sector, it becomes in¬ 
cumbent on the government to see that 
it is in a position to raise the needed capi¬ 
tal in various ways. The talk once in¬ 
dulged in by some economists that all 
finance should be institutionalised and 
that private sources of funds for the cor¬ 
porate sector should be choked of is not 
in consonance with the principle and spirit 
of a mixed economy. There are different 
types of investors with different prefe¬ 
rences and they respond differently by 
saving more or less to different degrees of 
risks. It follows that government must 
therefore encourage the development of 
new issue market. B. Bhatia, has made 
eminently useful and extremely practi¬ 
cable suggestions to realise that objec¬ 
tive. 

RURAL *ANKS 

It is admitted on all hands that a strong 
base of institutional finance of which com¬ 
mercial banking forms a major part is a 
must for the success of the plan prog¬ 


ramme or for that matter for the econo¬ 
mic development of any country with or 
without plan. * That the banks should 
finance legitimate credit needs of the 
people in rural as well as urban areas, 
more especially the disadvantaged seg¬ 
ments of the society such as small farmers, 
self-employed persons, small industrialists 
and transport workers has now come to 
be accepted as a priority objective. The 
achievement of this task is possible only 
through a banking presence. But then 
it has to be “in a form which can be used 
at a place where and at a time when it is 
needed and is availed of by those who 
need it most.” Th ? s means proper branch 
expansion and location planning are 
crucial to the fulfilment of the develop- 
msntal objectives of the bank ing system. 

Any programme of branch expansion 
within a specified plan period is naturally 
constrained by the organisational, man¬ 
power and profit considerations for the 
system as a whole during the plan period. 
Keeping these constraints in view, the 
programme consists essentially of two 
components: (a) determination of total 
number of branches of different types 
(namely, rural, semi-urban, urban and 
metropolitan) to be opened in a state or 
district, and (b) to determine the exact 
location of such branches so that the 
developmental objectives are adequately 
served. 

the criterion 

In the case of determination of the total 
number of branches, the criterion adopted 
for the allocation of branches is the 
reduction of the existing disparities in 
banking presence as far as is practica¬ 
ble. A framework of Banking Develop- 
ment for a State —Case Study of Bihar is 
mainly concerned with rural branches and 
the question of appropriate methodology 
for locating them. 

The authors have evolved a methodo¬ 
logy and have applied it to the state of 
Bihar. The booklet thus discusses the 
approach to evolve a branch expansion- 
cum-location model for a state and pre¬ 
sents the results of the application of the 
model to the state of Bihar. A perspec¬ 
tive of five years (1974-79) lias been cho¬ 
sen for the state banking plan to synchro¬ 
nize with the period of the fifth Plan. 
This is also a sufficiently long period for 
the government agencies and banks to 
plan advance action for removing any 
difficulties which are likely to emerge. 
Naturally while devising the plan, the 
authors have placed major emphasis on 
rural locations. 

According to the authors a usable 
locational framework in the context of 
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developing economics should satisfy the 
following criteria; (a) The new centres 
should be so located as to be easily acces¬ 
sible to potential clients in the command 
area, (b) Command area should be so fixed 
that not more than a day would be needed 
for communication by clients, (c) The 
centres should have at leas* minimum facili¬ 
ties—roads or rail connectivity, police 
protection, postal and telegraph facili¬ 
ties, schools, medical care, etc.—for the 
staff to function efficiently, (d) Command 
area should have sufficient potential for 
banking business to ensure the viability 
of the branch within a specified period 
say five years. 

locational framework 

Thus according to the authors to have 
scientific locational plan, there should be 
an adequately developed locational frame¬ 
work without which the plan is likely to 
run into difficulties. A comprehensive 
forward-looking plan exercise (which 
would also require solution to second or¬ 
der problems such as deposit estimation, 
estimates of credit needs of the area, etc.) 
becomes necessary to plan and integrate 
the short-term measures in order to realise 
the goals over a longer time horizon. 

The authors by classifying and analy¬ 
sing infornation about agricultural and 
industrial production, cropping pattern, 
extent of electrification, rail-road connec¬ 
tions, location of populous villages, bus 
routes, postal, telegraphic and telephone 
facilities, police stations, schools, colleges, 
hospitals, maternity centres, petrol pumps, 
etc., etc. for different blocks in the state 
of Bihar have transferred that information 
cn the map of Bihar for a meaningful 
search for new banking centres. The 
authors have also plotted on the map of 
Bihar the bank branches existing on 
December 31, 1973 and in order to identify 
gaps in the banking presence, command 
areas of the existing bank branches have 
also been shown on the map. 

Having demarcated command areas of 
the existing branches, the authors could 
easily identify gaps in the network of bank 
branches. On this basis a provisional 
list was made indicating the availability 
or otherwise of minimum infrastructure 
facilities. As the number of potential 
centres exceeded the number of branches 
nationally allocated to the state of Bihar 
and to different districts, the authors have 
fixed priorities on such bases as unbanked 
blocks, unbanked market centres and so 
on. Profitablity consideration had also 
to be considered on the basis of deposit 
estimates which depend upon complex 
socio-economic factors such as size and 


distribution of income, major sources ol 
income, expenditure pattern, banking 
habits c f the peoj. le in the area and so on. 

On the basis of this theoretical frame¬ 
work, the authors have prepared a number 
of tables and three excellent bank- 
locational maps. 


The post-nationalisation experience 
stows that the bank location-decisions are 
being made on an ad-hoc basis sometimes 
guided by considerations other than those 
consistent with the wider national goals 
laid down in India's five-year Plans. It is 
therefore necessary to have a scientific 
frame of reference for bank locational 
analysis consistent with the wider national 
goals. Scientifically predetermined Icca- 
tions make i♦ easy to take the preparatory 
action such as looking for and hiring 
premises, furnishing them, recruitment 
and training of staff, familiarising the 
staff with the locality etc., before a branch 
is opened. There is no doubt that the 
methodology proposed in this booklet 
provides an appropriate framework to 
evolve an action-plan for branch expan¬ 
sion programme in any state, though the 
authors have mainly concentrated their 
attention on the state of Bihar. It would 
be worthwhile if the research-wings of the 
14 nationalised commercial banks proceed 
along lines indicated in this booklet and 
in *he light of the experience gained evolve 
more sophisticated methodology for loca¬ 
ting banking centres in any state or dis¬ 
trict. 


MODERN FARMING 

With all our efforts through four-five 
year Plans, the objective of self-sufficiency 
in foodgrains continues to elude us. A 
bad monsoon completely upsets the apple¬ 
cart of the precarious balance which 
means that the threat of famine or huge 
expenditure on costly imports of food- 
grains always looms large on the horizon. 
Shrinath Singh in his book Modernisation 
of Agriculture gives reasons for tliis state 
of affairs. According to him‘'areas which 
are already well endowed with the infra¬ 
structure for successful farming tend to 
be the recipients of governmental bene¬ 
volence." Other areas which have great 
potential for agricultural development 
have been neglected on the plea that the 
community is conservative and unrespon¬ 
sive to change. Shrinath Singh's con¬ 
tention is that it is important to help 
such communities to improve their 
methods of farming, and that they are 
second to none in good husbandry and in 
adopting profitable technology given the 
right opportunity." 


The author has ti ied in this book (which 
is based on his dissertation submiPed to 
Sardar Patel University for his Ph.D.) to 
demonstrate how farmers described as 
conservative in an area considered back¬ 
ward grasped the opportunity to develop 
their farm structure once a profitable tech¬ 
nology was made available to them. 
Many such areas exist in India. Instead 
of being written off as backward and 
conservative, they could help augment the 
national granary, given the opportunity 
and incentive. 

eastern UP 

The author has tried to prove his hypo* 
thesis by studying the situation in eastern 
UP which is proverbial for its poverty 
and backwardness. The main causes of 
this state of affairs are the size and high 
density of population, the virtual absence 
of industrial development and necessary 
infrastructure for agricultural growth. It 
so happened that all the agricultural deve¬ 
lopment during the British rule was 
concentrated in western UP. The develop¬ 
ment of eastern UP was neglected even 
after independence as is evident from low 
per capita income in that area during the 
successive Plan periods. 

However, recent changes in eastern 
UP reveal that the farmers of that area 
are in no way inferior to their progressive 
counterparts in western UP in spite of 
their many handicaps. Wherever consoli¬ 
dation of holdings was complete and elec¬ 
tric power for agricultural purposes was 
made available, farmers have gore ahead 
with the adoption of new technology. 
This has naturally changed completely 
the face of the area. The attributes of 
traditional agriculture, namely product¬ 
ion mainly for family consumption, small 
marketable surplus, significant contribu¬ 
tion of land to production compared to 
that oflaboui and equilibrium at low level 
stability have given place to increase in 
production, smaller contribution of land 
to production, bigger marketable surplu¬ 
ses ard continual dynamic disequilibrium 
which are the hallmarks of agricultural 
progress. 

The author has analysed this problem 
by selecting from eastern UP two areas 
of four villages each, one modern and the 
other traditional. The tv o sets of villages 
selected for study arc similar in several 
respects. They arc similar in respect of 
size of holdings, caste-structure, owner¬ 
ship of land. contact with cities and scw>n. 

The variations start with the fact that 
electricity for agricultural purposes^ is 
available only in some villages. 
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difference set in motion the whole chain 
of reactions which caused these villages 
to take the first step towaids moderni¬ 
sation. 

A new technology based on high 
yielding varieties of cereal seed was availa¬ 
ble during that period. Once electricity 
was available, those farmers who had in¬ 
come from outside sources (i.e. from the 
members of the family serving in near-by 
towns or in cities) used it to create their 
own irrigational sources. The outside 
income played a crucial role in the pro¬ 
cess of development. On the other hand, 
villages without electricity remained in 
almost the same traditional state. 

Capital intensive 

A comparison of input-use in these two 
sets of villages reveals that farming has be¬ 
come capital-intensive in the modernised 
villages. Assured irrigation and cultivation 
of high yielding varieties and new crops 
have resulted in boosting thi overall 
production in the modernised villages. 
Compared to yields in ths traditional 
villages, those in modernised villages have 
increased from 27.9 per cent to 98.5 per 
cent. Naturally in modernised villages’ 
marketable surpluses have gone up. The 
averag; value of nurketed surplus per 
farm in modernised villages is nearly Rs 
4,460 as against only Rs 370 in traditional 
villages. The author has arrived at the 
conclusion that caste plays no role in 
modernisation. 

The author has thus reiterated the con¬ 
clusion that "given access to a new pro¬ 
fitable technology, agricultural develop¬ 
ment could be accelerated even in the 
‘so-called’ backward areas of the country. 
Social factors like caste cannot hold back 
this process once a suitable technology is 
available." 

The study has produced an extremely 
hopeful finding that modernisation and pro¬ 
gress are possible even in areas traditionally 
known for their backwardness and also 
among castes which are traditionally 
known for then conservatism and tradi¬ 
tionalism. The study also indicates the 
necessity of change in the strategy of 
agricultural development. It is a useful 
study which provides basis for formulat¬ 
ing realistic plans for the development of 
backward areas and tradition-bouno com¬ 
munities. 

SOCIALIST ECONOMY 

Editing a book in a sense is one of the 
easier ways of becoming an author and 
some people seem to have specialised in 
it. But it must be understood that dis¬ 
cerning editorship especially when the 
subject chosen is as large and complex 

eastern economist 


as Nehru*s thoughts and bis contribution 
to Indian economy and socialism, is as 
difficult as direct and original authorship. 

The title Growth of Indian Economy in 
Socialism chosen by the editor is 
thoroughly inept and positively ungainly. 

Possibly the most worthwhile part i f 
the book is the foreward by B.P. Adarkar 
who in his usual forthright manner has 
made certain concrete suggestions to 
modify the goal of ‘socialistic pattern of 
society’. He has suggested that there 
should be strengthening of those public 
sector enterpiises which have given good 
results, that public sector should confine 
itself to the strategic areas of industry 
<. nly, that there she uld be denationalisa¬ 
tion of those public sector undertakings 
which have proved to be a losing con¬ 
cern, that we must cut through the 
labyrinth of controls and licensing pro¬ 
cedures which have been sti angling the 
economy in the p/ivatc sector, that the 
entire tax system should be simplified with 
a view to lighten the burden all round and 
for preventing or minimising tax evasion 
and corruption and consequent emergence 
of black money, that the government 
should concentrate on the development 
of infrastructure and that the govern¬ 
ment’s policy-makers should no more 
think of‘ceiling’ but instead should think 
rather of‘floors* and instead of vindictively 
trying to impoverish the prosperous, active 
and progressive elements of society, 
should try to enrich the poorer and back¬ 
ward elements more directly and positively. 

wide ranging 

The articles in this book are supposed 
to cover many of Nehru’s economic 
thoughts and his influence as well as major 
aspects of policy influencing India’s eco¬ 
nomic growth. They cover a wide range 
of topics ranging from agriculture and 
industry to monetary and credit policies 
and pollution of the environment. 

V.K.R.V. Rao in his article has made 
a distinction between two alternative con¬ 
cepts of mixed economy -one in which 
the role of the public sector is to provide 
external economies to the fast-growing 
private sector and the other in which the 
state has the control of strategic points of 
the econcmy which are used as the com¬ 
manding heights for determining the main 
direction of development of the economy. 
Dr. Rao has maintained that "economic 
sanctions against the private sector 
would be politically acceptable in India 
and economically justifiable, only if the 
performance of the public sector shows 
qualitative improvement both in teims of 
economic efficiency and social welfare.” 
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V.M. Dandekar's wide-ianging analysis 
which touches 6n it any important issues 
of public policy concludes on a specific 
note that democratic socialism can suc¬ 
ceed only if profits of political office are 
abolished by continuously keeping the 
public informed of the affairs of the ‘politi¬ 
cians and disqualifying persons having 
wealth and income above a prescribed 
level from standing for any election. 

Essential supplies 

L. K. Jha has dealt with the problem 
of inflation. After pointing out the 
dangers and the futility of trying to fight 
inflation through fiscal and monetary 
policies alone, Jha deals with the question 
of stepping up supplies particularly of 
essential goods. The question according 
to him is not one of giving priority to 
agriculture over industry or to consumer 
goods over heavy industiy but to ensure 
that what is regarded as the minimum 
needs of current consumption is taken care 
of first. 

M. V. Madane in his critical analysis 
of ‘Cooperative Growth in Indian Eco¬ 
nomy’ has cited Nehru as being clearly 
opposed to government control over co¬ 
operatives The All-India Rural Credit 
Survey which advocated and introduced 
state partnership in and governmental 
control over cooperatives to protect the 
alliance of the weak against the strong 
was however in no position to ensure 
that cooperatives would in fact be the true 
friend of the poor. 

Uma Lele surveying ‘The Role of Credit 
and Marketing Functions in Agricultural 
Development* has stressed that there is 
overwhelming evidence that institutional 
credit has gone largely to the relatively 
rich farmers resulting in increasing income 
and wealth disparities. R. Bandyo- 
padhyay has also referred to an undesir- 
ble bias of institutional finance agencies in 
favour of big farmers and developed 
regions. 

The editoi has collected all sorts of 
articles and has made a hotchpotch of 
them all in this book. There are articles 
written and published by well-known per¬ 
sons like Robert McNamara, Ursula Hicks 
and others which find their place here 
alongside many other articles by very 
junior authors who would not find place 
even in college miscellany. The editor’s 
claim that the economic ideology ofPandit- 
ji has been examined in the context of 
India’s planning and development and. 
that this series ‘‘provides an analysis of 
Nehru’s thoughts and ideas” is only partly 
true. Ashok V. Bhuleshkar will have to 
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completely revise kis ideas regarding edit¬ 
ing of bodies, ifha wants Ms labour not to 
go waste. This book provides an exam¬ 
ple of bow undeniably stupendous labour 
can produce a book which is almost ex¬ 
asperating with hardly any new ideas in 
it. It is the same old wine in a new bottle 
with the price which is almost prohibitive. 
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TRADE 

WINDS 


Increased Industrial 
Production 

Speaking at a meeting of the 
Forum of Financial Writers, 
Mr C. Subramaniam stated that 
the foreign investment would be 
confined mainly to areas where 
substantial exports were possi¬ 
ble. Foreign know-how would 
be brought if only it permitted 
development of indigenous 
technology, which improved 
upon foreign know-how. Mr 
Subramaniam indicated that the 
government would utilise only 
the future compulsory deposit 
accruing from July onwards 
augmenting the Plan resources. 
The deposit money impoun¬ 
ded in the past would not be 
used by the government. Mr 
Subramaniam expected the in¬ 
dustrial production to register 
a growth rate of 8 to 10 per 
cent in 1976-77 as against the 
5 to 6 per cent increase in the 
current year. Necessary mone¬ 
tary backing would have to be 
given for production purposes. 
He indicated that although food 
and fertiliser purchase opera¬ 
tions by the Food Corporation 
of India would increase be¬ 
sides other requirements neces¬ 
sitating larger bank funds, “I 
do not think our monetary ex¬ 
pansion will be uncontrolled”. 

The foodgrains buffer-stock 
operation could not be consi¬ 
dered inflationary as the buffer- 
stock was a “Safeguard” aga¬ 
inst inflation. Mr Subramaniam 
added that Rs 600 crores of the 
increase creidit expansion so 
far in the current year was ac¬ 
counted for by the food pro¬ 
curement operations. “Our 
pdlicy is to buy whatever food- 
grains and other critical com¬ 
modities are available at sup¬ 
port prices”. Holding of food 
stocks was more of a valuable 
resource than even gold because 


it could be employed to bring 
down market prices. The Fin¬ 
ance minister felt that instead 
of continuous fall in prices, 
there must be some stability of 
the price level. But some 
manufactured products, like 
cotton textiles, did not reflect 
the fall in raw material prices. 

European Currencies 

At the Rarabouillet meet in 
November last, the heads of 
European states had agreed to 
intervene in currency market in 
ordsr to prevent disrruptive 
movements in exchange rates. 
Recently, however, these cur¬ 
rencies have been posing consi¬ 
derable problem and some of 
them have experienced wide 
fluctuations. Speculative buy¬ 
ings of the West German mark 
brought pressure on the Euro 
pean joint floating arrange¬ 
ments—the snake. The wea¬ 
kest snake members—the Bel¬ 
gian franc and the Danish 
krone—remained under con¬ 
siderable pressure so that at 
some stage some kind of 
realignment will become neces 
sary. Even the Norwegion cur¬ 
rency has been affected. The 
Italian lira also has suffered. 
The pound sterling has rea¬ 
ched a new low, and has suf¬ 
fered depreciation in terms of 
dollar. 

Although Britain is making 
desparate attempts to control 
inflation within tbe country, 
the impact of the decline 
in exchange rate is bound 
to make that task difficult. 
France had decided to pull out 
of the joint arrangement and 
the franc slipped against the 
German mark. It has dropped 
some five per cent against the 
mark since it left the snake. The 
Swiss franc, however, ha9 
shared the strength of tbe mark 


in Europe. In this wbolecpi- 
sode the US dollar was indirec¬ 
tly affected and slipped slightly. 

The pressure on currencies 
subsided after an assurance by 
the joint member countries 
of tab snake that they would 
continue to defend their cur¬ 
rent exchange rates. The 
Italian lira has regained some*; 
strength following certain in¬ 
ternal measures in the form of a 
package which include an in¬ 
crease in the prices of petrol 
and an increase in the value ad¬ 
ded tax (VAT) on motor cars. 
The'discount rate was increased 
from 8 to 12 per cent so that 
the commercial banks* term 
rate also goes up. A series of 
measures nave also been taken 
in Belgium. The bank of 
Norway also intervened to 
support the Norwegian krone 
as it moved towards the floor 
of the europsan currency snake. 
The bank’s currency depart¬ 
ment stated that they could 
carry on for another month, if 
necessary, at the same suppoit 
level. The Dutch Finance mini¬ 
ster in The Hague also rejected 
a revaluation of the currency. 

U.P. Budget 

A number of measures to 
reduce the deficit from Rs 70.67 
crores to Rs 16.15 crores were 
announced by the Uttar Pra- 
dssh chief minister Mr N.D. 
Tiwari, who also holds the 
Finance portfolio, while pre¬ 
senting the state budget for 
1976-77 recently. Revision 
and rationalisation of sales tax 
rates acting as an incentive for 
increasing the turnover and 
production is expected to bring 
in an additional revenue of Rs 
6.40 crores. It is proposed to 
levy purchase tax on industrial 
alcohol and strengthen the ad¬ 
ministrative machinery of the 
Excise Department to check tax 
evasion, smuggling and illicit 
distillation and auction foreign 
liquor shops to yield an addi¬ 
tional revenue of Rs 5.90 cro¬ 
res. The rates of various 
departmental fee fixed long ago 
will be revised to yield an addi¬ 
tional income of Rs 5.50 cro¬ 
res. Court fee and registra¬ 
tion fee will be revised upwards 
to yield Rs 2.50 crores. It is 
proposed to levy tax on 


vacant land in, urban , areas 
whioh wpuld yield ap income 
Of* R$2. crores. It is qlso 
propped to levy tax on pur¬ 
chase of animals, cattle etc. ip 
village markets and fairs. This 
is likely tq yield an additional 
revenue of Rs 1.85 crores. 

Mr Tiwari also hinted that 
' some other proposals might be 
brought for additional resour¬ 
ces mobilisation. J in the course 
of tip year. All these Plea¬ 
sures were likely to yield a total 
revenue of Rs 24.15 crores. 
The, chief minister announced 
that the eirlier decision to 
auction foreign liquor shops 
was proposed to be imple¬ 
mented. The budget estimates 
receipts on revenue side at Rs 
950.42 crores, on capital side 
Rs 312.04 crores and on 
public account side at Rs 55.33 
crores, totalling Rs 1,317.79 
crores. The expenditure on 
revenue side was estimated at 
Rs 901.53 crores and on capi¬ 
tal side .at Rs 408.62 crores, 
totalling Rs 1,310.15 crores. 
Taking into account the minus 
opening balance of Rs 78.31 
crores, the year was estimated 
to end with a closing balance 
of Rs 70.67 crores. 

IDBI 

The Industrial Development 
Bank of India is being given a 
new look. The bank will in 
future address itself principally 
to promotion, of projects which 
are in consonance with current 
national priorities and social 
objectives. This was made 
clear both in the" inaugural 
address of Mr Pranab Kumar 
Mukherjee, union minister for 
Revenue and Banking, at the 
first board meeting of the res¬ 
tructured IDBI. The main 
thrust of the bank’s programme 
would be on the development 
of industrially backward* re¬ 
gions, encouragement of small 
and medium scale entrepre¬ 
neurs, a wider dispersal of in¬ 
dustrial ownership, export pro¬ 
motion and import substitu¬ 
tion. The minister cautioned 
the IDBI that care would have 
to be taken to ensure that deve¬ 
lopment was even. Mr 
Mukherjee pointed out that the 
IDBI has been vested with the 
power of “monitoring the 
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health tkf the units with a 
credit information system* 9 , 
so that sickness is detected at 
an early Stage and the health 
of the assisted units does not 
get irreversibly damaged. 

Mr Raghu Raj, the chair¬ 
man of the bank stated that the 
IDBI would start negotiating 
with the World Bank for a total 
foreign exchange credit for 
•89 miljioji. Of this, about 
•40 million would be meant for 
assistance to small scale units 
to be disbursed through the 
stated financial corporations 
and industrial development cor¬ 
porations, about 124 million 
would be as special line of 
credit for three fertiliser pro¬ 
jects. Mr Raghu Raj indi¬ 
cated that of a total credit of 
R& 103 crores granted to com¬ 
mercial banks up to the end of 
September last, utilisation has 
been hardly about Rs 38 cro¬ 
res. The IDBI does not inter¬ 
fere with the discretion enjoyed 
by banks in the sanctioning of 
credit to clients under this 
scheme. 

Ceiling on Term Loans 

The Reserve Bank of India 
has prescribed a ceiling of 14 
psr cent on interest on term 
loans granted by scheduled 
commercial banks to industry 
for a period of not less than 
seven years. The ceiling isto be 
effective from April 1. The 
celling has been fixed in re¬ 
cognition of the need for 
further stimulus to long-term 
investment in capital assets. 
Taking note of the escalation 
in costs of industrial projects, 
the union Finance minister 
has already proposed to ex¬ 
empt the interest received by 
bank on long-term granted to 
industry for purchase of plant 
and machinery from interest 
tax levied under the Interest 
Tax Act, 1974. The rate of 
interest on term loans between 
three and seven years will, 
however, continue to be 15 
per cent, (inclusive of the in¬ 
terest tax on advances). It may 
be pointed out (hat in his 
letter of November 1, 1975 to 
banks, the governor of the 
Reserve Bank of India had 
indicated that it would be 
desirable if banks were to 


charge a rate of interest not 
exceeding 15 per Cent on term 
loans for periods, beyond three 
years. 

Inter-Bank Call Rates 

The decision of the Indian 
Bank's Association to lower the 
ceiling on inter-bank call rate 
from 15 per cent to 12.5 per 
cent is a sequel to the recent 
fixation of the ceiling on lend¬ 
ing rates of banks at .16,5 per 
cent. The ceiling of 12.5 per 
cent per annum which is effec¬ 
tive from March 29 is appli¬ 
cable to overnight call money 
and for notice money for all 
periods up to and inclusive of 
notice of. 14 days. The IBA 
has not fixed any ceiling on 
inter-bank deposits for periods 
beyond 14 days. It has, how¬ 
ever, appointed a committee to 
consider rates of interest paid 
by banks by inter-hank depo¬ 
sit beyond 14 days. 

Car Prices 

Through an all-round cut in 
profit margins, the govern¬ 
ment persuaded the passenger 
car industry to cut prices by 
about Rs 4,000. The extra cut 
of about Rs 2,500 over and 
above the reduction of about 
Rs 1,500 through excise relief 
given in the central budget 
recently is to be borne by the 
manufacturers, the dealers and 
ancillary suppliers. About 
Rs 200 to Rs 300 is also 
accounted for by a concommi- 
tant reduction in the sales tax 
burden. The price on road in 
Delhi of Premier Padmini has 
been cut to Rs 32,904 from Rs 
36,94I-^a reduction of Rs 
4,037*—and that of Ambassa¬ 
dor to Rs 32,170 fromRs 
36,331—a reduction of Rs 
4,160. The Standard Motors 
has agreed to further eut their 
Gazel price over and above 
that made last month and its 
price on road in Delhi will 
now be Rs 25,941 against Rs 
27,900. These prices are in¬ 
clusive of excise, dealers 9 com¬ 
mission, central and states 
sales tax, transportation 
charges, registration and in¬ 
surance. The new prices came 
into effect immediately. 

Margins on Sterling 
Sales 

Banks dealing in foreign 


exchange have been told by 
the Reserve Bank to reduce 
their margins on sterling sales 
and purchases. The Reserve 
Bank also wants the banks to 
quote a uniform selling rate 
for both TT and BC transac¬ 
tions. The TT rates are appli¬ 
ed by banks to clean remit¬ 
tances, including dividend re¬ 
mittances. The BC selling 
refers to import bills for col¬ 
lection and bills received under 
letters of credit. 


Indo-US Trad* 

US investment possibilities 
in India and Ihdo-Amcrican 
trade were discussed at a two- 
day meeting of the sub-com¬ 
mission. on economic and 
commercial affairs of the Indo- 
US joint commission. The 
meeting which was held in New 
Delhi recently also had on its 
agenda a study of the possibili¬ 
ties for ventures in third coun¬ 
tries. This was the Second meet¬ 
ing of the sub*commis&ion. It 
followed up problems thrown 
up at discussions on trade and 
investment during the meeting 
of Indo-US joint business 
council held here last month. 
Official sources stated that the 
Indo-US ' sub-commission 
covered a wide range of issues 
relating to economic relations 
between the two countries. 


World-Trade 

The volume of international 
trade fell by about nine per 
cent in 1975, the first signifi¬ 
cant decline in post-war pe¬ 
riod, and a modest recovery of 
about five per cent is likely in 
1976. according to the annual 
survey published by the UN 
Economic Commission for 
Europe. Recent reports for 
IMF and GATT, on world 
trade, in 1975, also confirm 
that international trade in¬ 
creased only moderately in 
value and suffered a decline in 
terms of volume. The GATT 
estimate is that the decline in 
volume was six per cent in 
1975. While forecasting re¬ 
covery in real terms in 1976, 
GATT secretariat stated that 
it was not clear whether the 


volume would regain the 1974 j : 
level. World commodity out* {! 
put also declined in 1975, for 
(he first time in the post-war 
period, by an estimated two 
per cent. According to IMF re¬ 
port, the industrial countries 
as a group increased the ex¬ 
port value by6.1 percent in 
1975, from 8503.3 billion in 
1974 to an estimated S534 
billion in 1975. The percentage 
increase was 34 in< 1974. But 
they managed to keep down 
the import value at the same 
level of 8544 billion as in 1974, 
as against the 40 per cent in¬ 
crease from 1973 to 1974. 

National Permits 

A total of 482 national per¬ 
mits have been issued so far. 
The West Bengal government 
has granted 237 permits, 
Haryana 200 and Bihar 45. 
The scheme of national per¬ 
mits, one of the' 20points of 
the economic ' 'programme; 
announced by the prime minis-* 
ter, aims at reducing cons-, 
traints on the movement of 
public carriers throughout the 
country. Under the scheme, 
the national permit holder will 
be able to operate his vehicle 
from Kashmir to Kerala an<C 
.from Tripura to Gujarat.., 

NPCC 

The National Projects Cons-" 
truction Corporation had • 
achieved an all-time record 
outturn Of Rs 11.4 crores; 
during 1974-75, which is 35 
per cent more than the pre¬ 
vious year’s output and al¬ 
most three times that' of 
1970-71. The increase in out¬ 
turn had been achieved with¬ 
out an addition to the number 
of employees and despite' 
rising cost of material and 
labour as well as logistic diffi¬ 
culties. The annual report 
for 1974-75 of the corporation 
was laid recently on the table 
in the Lok Sabha by Prof. 
Siddheshwar Prasad, deputy 
minister for Energy. 

The corporation earned a 
profit of Rs 55.46 lakhs during 
the year under review, after 
meeting in full, the expendi¬ 
ture on establishment, pay¬ 
ment of interest charges and 
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making me otner essential 
provisions. This represents 
a significant increase in pro¬ 
fitability against Rs 25 lakhs 
in 1973-74. The corporation 
which was set up in 1957 had 
earned profits totalling 
Rs 1.85 crores during the first 
10 years, out of which Rs 40 
lakhs were distributed as 
dividend. 

During the yeat under 


report, tne nfcuy completed 
the works on Pencil Masonry 
Dam in Maharashtra state 
and also those relating to 
Upstream Navigation Lock. 
Bhagmari Trash Rack and 
Kalindri Regulator of the 
Farakka Barrage Project in 
West Bengal. It also secured 
additional works of the value 
of Rs 3.86 crores in the states 
of Jammu and Kashmir, 


Manipur and Sikkim. The 
improvement in the working 
of the corporation is expec¬ 
ted to be maintained in 1975- 
76. 

Fertilisers Output 

The operating fertiliser 
units in the country have 
crossed the 1.5 million tonne 
of nitrogen-mark to achieve for 




the first time in 10 years the 
previously announced p-oduc- 
tiontfarget for the year 1975- 
76. The target had been set 
after due consultation with 
all fertiliser production units 
in the public, private and 
cooperative sectors. The 
total production at the end 
of the current financial year 
on March31,1976 is expected 
to be 1.535 million tonnes of 
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nitrogen representing a pro¬ 
duction growth rate of ap¬ 
proximately 30 per cent over 
the 1974-75 production of 
1.185 million tonnes. 

The additional production 
of about 350,0()0 tonnes will 
not only have helped surpass 
marginally this year's target 
but will also have saved the 
country Rs 75 crores in fore¬ 
ign exchange at the existing 
international prices of impor¬ 
ted nitrogenous fertilisers. 
The capacity utilisation of the 
industry during this year 
vastly improved from 58 per 
cent in 1974-75 to 70 per cent 
primarily due to better main¬ 
tenance and better manage¬ 
ment. The most spectacular 
improvement came about in 
the working of 11 public 
seetor fertiliser plants which 
produced 534,000 tonnes 
of nitrogen last year but 
have up to date produced 
704,000 tonnes and would be 
completing the current year 
with a total production of 
718,000 tonnes, marking an 
increase of 35.3 per cent over 
the previous year's produc¬ 
tion. 

New Plants 

During the year two new 
plants and one existing ex¬ 
panded unit went into opera¬ 
tion—the big 258,000 tonnes, 
SPIC plant at Tuticorin star¬ 
ted production in June 1975, 
the 51,000 tonnes Gorakhpur 
expansion in October 1975 
and the 160,000 tonnes 
Mangalore Chemicals and 
Fertilisers Plant at Mangalore 
in March 1976. With the com¬ 
missioning of these plants the 
total installed capacity in the 
country rose from 2.2 million 
tonnes to 2.669 million ton¬ 
nes. It will further go upto 
2.973 million tonnes within 
the next two months when the 
Namrup expansion and 
Barauni fertiliser plants are 
expected to be commissioned. 

In all, there will be five 
more fertiliser units which 
after commissioning are ex¬ 
pected to add during 1976-77 
another 359,000 tonnes to 
the present nitrogen capacity 
to raise it to 3.028 million 
tonnes. These plants are— 
Namrup Expansion Barauni, 
Cochin Phase II, Madras 


Expansion and Vizag. Other 
fertiliser plants currently 
under construction are two 
National Fertiliser plants at 
Bhatinda and Panipat and the 
FCI plants at Nangal (Ex¬ 
pansion), Talcher, Ramagun- 
dam, Haldia Sindri (Moderni¬ 
sation) and Trombay IV. 
When all these plants come 
up the total installed capacity 
for nitrogen in the country 
would go up to 4.69 million 
tonnnes. 

Drug Price Revision 

The government has de¬ 
cided to allow drug manufac¬ 
turers to revise the existing 
retail prices of medicines regu¬ 
lated under the Drugs (Prices 
Control) Order, 1970 to the 
extent of additional excise 
duty levied in the budget pro¬ 
posals from March 16, 1976. 
The new prices would be 
applicable only to those 
batches which have been 
cleared by the excise autho¬ 
rities. Excise duty on some 
of the patent and proprietary 
medicines and. medicinal pre¬ 
parations containing alcohol, 
narcotic drugs and narcotics 
were increased from March 
16. 

The drug manufacturers 
have been asked to intimate 
immediately the revised retail 
prices fixed by them to the 
Bureau of Industrial Costs & 
Prices along with a certificate 
about the quantum of excise 
duty from the authorities 
concerned. It has been made 
obligatory on the parts of the 
manufacturers to reduce the 
prices of drugs if at any time 
the excise duty were reduced 
or withdrawn. They have 
been asked to inform the 
ministry of Chemicals & 
Fertilisers and the Bureau of 
Industrial Costs & Prices 
accordingly about such reduc¬ 
tion. The revised price list 
required to be furnished to 
dealers by the manufacturers 
under the Drugs (Prices Cont¬ 
rol) Order would contain the 
batch numbers to which the 
revised prices are applicable. 
No dealer, wholesaler or re¬ 
tailer would be permitted to 
charge the revised price on 
the batches released to them 
before March 16 when addi¬ 


tional excise duty was not 
paid. 

India-Upper Volta 
Cooperation 

Agricultural experts from 
Upper Volta may visit India 
shortly to study the advances 
made by this country in seve¬ 
ral agricultural fields, parti¬ 
cularly dry-farming techni¬ 
ques; improvements in sugar¬ 
cane and catton and small 
and medium-scale food pre¬ 
servation techologies. Simi¬ 
larly Indian agricultural 
scientists may also go to 
Upper Volta. 

The exchange of agricul¬ 
tural experts and scientists 
between the two countries for 
mutual benefits was mooted 
during discussions between 
the visiting minister of Com¬ 
merce of Upper Volta Mr 
Emmanuel Zo ma and the 
union minister for Agriculture 
and Irrigation, Mr Jagjivan 
Ram, recently. The two 
ministers discussed the agri¬ 
cultural situation in their 
countries including the prob¬ 
lems of animal husbandry and 
identified several points of 
common interest in respect of 
research on cereals as well as 
cashcrops and in develpping 
better varieties of milk-yielding 
cattle. 

Engineering Exports 

The direction of India's 
engineering export has been 
broadened considerably over 
the recent past. In 1956-57, 
nearly 73 per cent of these sup¬ 
plies were directed to Asiai In 
1974-75 Asia absorbed only 58 
per cent. European customers 
which were not aware of the 
quality and price competiti¬ 
veness of the Indian products 
imported worth only 0.2 per¬ 
cent in 1956-57 but their pur¬ 
chases increased to as much as 
17 percent in 1974-75. Simi¬ 
larly, America absorbed 0.36 
per cent in 1956-57 but 8.26 
per cent in 1974-75 while the 
supplies to the co-developing 
countries are maintained over 
the years, though at a retar¬ 
ded pace, the engineering pro¬ 
ducts of India are fast catching 
up the imagination and de¬ 
mand of the western custo¬ 
mers. 

Out of the 58 per cent of 


engineering exports to the 
Asian markets, during 1974-75, 
South East Asian countries 
absorbed about 27 percent 
and West Asia accounted for 
nearly 31 per cent. Importance 
of the West Asian markets in 
recent times, particularly in 
the wake of the international j 
oil crisis, is obvious in India’s! 
export trade. The supplies 
from India have considerably 
increased in recent years— 
Rs 255 million in 1971-72, 
Rs 312 million in 1972-73, 
Rs 477 million in 1973-74 and 
Rs 1089 million in 1974-75. 

West Asia 

The leading buyer of the 
engineering items from India! 
in West Asia is Iraq (Rs 383 j 
million in 1974-75); fol-i 
lowed by Iran (Rs 168 million). ( 
In fact, Iraq and Iran together j 
accounted for more than half, 
of the West Asian purchases j 
in 1974-75. The major pro-j 
duct-range that Iraq imported j 
in the year, included MS 
pipes and tubes and fittings 
(Rs 242 million), water and j 
sanitary fittings, diesel engines j 
and parts, electric wires and 
cables, automobile equipment, 
bicycles, electric switchgears 
andm otors, electric accesso¬ 
ries and appliances, air-condi¬ 
tioners, wire ropes, cinemato¬ 
graphic machinery, and agri¬ 
cultural sprayers. Iranian 
purchases mainly center round 
diesel engines and parts, ships 
and spare parts, MS pipes 
and tubes, Steel structural 
fabrication, railway wagons 
and equipment, bright bars, 
hardware, hand tools, auto¬ 
mobiles and parts, bicycles 
and accessories, electric wires 
and cables. 

Other major West Asian 
customers are—Saudi Arabia, 
UAE and Kuwait. Saudi 
Arabian imports are predomi¬ 
nantly related to diesel 
engines and MS pipes, while 
UAE mostly purchases steel 
pipes and tubtt, automobiles 
and equipment, electric wires 
and cables, and other genera¬ 
tion and transmission equip? 
ment. Kuwait is an important 
buyer of electric wires and 
cables, besides fans and. air 
conditioners and refrigerators, 
steel pipes, wire rope? and 
diesel engines. 
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COMPANY 

AFFAIRS 


Bharat Commerce 

The directors of Bharat Com¬ 
merce and Industries Ltd have 
declared a highei equity divi¬ 
dend of 15 per cent for the 
year ended December 31, 1975 
as against 12 per cent paid for 
in 1974.0ut of the proposed 
dividend, seven per cent will 
be paid after the annual gene¬ 
ral meeting while the balance 
of eight per cent will be paid 
in two equal instalments on 
•deferred basis. Net sales during 
the year recorded a handsome 
;rise of 15 per cent to Rs 42.08 
'ciores from Rs 36.50 crores 
!in 1974, bu* gross profit declin¬ 
ed sharply from Rs 4.84 crores 
to Rs 1.92 crores Out of the 
gross profit, the directors have 
appropriated a sum c f Rs 55.92 
•lakhs to depreciation reserve 
as against Rs 49.80 lakhs in 
1974. 

The tax liability for 1975 
!is estimated at Rs 63.00 
lakhs. The net profit after 
these and other allocations, 
^amounted to Rs 67.96 lakhs. 
After other adjustments the 
disposable suiplus amounted 
.1o Rs 69.36 lakhs. The pio- 
posed equity dividend will 
•absorb Rs 37.50 lakhs while 
.the dividends on the second 
and the third redeemable cu¬ 
mulative prefeience shares will 
!claimRs4.23 lakhs, while a 
sum cf Rs 27.57 lakhs was 
transferred to the general re¬ 
serve. 

Century 

. Centui y Spinning and Manu¬ 
facturing Compmy which has 
extensively diversified its manu¬ 
facturing activities during pas- 
few years, has now embarked 
upen further ambitious diver¬ 
sification programmes. It has 
promoted an export oriented 
electronics project for the 
manufacture of electronic 


watches and other products in 
the Santacruz Electronic Ex- 
poit Processing Zone. The 
new company will manufacture 
electronic watches ana C/MOS- 
LS[ Atiays in technical and 
foreign collaboration with 
Chronar Corporation INC of 
the USA. The foeign collabo¬ 
rators who will provide the 
technical know-how for the 
project, will also take up 25 
per cent of the equity capital 
of the new company. Century 
will also participate to the 
extent of 25 per cent of the 
equity of the new venture. 
The balance of 50 per cent will 
be offered to the US company. 
The initial paid up capital is 
likely to be around two crores 
of rupees. 

New Projects 

The company, subject to the 
acceptance of certain propo¬ 
sals by the government, plans 
to undertake a Rs 70-crore 
newsprint, paper and rayon 
pulp project. The company has 
received revised letter of intent 
to set up a paper and pulp pro¬ 
ject in Uttar Pradesh for the 
manufacture of 20,000 tonnes 
each of newsprint, writing 
paper and rayon pulp. 

Meanwhile efforts are being 
made to raise the capacity uti¬ 
lisation of the company’s ce¬ 
ment plant which commenced 
production in 1975. In spite 
cf the best efforts of the 
management it has been able 
to achieve so fat produc¬ 
tivity to the extent of about 
80 per cent of the rated capa¬ 
city. Serious efforts are being 
made to achieve fill I production 
by rectifying the defects and 
deficiencies. As the quality of 
the product is excellent it has 
been well received by the mar¬ 
ket. As far as the Maihar 
Cement Project is concerned 
necessary steps are being 
taken to implement the project 


with a capacity of 7.5 lakh 
tonnes per annum. 

Premier Cable 

The Premier Cable Company 
has rep>rted satisfactory work¬ 
ing results during the 18- 
month period ended Septem¬ 
ber 30, 1975. The company has 
earned a profit of Rs 55.54 
lakhs after providing for depre¬ 
ciation including arrears and 
development rebate reserve. 
After wiping out the accumu¬ 
lated loss of Rs 8.30 lakhs and 
after meeting preliminary ex¬ 
penses to the tune of Rs 13,493 
and share issue expenses of 
the order of Rs 2.51 lakhs, 
there was a surplus of Rs 44.60 
lakhs which has been carried 
forward to the balance-sheet. 
Sales during the period at 
Rs 9.16 crores recorded a sig¬ 
nificant increase as compared 
to the performance during the 
previous year. The company 
takes pride that these gratify¬ 
ing working results have been 
achieved in spite of the reces¬ 
sionary trends in the industiy. 
Export sales during the period 
too was cammandable as it 
touched a new record of 
Rs 56.72 lakhs. 

The period undei review was 
one of acute shortages and 
high prices of principal raw 
materials. The scarcity condi¬ 
tions that prevailed during the 
pievious years in the case of 
E.C. grade aluminium conti¬ 
nued to be the same although 
it had improved considerably 
after the recent remedial mea¬ 
sures taken by the government. 
It had the effect of pushing cf 
prices, excise duty and other 
levies. In case of PVC, after the 
inordinate spurt in the prices 
subsequent to the hike in oil 
prices, has new found its own 
level at a slightly lower rate. 
The directors are of the view 
that unless some effective mea¬ 


sures are taken to stimulate 
demand for cables *nd wires 
by 4 * government the coming 
period would be one of stress 
and strains. 

Indian Cable 

In April 1975, Indian Cable 
Company Ltd (INCAB) com¬ 
pleted the shipment of its first 
order for 50 KM 10 KV Alu¬ 
minium PILC Cable; which 
was followed by orders for 40 
KM and 150 KM of same cable 
from Messrs. Raznoimport, 
Moscow and about 90 KM of 
this cable has already been 
shipped. The above orders have 
brought in export earnings of 
over Rs 230 lakhs. 

In South East Asia, having 
completed an order worth 
Rs 22 lakhs for 11 KV Alu¬ 
minium PILC Cable on sche¬ 
dule, for Saiawak, the same 
customer has placed a repeat 
order. In Indonesia INCAB 
has just had a breakthrough 
and would shortly be shipping 
20 KV Aluminium PILC 
Cable and joint boxes. 
For the oil-rich Sheikhdom of 
Qatar, INCAB has completed 
a shipment of Rs 34 lakhs 
worth order for 1 KV Copper 
Conductor PILC Cable and 
jointing accessories. For 
Kuwait where INCAB had 
their first breakthrough in the 
Gulf, an order for Rs 260 lakhs 
of Aluminium PILC Cable was 
obtained for Cable Consortium. 
INCAB engineers and jointers 
have recently returned com¬ 
pleting an assignment with the 
ministry of Electricity, Kuwait, 
where they assisted their 
Kuwaiti counterparts in the 
technique of Aluminium Cable 
Jointing. 

INCAB will also shortly 
supply 33 KV/11 KV PILC 
Powei Cable and 1.1 KV 
PVC Cable valued over Rs 40 
lakhs to United Emirates for 
carrying out large scale electri¬ 
fication programmes in that 
area. All this points to a steady 
growth of INCAB’s perform¬ 
ance in the export field. Us pro¬ 
ducts have come to be recog¬ 
nised as equal in quality and 
technical perfection to the best 
in the international market. 
To date the company has ex¬ 
ported its products worth over 
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K$ M.au cresres co & countries 
around the world. 

Arum Sugars 

Aruna Sugars has reported 
satisfactory progress during the 
year ended September 30,1975. 
During the year it a ashed 
4.06 lakh tonnes of cane as 
against 4.04 lakh U nnes in 
the previous year and produc¬ 
ed 3.43 lakh bags of sugar as 
compared to 3.19 lakh bags in 
1973-74. The average recov¬ 
ery too was substantially 
higher at 8.45 per cent as 
compared to 7.9i per cen* in 
1973-74. The turnover during 
the year recorded a smart rise 
to Rs 9.05crcies from Rs 8.31 
crores in the preceding year. 
He wever, the profit before de¬ 
preciation and development 
rebate reserve was slightly lo¬ 
wer at Rs 49.63 lakhs as 
against Rs 59.75 lakhs in 
1573-74. After providing Rs 
31. U lakhs for depreciation, 
the net profit amounted to 
Rs 18.52 lakhs as compared 
to Rs 29.70 lakhs in 1973-74. 

After other adjustments, the 
disposable surplus amounted 
to Rs 39.31 lakhs as compared 
to Rs 29.89 lakhs in the fcailier 
year. Out of this, the directors 
have appropriated Rs 2.50 
lakhs to development rebate 
teserve as against Rs 10.00 
lakhs in 1973-74, while the 
transfer to reserve for molasses 
storage fund was enhanced 
from Rs 0.52 lakhs to Rs 0.56 
lakhs. The allocation to general 
reserve was reduced from 
Rs 19.27 lakhs to Rs 10.00 
lakhs. The balance of Rs 4.79 
lakhs has been carried forward 
to the next year’s accounts. 
The directors have proposed a 
dividend of 9.5 per cent on 
preference shares which claim¬ 
ed Rs 1.43 lakhs, the same as 
in 1973-74. The directors, how¬ 
ever, have skipped the divi¬ 
dend on equity shares. 

Camphor and Allied 
Products 

The Camphor and Allied 
Products Ltd has produced 
875 tons of camphor, during 
1975 which is about 12 tons 
less than in 1974. However, 
almost in all other items, the 


plant operated much below 
the installed capacity mainly 
due to the lack of de¬ 
mand. 

It is gratifying to note that 
in spite of all-round recession¬ 
ary trend, there was a margi¬ 
nal improvement in net sales 
to Rs 4.97 crores. However, 
the profit before taxes for the 
year declined to Rs 95.52 
lakhs from Rs 122.78 lakhs in 
the previous year, mainly due 
to the increase in the cost of 
manufacture by way of increase 
in the cost of raw materials, 
fuel, electricity and other inci¬ 
dentals. 

The directors have recom¬ 
mended payment of dividend 
of Rs 15 per share amounting 
to Rs 13,50,000 on 90,000 
equity shares of the company, 
subject to the deduction of 
taxes at source. This dividend, 
when approved by the general 
body, will be paid out of the 
general reserve No. 1, Out 
of dividend of Rs 15, the sum 
of Rs 12 per share will be 
paid after the annual general 
meeting and the balance 
of Rs 3 per share will be paid 
in two equal instalments on 
deferred basis. 

Diversification 

During the year under re¬ 
view, the company has com¬ 
pleted the installation of the 
plant for the manufacture of 
paramenthane hydroperoxide 
and sodium acetate and both 
the plants were commissioned 
during December 1975. With 
this, the entire diversification 
project for which convertible 
bonds were issued, was com¬ 
pleted. 

The total capital cost incur¬ 
red on diversification pro¬ 
ject has amounted to Rs 123.80 
lakhs. 

During the year under re¬ 
view, the company issued 10 
per cent unsecured conver¬ 
tible Bonds of Rs 50,00,000, 
which were over-subscribed 
and have been allotted on the 
basis approved by the stock 
exchange. 

The company has also avail¬ 
ed of the additional foreign 
exchange loan of U.S. i 75,424 
from the Industrial Credit and 


Investment Corporation of 
India Ltd to meet the cost of 
the PMHP plant. 

Bayer India 

During the year 1975 sales 
of Bayer (India) Ltd have in¬ 
creased by 16 per cent from 
Rs 21.8 crores to Rs 25.3 
crores. The company’s margins 
were under pressure and the 
profitability of the company 
could not improve in propor¬ 
tion to increased sales. The 
pre-tax profit of the company 
for the year is Rs 4.95 crores 
(+6%) as against Rs 4.66 
crores in the previous year, 
after considering provision 
of depreciation Rs 86 lakhs 
(Rs 59 lakhs) and development 
rebate Rs 1.15 lakhs (Rs 5 
lakhs). Since company is eligi¬ 
ble for initial depreciation 
allowance at the rate of 20 per 
cent on its investments in pesti¬ 
cides production /formulation 
plants made during the year, 
the tax liability of the company 
has been substantialy reduced 
to Rs 2.60 crores (Rs 3.12 
crores), resulting into increase 
in after tax profit from Rs 1.54 
crores to Rs 2.35 crores 
(+53%) 

The directors have recom¬ 
mended a dividend at 18 per 
cent (Rs 18 per share), of which 
Rs 12 per share will be paid 
immediately after the annual 
general meeting and the balance 
of Rs 6 per share will be paid 
in two equal instalments on 
July 7, 1976 and July 7, 1577 
with interest at eight per cent. 
During the year under review, 
company has allotted 32,250 
new equity shares which will 
be eligible for pro rata divi¬ 
dend i.e. 2/3. The directors 
have also recommended the 
issue of bonus shares in pro¬ 
portion of nine equity bonus 
shares against 10 existing 
equity shares of Rs 100 each. 
These bonus shares will be 
issued subject to shareholders 
approval and the government. 

Atul Products 

Atul Products has report¬ 
ed impressive improvements in 
its working results during the 
year ended December 31, 1975. 
Net sales jumped to Rs 34.93 
crores from Rs 27.71 crores, 


while gross profit recorded a 
smart rise to Rs 7.08 crores 
from Rs 6.02 crores in 1974. 
The encouraging working re¬ 
sults have enabled the directors 
to enhance the equity dividend 
to 20 per cent from 17 per cent 
paid for in 1974. Out of the pro¬ 
posed dividend, 12 per cent will 
be paid immediately while the 
balance will be paid on deferred 
basis. 

Out of the gross profit, the 
directors have appropriated a 
sum of Rs L.09 crores to de¬ 
preciation reserve as against 
Rs 1.10 crores in 1974, while 
the allotment to development 
rebate reserve was reduced 
from Rs 16.00 lakhs to Rs 0.50 
lakh. Taxation absorbed Rs 
3.99 crores as compared 
to Rs 2.83 crores in the earlier 
year. The net profit, after 
these allocations, was still 
higher at two crores of rupees 
as against Rs l. 93 crores a year 
ago. The dividend will claim 
Rs 98.40 lakhs, Rs 14.76 
lakhs more than in 1974. 

Polymers Corporation 

Polymers Corporation of 
Gujarat Ltd—a subsidiary of 
Gujarat Industrial Invest¬ 
ment Corporation Ltd—is im¬ 
plementing its industrial 
licence for manufacture of 
methyl methacrylate mono¬ 
mer—5000 tonnes, polymethyl 
methacrylate pellets—1500 ton¬ 
nes and polymethyl methacry¬ 
late sheets—2000 tonnes an¬ 
nually. It is going ahead with 
its schedule to complete civil 
construction, erection of 
plant and machinery, trial 
production and starting com¬ 
mercial production by July, 
1978. 

The raw materials for the 
project would be hydrocyanic 
acid, a by-product from the 
acrylonitrile plant of Indian 
Petro-Chemicals Corporation 
Limited (IPCL)—which other¬ 
wise would have to be incinerat¬ 
ed resulting in a loss of about 
Rs 1.5 crores annually. The 
The development of this 
industry would save the coun¬ 
try foreign enchange used for 
importing monomer as well 
as PMMA sheets and scraps. 
The saving in foreign 
exchange is expected to be of 
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tbe order of about R$ 1.00 
crore per annum. It is also a 
project which can earn subs¬ 
tantial foreign exchange by 
exports of its products. There is 
an obligation to export goods 
worth Rs 3.00 crores within 
a period of five years as per 
condition stipulated under the 
industrial licence. 

Technical collaboration 
agreement has been cnteied 
with Mitsubishi Rayon Co 
Ltd (MRC) of Japan. MRC 
are one of the world's leading 
manufacturer of MMA pro¬ 
ducts. As per the technical 
collaboration agreement ap¬ 
proved by the government of 
India, the collaborators will 
give complete know-how and 
basic engineering documenta¬ 
tion and will assist PCGL dur¬ 
ing designing, erection, com¬ 
missioning and operation of 
the plant. 

Even though acrylics have 
various superior qualities com¬ 
pared to other plastics, selling 
price-wise also it is cheaper 
than the sophisticated plastics. 
Further, no other project for 
the manufacture of acrylics is 
expected to come up in the 
near future in the country. 
Hence PCGL may not expe¬ 
rience any difficulty in market¬ 
ing its products. 

News end Notes 

Mr K.K. Modi, Vice Chair¬ 
man and President of the 
Modi Group of Industries, 
Modinagar (UP) has been 
elected Chairman of the All 
India Manufacturers’ Organi¬ 
zation, (UP State Board) 
for 1976-77. 

The Bharat Heavy Electricals 
Limited has undertaken to 
manufacture and supply com¬ 
plete electrical equipment re¬ 
quired for tbe expansion pro¬ 
gramme of the Bhilai Steel 
Plant. The equipment is due 
for delivery to the Bhilai Steel 
Plant by the middle of 1978. 
BHEL’s scope of supply 
includes 12S sets of highly 
sophisticated power thyristor 
converter equipment and the 
matching DC motors and con¬ 
trol panels. While the thyristor 
equipment would be supplied 
from the Bhopal unit of 
BHEL, the motors and control 
equipment would come from 


BHEL’s Hardwar unit. 
BHEL is also supplying elec¬ 
trics for the t e-beating furnace 
mechanism of the Bokaro Steel 
Plant. Similarly, $he Rolling 
Mill Fabrication Complex of 
the Bharat Aluminiim Plant 
at Korbi is being equipped 
with thyristor converters un¬ 
der supply from BHEL, Bho¬ 
pal. 

The government of Maha¬ 
rashtra presented a special 
award to Tatas recently for 
their outstanding work towards 
increasing the small savings 
collections in Maharashtra 
state. The award was present 
ed by Mr Sbankarrao Chavan, 
chief minister of Maharashtra 
to MrM. H. Mady, Director, 
Tata Industries Limited. 

Export Promotion 

The Leather Salon, the first 
of its kind in tbe country, at 
Madras, displayed only non- 
traditional items—finished lea¬ 
ther and leather goods between 
March 13-15. As an experiment 
it was a tremendous success. 

In spite of the initial reluc¬ 
tance of the local manufactur¬ 
ers to participate in something 
totally new and the compara¬ 
tive lack of time for organis¬ 
ing, there were a number of 
parties: and their decision was 
justified, the business being 
very good. In all they have 
conducted in three short days 
business worth Rs 1 crore. 

There was an encouraging 
response from Europe, Japan, 
Australia and the US, par¬ 
ticularly Europe: and in view 
of the very limited publicity 
and time, the results were 
gratifying. 

O.i display were a variety 
of finished skins, handbags, 
travel accessories, uppers, 
shoes & sandals, sport sgoods 
and various other leather 
goods. This Salon showing 
such potential, the Leather 
Club plans to hold it every 
year, either in January or in 
March. 

At its meeting held on 
March 19 the board of Indian 
Oxygen Limited appointed 
Mr K.D. Moore as Managing 
Director of IOL with effect 
from Mxy 15, 1976 subject to 
the necessary approval from 


the government.' He is current¬ 
ly Head-Overseas Services, 
BOC International Limited, 
London. 

It may be recalled at Mr K. 
Hartley, Chairman & Manag¬ 
ing Director of IOL, died sud¬ 
denly on November 20, 
1975. On November 28, 1975 
Mr R.C. Hesketh-Joaes was 
appointed Chairman of IOL 
but the post of managing 
director remained vacant. 

Mr K.D. Moore is not new 
to India. He served with the 
Indian Army from 1946 to 
1947. His first appointment 
with the BOC Group was from 
December 1950 to February 
1953 with IOL in Calcutta. 
Mr Moore is a Fellow of the 
Institute of Chartered Account¬ 
ants (England and Wales) 
and has held a number of 
senior appointments with the 
BOC Group. He was appoint¬ 
ed Deputy Chief Executive- 
Overseas, BOC, in Novcmeber 
1968, and since March 1970 has 
been Head-Overseas Sei vices, 
BOC International. 

New Issues 

Bokiyu Tanneries Limited is 
offering to the public 
180,000 equity shares of Rs 10 
each for cash at par. A sum of 
Rs 2.50 per share is payable 
on application and an equal 
amount on allotment. The 
balance of Rs 5 per share shall 
be payable in two calls to be 
mad: by the board of directors 
with an interval of not less 
than two months between the 
calls and between allotment 
and the first call. The subscrip¬ 
tion list for this fully under¬ 
written issue opened on March 
29 and will close on April 7. 

The company has an autho¬ 
rised capital of Rs 50 lakhs 
and an issued, subscribed and 
paid up capital of Rs 12 lakhs. 
The present issue is for Rs 28 
lakhs, in equity shares of 
Rs 10 each. Out of this, one 
lakh equity shares of Rs 10 
each are reserved for allotment 
to Ciballa Vlnkovcl of Yugo¬ 
slavia and its non-resident 
nominees Inter trade, Ljubljana, 
Yugoslavia for consideration 
other than cash. The remaining 
equity capital of Rs 18 lakhs 
in shares of Rs 10 each, are 


now being offered to the pub¬ 
lic for subscription. 

The company is settirgqp a 
tannery for processing of lea¬ 
ther at Pudupakkam, in the 
Chingleput district of Tamil 
Nadu. The company has been 
licensed to manufacture finish¬ 
ed leather with an annual capa¬ 
city of 15 lakhs number , of 
skins. The company has been 
promoted by M/s Yugo Intraco 
Piivate Ltd, New Delki 
(a company incorporated under 
the Companies Act 1956) and 
Mr A. Hafeezur Rahman, Man¬ 
aging Partner of South East 
Tanning Co., Madras, who 
have been supplying semi¬ 
finished goat and sheep skins 
to foreign collaborators for 
processing into finished leather 
in their tanneries abroad for the 
last 13 years. The total export 
of such leather by the promo¬ 
ters runs into several crores of 
rupees annually. 

The company has entered 
into an agreement with M/s 
Cabalie Zinkovci, Yugosla¬ 
via, under the terms of which 
the collaborators have under¬ 
taken to supply technical 
know-how to the company 
without any royalty or other 
charges, besides contributing 
25 per cent of the equity capital 
in the form of plant and machi¬ 
nery already supplied by them. 
The company has made consi¬ 
derable progress in the imple¬ 
mentation of the project. 

Under the terms of the 
licence, the entire production 
of the company is to be export¬ 
ed. There is a big demand for 
all types of leather abroad. 
Moreover, the collaborators 
have undertaken to purchase 
the entire production of the 
company if so desired. The 
marketability of the company’s 
product is thus assured. 

In view of the assured mar¬ 
ket for its products, the com¬ 
pany expects to earn sufficient 
profits in the form of foreign 
exchange to be able to pay a 
reasonable dividend to the 
shareholder for the second 
year of, their going into 
commercial production. This 
issue is being made for the 
purpose of meeting a part of 
the project cost estimated at 
Rs 97 lakhs. 
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Dividend* 

(Per cent) 


Equity dividend 
declared for 


Name of the company 

Year ended ' 

Current 

year 

Previous 

year 

Higher Dividend 

Morarjee Goculdas 

June 30,1975 

20.0 

11.5 

Orissa Cement 

Dec. 31, 1975 

20.0 

10.0 

Woolcombers of India 

Dec. 31,1975 

8.0 

2.0 

Phillips Carbon Black 

Nov. 30,1975 

16.0 

12.0 

Gammon India 

July 31, 1975 

8.0 

5.0 

Jain Tube Co. 

July 31,1975 

18.0 

12.0 

Porrits and Spencer 

Sept. 30,1975 

16.0 

11.0 

Atlas Copco (India) 
Kasturi & Sons 

Dec. 31, 1975 

16.0 

12.0 

June 30,1975 

10.0 

3.7 

Same Dividend 

Asian Cables 

Dec. 31,1975 

6.0 

6.0 

Triveni Engineering 

Oct. 31,1975 

12.0 

12.0 

Bharat Forge 

June 30, 1975 

12.0 

12.0 

Hindustan Construction 

July 31, 1975 

Nil 

Nil 

Associated Bearing 
*On the enlarged capital. 

Dec. 21, 1975 

20.* 

20.0 


Licences and Letters of intent 


The following licences and letters of intent were issued under 
the Industrial (Development and Regulation) Act 1951 during 
the month of January, 1976. The list contains the names and 
addresses of the liccnsees» articles of manufacture, types of 
licences—New Undertakings (NU), New Articles (NA), Sub¬ 
stantial Expansion (SL), Carry on Business (COB;, Shifting— 
and annual installed capacity. Details regarding licences and 
letters of intent revoked, cancelled or surrendered arc also given. 

Licences Issued 
Metallurgical Industries (Ferrous) 

M/s Chaliha Rolling Mills Pvt. Ltd; 5 Mission Row, Cal¬ 
cutta. (Calcutta-West Bengal)—Bright Bars—8,000 tonnes— 
(COB) 

M/s Sakamari Steel & Alloys Ltd: Sakamari House, 12 
North Ambathari Road, Nagpur. (Nagpur Maharashtra)— 
M.S. Ingots; Electrode quality Carbon Steels; Forging qualiy 
Carbon Steels; Cold Heading Quality Carbon Steels; etc.—-8,000 
tonnes—<COB) 

M/s Bcsant Alloy Steel Limited, 201, Ansal Bhavan, Kasturba 
Gandhi Marg, New Delhi. (Thana—Maharashtra)—Mild Steel 
Box Strapping.—1,000 tonnes. Mild Steel Cable Armouring 
Tape—1,000 tonnes. Mild Steel Cold Rolled Steel Strip— 
4,000.tonnes. Total— 6,000 tonnes—(COB) 

M/s S.G. Steels Pvt. Ltd; Palace Cinema Building, 20- 
Roshanara Road, Delhi. (Ballabgarh— Haryana)- M.S. Ingots; 
Electrode quality Carbon Steels; Forging quality carbon Steels; 
etc.—7,000 tonnes—(COB) 

M/s Hind Wire Industries Ltd; P 16, Kalakar Street Calcutta. 
(24 Parganas, West Bengal)—High Carbon & Alloy Steel Wires 
—9,000 tonnes—(COB) 

M/s Indoswe Engineers Pvt. Ltd; 5 Bund Garden Road, 
Poona—411001. (Poona-Maharashtra)—Copper & Copper 
Base'Alloy, Solid Sections and Profiles— 260 tonnes—(COB) 

Electrical Equipments 

M/s Philips India Ltd; Shivsagar Estate, Block-A, Dr. Annie 


Besant Road, Bombay-400018 (West Bengal)—Intercommuni¬ 
cation apparatus—12,000 numbers p.a.—(NA) 

M/s Philips India Ltd; Shivsagar Estate, Block ‘A’, Dr. 
Annie Besant Road, Bombay-18. (Poona—Maharashtra)— 
Oscilloscopes—600 nos—(SE) 

M/s Reckon Eamelicd Wires (P) Ltd; Manki Nivas’, I3JrA7 
Sion (West), Bombay. (Faridabad-Haryana)—Winding Wires 
upto 41SWG.—300 tonnes. Winding Wires 42 SWG & thin¬ 
ner—50 tonnes. Wire Enamels—60 tonnes—(NU). 

M/s Bombay Burmah Trading Corporation Limited; 
9-WaIlace Street, Fort, Bombay (Bombay-Maharashtra) Connec¬ 
tors—5 lakhs nos. p.a.—(NU) 

M/s Sahney Steel & Press works Ltd; A-5, Uppal Industrial 
Estate, Hyderabad. (Hyderabad-Hyderabad)- Electrical Steel) 
Stampings & Laminations (SE)— 7,000 tonnes. Torodial Cores 
—300 tonnes—(SE/NA) 

Transportation 

M/s Goetze (India) Ltd; National & Grindlays Bank Build¬ 
ing, Middle Circle, H-Connaught Circus, New Delhi. (Banga- 
lore-Karnataka)—Piston Rings—10 mill, nos.—(NU). 

M/s Escorts Limited, Automotive Division, H-2, Connaught 
Circus, New Delhi. (Bangalore-Karnataka)—Piston & Piston 
Pins— 10,000,00 nos. each p.a.—(NU) 

M/s Wheels India Limited 37-Mount Road, Madras.(Chingie- 
put-Tamilnadu)— Wheels for Commercial Vehicles, Tractors, 
Cars and Jeeps.—7,50,000 nos.—(SE) 

Industrial Machinery 

M/s Durametallic (India) Ltd; Dhun Building, 175/1. 
Mount Road, Madras. (Madras-Tamil Nadu)—Mechanical 
Scales—15,000 nos. p.a.—(NU) 

M/s International Combustion (India) Limited, 101, Park 
Street, Calcutta. (Hooghly-West Bengal)—Bowl Feeder—250 
nos.; Vibrator Screen—300 nos.: Syntorn (V-75) Vibrator.- 
200 nos. Syntorn (V-200) Vibrator.—200 nos.—(NA) 

Machine Tools 

M/s Cooper Engineering Ltd; Construction House. Wal- 
chand Hirachand Marg, Ballard Estate, Bombay. (Poona- 
Maharashtra)—Gear Hobbing Machines—36 nos.—(SE) 

Chemicals 

M/s Mysore Resins & Chemicals Ltd; 16-Ist Floor, 4th 
Main Road, Jayalaxmipuram, Mysore. (Bangalore)—For- 
maldenyde—6,000 tonnes—(COB) 

M/s Nangal Steels Ltd; 7-A, Rajpura Road, Delhi. (Naya 
Nangal-Punjab)—Oxygen Gas—1.50 M.C.M.—(NU) 

M/s Cibatul Limited, P.O. Atul, Distt: Valsad (W. Rly.), 
Gujarat. (Valsad-Gujarat)—Epoxy Resins—1,260 tonnes— 
(SE) 

M/s Shriram Chemical Industries, Shriram Nagar, Kota. 
(Kota-Rajasthan)—Calcium Carbide—'56,100 tonnes. p.a.— 
(SE) 

M/s Andhra Sugars Ltd; Post Box No. 2, Venkatarayapuram, 
Tanuku, W-Godavari, Andhra Pradesh. (W-Godavari-Andhra 
Pradesh)-Sulphuric Acid—24,750 tonnes.—(SE) 

Mr K.K. Surekha, 4005, Raghuganj, Chawri Bazar, Delhi. 
(Delhi)—Oxygen Gas—0.45 MCM Acetylene Gas—0.10 MCM 
-(NU) 
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M/s C1BA-GE1GY of India Wtd; 14-J Tata Rond. Post Box 
11015, Bombay (Corlin-Goa)—'Monocrotophos and its For- 
mulgtions—300 tonnes and 750 tonnes respectively—>(NA) 

M/s Navin Fluorine Industries (Chemicals Division), The 
Mafatlal Fine Spg. & Mfg. Co. Ltd; Mafatlal Centre, Nariman 
Point, Bombay. (Surat-Gujarat)— Synthetic Cryolite/Alu- 
minium Fluoride—1,250 tonnes. Hydrofluoric Acid—1,000 
tonnes—(SE) 

M/s Sandoz (India) Ltd; Sandoz House, Dr. Annie Besant 
Road, Worli, Bombay-18. (Thana-Maharashtra)—Thiogly- 
collie Acid and its Derivatives—60 tonnes—(NA) 

M/s The Andhra Sugars Ltd; Venkatarayapuram, Post Box 
No. 2, Tanuku (A.P.) (Tanuku-Andhra Pradesh)—Caustic 
Soda—46,200 tonnes; Liquid Chlorine—'8,900 tonnes. Hydro¬ 
chloric Acid (100%)—2,000 tonnes—(SE) 

M/s Tata Oil Mills Co. Ltd; Bombay House, 24-Homi Mody 
Street, Bombay. (Gauhati-Assam)—Synthetic Detergents— 
10,000—(NU) 

M/s Indian Organic Chemicals Ltd; Mehta Mahal, 15- 
Mathew Road, Bombay. (Kolaba-Maharashtra)—Acetic 
Anhydride—3,000 tonnes. Acetic Acid—3,000 tonnes—(SE) 

M/s Apar (P) Ltd; 24 SayedAbdullaBarelvi Road. (P.B.No. 
1522), Bombay. (Broach-Gujarat)—Calcium Carbide—14,850 
tonnes—(NU) 


Leather, LeMtet iGeiillb ft Pickers 

M/s Inter-Continental Leathers Limited, 2-G, Nungambak- 
kan High Road, Madras (North Arcot, Tamil Nadu)—Glove 
Leather—3,60,00 So ft: Garment Leather—22,50,000 Sq ft; 
Upper Leather—3,60,000 Sq ft; Lining Leather—6,75,000 Sq ft 


Ceramics 

M/s Refractory Specialities (India) Ltd; Refractory House 
Sitarampur, Distt: Burdwan (Santhal Parganas-Bihar)— Cast¬ 
able Refractories all types 99% Alumina—5,000 tonnes: Plas¬ 
tic Refractories of all types upto 90% Alumina and Basic Comp 
positions.—3 000 tonnes; Air Setting Cements, Ramming 
Meses etc.—2.800 tonnes, High Alumina Bricks—7,500 ton¬ 
nes—(NU) 

M/s Orissa Cement Lt; Shiv Mahal B-5/47, Connaught 
Place, New Delhi. (Sundergarh-Orissa)—Chemically Bonded 
Basic Refractories—30,000 tonnes—(SE) 

Miscellaneous Industries 

M/s Vijay Tobacco Industries, P-7, Mission Row Extension, 
Calcutta. (Broach-Gujarat)—Cigarettes—4,500 Mill. pcs.p.a. 
—(NU) 


Drugs & Pharmaceuticals 

M/s Dey’s Medical Stores (Mfg) Pvt. Ltd; 6/D, Lindsay 
Street, Calcutta. (Calcutta-West Bengal)—Methyldopa Tablets 
—68 lakhs nos. (Equivalent to 2 tonnes bulk); Indomethacin 
Capsules/Tablets.—90 lakh nos. (Equivalent to 240 Kgs. of bulk 
Drugs).—(NA) 

M/s Chemical Industrial ft Pharmaceutical Laboratories 
Ltd; 289, Bellasis Road, Byculla, Bombay. (Bombay-Maha- 
rashtra)—Clomiphene Citrate—500 Kgs.—(NA) 

Textiles 

M/s Rams Tapes & Fasteners Pvt. Ltd; 41, Jupitar Apart¬ 
ment, Annesty Road, Bombay. (Dadra ft Nagar Havelli)— 
Cotton Narrow Tapes—7.5 million Metres- (NU) 

Paper A Pulp (including Paper Products) 

M/s Rohit Pulp ft Paper Mills Ltd; Rohit Chambers, 
Ghoga Street, Bombay. (Khadki-Gujarat)—Paper ft Paper 
Board— 30,000 tonnes—(SE) 

Peru:station Industries 

M/s U.P. Breweries Pvt. Ltd; Building No. 1, New Kalkaji 
Temple, New Delhi. (Ghaziabad-U.P.)—Beer—50,000 HL. 
—(COB) 

M/s Sakthi Sugars Ltd; ‘ Grcenlands”, 8/28, Race Course 
Road, P.B. No. 3775, Coimbatore. (Coimbatore-Tamil Nadu) 
—Industrial Alcohol—6,000 Kilo Litres—(SE) 

Food Processing Industries 

M/s Shrec Ganesh Roller Flour Mills, Gosain Tola, Patna-13. 
(Patna-Bihar)—Wheat Products—9,000 tonnes per annum. 
-(COB) 

M/s Saifco Roller Flour Mills Private Limited, Rural In¬ 
dustries Project Area, Pampore, Anantnag, (Anantnag, Sri¬ 
nagar, J ft K)—Wheat Products—30,000 tonnes—(NU) 


Letters of Intent 
Industrial Machinery 

Mr T.V. Govindan, 2275, Banashankeri, 2nd Stage, 35th 
Cross, Jayanagar West P.O., Bangalore. (Cannanore- Kerala) 
—Mechanical Seals—30,000 nos—(NU) 

Industrial Instruments 

M/s The Associated Cement Companies Limited, Cement 
House, 121, Maharshi Karve Road, Bombay. (Coimbatore- 
Tamil Nadu)—Nuclear Weigh Feeder Control System—30 nos 
—(NA) 

M/s Akay Industries, Station Road, PB No. 86, Hubli 
(Hubli-Karnataka)—Gate Valves upto 24' Size.—5,000 nos; 
Globe Valves (manually operated) upto 24' size.—5,000 nos. 
—(NU) 

Chemicals 

M/s G.R. Patel, 22-School Avenue, Chatham (N.J.) (KFTZ- 
Gujarat)—Dicarbomethoxy Phenol; Dicarbomethoxy Benzene 
Sulphonic Acid; Similar type of Organic Intermediate Chemi¬ 
cals; Total : 180 M. tonnes—(NU) 

M/s Balarpur Industries Limited, Thapar House, 124, Jan- 
path, New Delhi (Karwar-Karnataka)—Sodium Tripoly¬ 
phosphate—24,000 tonnes p.a.—(SE) 

M/s Paushak Limited, Alembic Road, Baroda (Panch- 
mahal-Gujarat)—Oxygen—1.00 MCM—(NA) 

Mr P.C. Jhunjhunwala, Jai Bhawan, Civil Lines, Rampur 
(Rampur-U.P.)—Calcium Carbide—15,000 tonnes p.a.—(NU) 

M/s Shriram Chemical Industries, Shriram Nagar, Kota-4 
(Kota-Rajasthanl—Stable Bleaching Powder.—16,500 tonnes 
—(NA) 

Mr P.C Jhunjhunwala, Jai Bhavan, Civil Lines, Rampur, 
(Rampur-U.P.)—Sodium Chlorate—5,000 tonnes p.a.—(NA) 

Mr R.D. Shroff, c/o United Phosphorous Pvt. Ltd; 167, 
Dr. Annie Besant Road, Worli Naka, Bombay. (Broach- 
Gujarat)—White Phosphorous—2,500 tonnes—(NU) 

M/s Jayshree Chemicals Limited, 14-Netaji Subhas Road, 
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Calcutta. (Gamam-Orissa)—Liquid Chlorine—25,200 tonnes. 
Hydrochloric Add —45,000 tonnes—(SE) 

Textiles 

M/s Paradise Industries, 11/12, Krihna Niwas, New Silk 
Bazar, Kalba Devi, Bomhay. (KFTZ, Qujarat)—Art Silk 
Fabrics—7,80,000 Metres p.a.—(NU) . ■ 

M/s Laxman Silk Mills, 191, Casablanca Apartm ents, 19th 
Floor, 39 -Cuffe Parade Road Bombay. (KFTZ-Gujarat)— 
Art Silk Fabric —1,80,000 Metres p.a.—(NU) 

M/s Rohit, Sahu, “Watika”, Central Avenue, Chembur, 
Bombay-71. (KFTZ-Gujarat)—Axminister Woven Woollen 
Carpets—2,160 rolls of Carpets of 100 sq. yards, each)— 
(N.U.) 

M/S. Ramesh Silk Mill. 191. Casablance Apartments, 19th 
Floor. 39-Cuffe Parade Boad, Bombay. (KFTZ—Gujarat—Art 
Silk Fabrics—1800,000 Metress p.a'.—(N.U.) 

Mr Shyam Boriwala, 138, Jorbagh, New Delhi. (Bhiwani- 
Haryana)—Worsted Yam—1,200 worsted spindles.—(NU) 

Sugar 

M/s Godavari Sugar Mills Ltd; Fazalbhoy Building 45-47, 
M.G. Road, Bombay-1. (Bijapur-Karnataka)—Sugar—5,000 
tonnes dally Cane crushing capadty.—(SE) 

Food Processing Industries 

M/s Sandoz (India) Ltd; Sandoz House, Dr. Annie Bcsant 
Road, Worli, Bombay. (Thana-Maharashtra)—Pancreatin 
and other items based on pancreas of Cattle—30 tonnes p.a. 
-<NA) 

Cement A Gypsum Products 

M/s Nagargali Cement Co. Ltd; Vidyanagar, Hubli-21. 
(Belgaum-Karnataka)—Portland Cement—4 lakh tonnes.— 
(NU) 

Change in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

M/s Dalima Biscuit Private Limited.—Dalima Biscuit 
Limited. 

M/s Pratappur Sugar Mills Ltd.—M/s The Pratappur 
Sugar & Industries Limited. 

Licences Revoked, Lapsed or Cancelled 

(Information pertains to particular licences only) 

M/s Wala Engine Valves Limited, C/2, Vasant Vihar, Main 
Market, New Delhi—Engine Valves—(Cancelled) 

M/s Usha Telehoist Limited, 14-Princep Street, P.6. No. 
8853, Calcutta—Automotic Chassis Lubricating System— 
(Cancelled) 

M/s Shalimar Paints Ltd; 13-Lamac Street, Calcutta—Paints, 
Enamels, Varnishes & Synthetic Resins—(Cancelled) 

Letters of Intent Rejected, Cancelled or Lapsed 

(Information pertains to particular letters of intent only) 

M/s Apar Private Ltd; 184-185, Golf Links Area, P.B. No. 
3004, New Delhi. (Maharashtra)—Plastic & Synthetic In¬ 
sulated Cables—(Lapsed) 

Dr. Nirmal K. Chaudhury. 314, Jadhpur Park, Calcuta, 
(West Bengal)—Carbon Potentiometer—(Closed) 

M/s Larsen & Toubro Ltd; Gulab Bhavan, 6-Bahadur 


Shah Zaflar Marg, New Delhi. (Maharashtra)—Connectors — 
(Cancelled) 

M/s John Barrel, S.A., D/13/11, Model Town, Delhi. 
(Delbi-U.P.)—Electronic Components—(Closed) 

Mr Ashok Kumar Khandelwal, 54, Mall Road, P.O. Kamp- 
tee, Nagpur. (Maharashtra)—Industrial Gases—(Cancelled) 
Dr. m.V. Joshi, C-10, Maharani Bagh. New Delhi. (Maha¬ 
rashtra)—Numercial Indicator Tubes—(Closed) 

Mr Mangal Datta Sbarma, C/o M/s Manga 1 Datta Subhas 
Chandra, Court Road, Mazaffarnagar. (Madhya Pradesh)— 
Industrial Gases—(Cancelled) 

M/s Farm Chemicals Ltd; Advani Chambers, 1st Floor, Sir 
Pheroze Shah Mehta Rd; Bombay. (Gujarat)—Diuron— 
(Lapsed) 

Mr H. N. Lalljee, 61-Ali Chambers, Tararind Lane, Bombay. 
(Maharashti-a)—Glass Fibre Products—(Lapsed) 

Mr K. Ramdas Baliga 19/1, Greaves Road, Madras. 
(Tamil Nadu)—cycle Rims.—(Cancelled) _ . 

M/s Rasoi Vanaspati & Industries Ltd;, Raja Court; 20, Sir 
R.N. Mukherjee Road, Calcutta. (West Bengal)—Oxygen 
Gas—(Lapsed) 

M/s Devidayal (Sales) Pvt. Ltd; Post Box*62l9, Tulsjram 
Gupta Mills Estate, Reay Road, Bombay. (Maharashtra)— 
Carburyl Technical—(Lapsed) 

M/s Avery Cycle Industries Pvt. Ltd; G.T. Road, Miller 
Gani, Ludhiana. (Chandigarh)—Bicycle Rims—(Cancelled) 
M/s Laxmichand Phagaji Ltd; Ramon House, 169, Backbay 
Reclamation, Bombay. (Gujarat)—Thinwalled Bearings, etc 
—(Closed) 

M/s Forbes Forbes Campbell & Co. Ltd; Forbes Building, 
Charanjit Rai Marg, Bombay. (Maharashtra)—Dry Reed 
Relays—(Closed) 

M/s Bhilai Engineering Co. Pvt. Ltd; Post Box No. 31, Bhilai 
(Madhya Pradesh)—Relays.—(Closed) 

Mr G.K. Agarwal, 20-Babar Road, New Delhi. (Maha¬ 
rashtra)—Potentiometers—(Closed) 

Mr J.P- Mazumdar, B-7, Archita Flants, Behind A.G. High 
School, Ahmedabad. (Gujarat)—Industrial Gases—(Lapsed) 
M/s Telangana Spinning A Weaving Mills Ltd; Narsarpur 
Road, Balanagar, Hyderabad. (Andhta Pradesh)—Industrial- 
Gases—(Lapsed) 

Mr M.V. Rao, Murthy & Company, 41, Third Main Road, 
Gandhi Nagar, Madras. (Tamil Nadu)—Cigarettes—(Lapsed) 
M/s Durrung Steels Ltd Ltd; 8-Municipal Road, Dehradun. 
(Uttar Pradesh)—Industrial Gases—(Can celled) 

Mr Baijnath Agarwal C/o Mr Syhamlal Gupta, Advocate: 
Dholpur. (Rajasthan)—Industrial Gases—(Cancelled) 

M/s Hindustan Oxygen Gas Co. Ltd; "Narayan Bhavan", 
Waghela Marg, Khanpura, Ahmedabad. (Gujarat)—Industrial 
Gases—(Cancelled) 

M/s Chandrakant Hanshanker, No. 2-A, Maker Bhavan No. 
2, Bombay. (Madhya Pradesh)—Tantalum Capacitors— 
(Lapsed) 

Mr S.C. Mahcshwari, 24-D, Hill Road, Gandhinagar, 
Nagpur, (Uttar Pradesh)—Industrial Gases—(Cancelled) 

Mr Ramanathan Palaniappan, 18-Agasteeswarnagar, 
Madras. (Tamil Nadu)—Automobile Gaskets—(Closed) 

M/s Dagger Forsts Tools Ltd; 1st Pokhram Road, Thana. 
(Maharashtra)—Alloy Steels—(Revoked) 

Mr Bankatlal N. Taddy, M.L.A., Sugar Mill Premises, 
Jaora, Ratlam, (Madhya Pradesh)—Industrial Gases—(Can¬ 
celled) 
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RECORDS 

AND 

smnsncs 


Decline in world 
trade in 1975 

Confirmation . that inter¬ 
national trade increased only 
moderately in value in 1975, 
and suffered a decline in terms 
of volume, is provided in re¬ 
cent reports of the Fund and 
of the General Agreement on 
Tariffs and Trade (GATT). 


was in sharp contrast to the 
considerable rise registered in 

1974, when the export value of 
the industrial countries in¬ 
creased by 34 per cent from 
its level of $376.2 billion in 
1973. The total import value 
(c.i.f.) of the industrial count¬ 
ries remained at the same level 
of $544 billion in 1974 and 

1975. By contrast, imports 
had risen by more than 40 
per cent from $386 billion in 
1973 to their 1974 level. 


The slowdown in the dollar 
value of the trade of industrial 
countries followed a period 
of several years in which the 
value of their trade had been 
expanding at an extremely 
rapid rate. Since both export 
and import prices of the indus¬ 
trial countries continued to in¬ 
crease substantially between 
1974 and 1975, the actual 
slowdown in the trade volume 
of industrial countries in 1975 
was greater than that indicated 
by the dollar yalues of trade 
alone; indeed significant de¬ 
clines were registered for both 
export and import volumes of 
these countries. 

Slight Rise 

In the fourth quarter of 1975 
the exports of industrial count¬ 
ries were at an estimated $139.2 
billion, according to IFS data, 
representing only a slight rise 


oyer their level of $138.7 
billkti) in the fourth quarter of 
.1974. The imports of indus¬ 
trial countries, on the other 
hand, which were 1141.3 
billion in the fourth quarter of 
1975, registered a decline 
Compared with the $143.9 
billion level of the fourth quar¬ 
ter of 1974. 

Increased Exports 

Among industrial countries 
for which 1975 data are' avail¬ 
able, increases in values of 
their exports were registered 
by a number of countries, in¬ 
cluding the United States 
(from $98.5 billion in 1974 to 
£ 107.7 billion in 1975), France 
(from $46.5 billion to $52.9 
billion), Italy (from $30.2 
billion to $34.8 billion), 
and the United King¬ 
dom (from $38.9 billion to 
$44.1 billion). The import 


The GATT secretariat fore¬ 
casts recovery in real terms 
for world trade this year, 
after a six per cent decline in 
volume from 1974 to 1975. 
This was only the second dec¬ 
line in the postwar period, the 
first having been a one per cent 
drop in 1958. Given present 
uncertainty regarding the rate 
of recovery of economic acti¬ 
vity and the balance of pay¬ 
ments positions of develop¬ 
ing countries, the GATT sec¬ 
retariat says it is unclear that 
the volume of trade this year 
will regain the level of 1974. 
The GATT report is a first 
assessment of developments in 
world trade during 1975 which 
will be elaborated later in the 
year, on the basis of fuller 
information, in the annual 
report. Internal Trade. 

Export Value 

The Fund report, based on 
data from the March issue of 
its monthly statistical publi¬ 
cation, International Financial 
Statistics, says that the export 
value (f.o.b.) of the industrial 
countries as a group increased 
by 6.1 per cent, from £ 503.3 
billion in 1974 to an estimat¬ 
ed $534 billion in 1975. This 


Estimated Value of World Trade by Areas 1 
(billion U.S. dollars and percentage changes) 




Exports (f.o.b.) 

Imparts (c.i.f.) 

Balance 


Value 

Change 
Over pre¬ 
vious 
year 

Value 


Change 
over pre¬ 
vious 
year 

Change in value 


1974 

1975 

1974 

1975 

1974 

1975 

World 

847 

880 

-H 

854 

905 

+6 

—7 

—25 

Developed areas 

547 

580 

+6 

614 

617 

+0.5 

-67 

— 37 

Developing areas 

229 

215 

—6 

164 

195 

+ 19 

+65 

+20 

Main oil exporting countries 

137 

125 

—9 

37 

60 

+62 

+100 

+65 

Other 

92 

90 

—2 

127 

135 

+6 

—35 

-45 

Council for Mutual Eco¬ 
nomic Assistance 
area* 

71 

84 

+18 

76 

93 

+22 

—5 

—9 


‘Figures for 1975 are incomplete and are subject to revision. ’Imports generally f.o.b. 

Data: The GATT, based on: International Monetary Fund International Financial 
Statistics, February *1976; Organization for Economic Cooperation and Development 
Series A, Statistics of Foreign Trade, January 1976; International Monetary Fund,. 
Direction of Trade, December, 1975; and national statistics. ; 
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values of three of these count¬ 
ries, registered declines over 
the same p;riod: The value 
of tbe imports of the United 
States declined from $108 
billion in 1974 to $103.4 bil¬ 
lion in 1975, of Italy from 
$40.9 billion to $38.4 billion, 
and of the United Kingdom 
from $54.5 billion to $53.5 
billion. A lavge decrease, from 
$62.0 billion to $57.9 billion, 
was also registered by Japan. 
Tbs value of imports of the 
Federal Republic of Germany, 
on the other hand, inctcased 
markedly from $68.9 billion 
in 1974 to $74.2 billion in 
1975. 

GATT's Estimate 

The GATT’s estimates for 
1975 include developing 
countries and centrally-plann¬ 
ed economies, but the sec¬ 
retariat notes that trade re¬ 
turns for 1975 are available for 
oaly a limited number of indus¬ 
trial countries, and that for 
developing countries and the 
centrally planned economics, 
dita for 1975 are generally 
based on their trad: with in¬ 
dustrial market economies, 
and are to be considered only 
as indicating orders of magni¬ 
tude. 

In the first half of 1975, 
according to the GATT, the 
volum: of woid trad: was 
about 10 per cent, at an annual 
rate, below the level of the 
preceding six months. Some 
growth was achieved in the 
second half of 1975, but for 
the year as a whole world 
trad: volum: was about six 
per cent lower than in 1974. 

World expsrt prices, which 
had increased by 40 per cent in 
1974, are estimated by the 
GATT to have risen by 10 

? er cent> in d>llar terms in 
975. This rise resulted from 
the increase in world expart 
prices of manufactures during 
the first half of 1975 and the 
increase in prices of petroleum 
'n the last quarter of 1975. 
World export prices of primary 
products (other than petro¬ 
leum), which had fallen in the 
first half of 1975, leveled off 
thereafter, and for the year as a 
whole averaged less than in 


1974. The value of world trade 
is estimated to have reached 
about, $880 billion in 1975, 
roughly four p:r cent more 
thafl in 1974. 

No Effect 

The GATT economists make 
the print that in 1974 as well as 
in 1975 the rises in world ex¬ 
pert prices expressed in dollar 
terms for each year as a whole 
were not significantly affected 
by change in the exchange 
rate of the US dollar. in 
both 1974 and 1975 the effec¬ 
tive exchange rate of the dollar 
changed only by about one p:r 
cent as compared with the 
previous year, although there 
were wid:r fluctuations within 
the year. However, it should 
be borne in mind that all 
estimates concerning prices 
and volum: of foreign trad: 
are subject to wide margins of 
error, reflecting not only the 
possible distortions resulting 
from fluctuating exchange 
rates but also from the lots of 
precision in price measure¬ 
ment and. consequently, in the 
d:rived indices of volum:, in 
a p:riod of rapid inflation. 

World commodity output, 
the GATT estimates, declined 
in 1975 for the first time in 
the postwar period, by an esti¬ 
mated two p:r cent, this de¬ 
cline being smaller than the fall 
in world trade. 

In the last quarter of 1975, 
the upturn of demand and 
production which in the Uni¬ 
ted States and Japan had 
started during the second quar¬ 
ter becam: noticeable also in 
western Europ:. The decline 
of industrial production was 
reversed in the major Europ:an 
countries, with the exception 
of Italy and several smaller 
European countries. The gra¬ 
dual upswing in domestic de¬ 
mand in the United States in 
particular, mainly reflected 
the cessation of destocking, 
together with some recovery 
of private consumption ex¬ 
penditure. Fixed investment, 
which had been the most seve¬ 
rely affected category of de¬ 
mand during the recession, 
continued to decline in real 
terms. 


In the developing countries, 
agricultural production re¬ 
covered, in 1975, but data on 
industrial production (which 
had begun to decline later than 
in industrial countries) are 
still too sketchy to permit 
any appreciation of overall 
production trends in the 
latter months of 1975. Un¬ 
employment was much higher 
in 1975 than in previous cycli¬ 
cal downturns of the post¬ 
war period, and the dcgiec of 
capacity Utilization fell to an 
unprecedentedly low level. 
Even in the countries where 
production began to increase 
in the second half of the year, 
only a gradual recovery is in 
prospect and the social and 
economic problems related to 
the undei utilization of both 
the labour force and production 
capacity remain a major pre¬ 
occupation at the beginning 
of 1976. In the centrally-plann¬ 
ed economics the overall pro¬ 
duction growth slowed down 
in 1975 as a result of the fail 
in agricultural output, which 
was adversely affected by 
unfavourable weather. 

Moderate Decline 

World inflation tended to 
case somewhat during the 
second half of 1975 but in 
general remained considerably 
higher than in 1973. For in¬ 
dustrial countries as a whole 
the rate of increase of consu¬ 
mer prices, which had reached 
a p:afc in the last quarter of 
1974, declined in the course 
of 1975 but was still running 
at nine per cent in the fourth 
quarter. In the developing 
countries, although the rate 
of inflation of consumer prices 
in the last quarter of 1974 was 
more than double that of in¬ 
dustrial areas, the casing of 
inflationary pressure in 1975 
was only moderate, and during 
the third quarter consumer 
prices were still rising at a 
rate of more than 25 per cent 
over the corresponding period 
of the previous year, the GATT 
notes. 

For industrial countries taken 
together, industrial produc¬ 
tion had declined continuously 
from the second quarter of 
1974 to the second quarter 


of 1975 when it fell below its 
pre»boom level of eaily 1972. 
Though the downward move¬ 
ment was reversed during the 
second half of the year, for 
1975 as a whole it was about 
eight per cent less than in 
1974. the GATT says. 

Sectoral Pattern 

The changes in the sectoral 
attern of production which 
ad been noticeable during 
ihe preceding 15 years bad. 
continued during the boom 
but were less evident during 
the recession. For instance, 
between the. second quarter 
of 1974, and the second quarter 
of 1975, the decline of 13 per 
cent in production of textiles, 
cloth’ n.g, and footwear was 
about the same as in. the dyna¬ 
mic branches of machinery 
and chemicals. This can partly 
be explained by short-term 
developments on the demand 
side, private consumption ex- 
p:nditure having been affected 
less than investment in the 
recession. 

in the first half of 1975, the 
volum*: of imports of industrial 
countries declined much more 
steeply than the volum? of 
their exports. An important 
contributory factor to the 
sharper than anticipated fall 
in the volume of imports dur¬ 
ing the fitst half of 1975 was 
the pronounced downward 
adjustment of inventories, es¬ 
pecially those of raw mate¬ 
rials and semi-manufactures. 
The decline in the volume of 
exports had been cushioned 
by the sustained strong de¬ 
mand of developing countries 
and the centrally planned eco¬ 
nomics. 

In the gradual upturn occun - 
ing in world trade in the 
second half of 1975, the revival 
of imports of industrial coun¬ 
tries, was, as could be expect¬ 
ed, more pronounced than the 
upturn in their exports. None¬ 
theless for the year as a whole, 
the volume of industrial co\mt- 
ries’imports declined by nearly 
10 p;r cent, twice as much as 
the volume of exports. 

The dollar value of exports 
of industrial countries in- 
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creased by nearly six par cent 
in 1975, while that of imports 
stagnated. 

The aggregate trade deficit 
(c.i.f.-f.o.b.) of the industrial 
countries in western Europe, 
North America, and Japan, 
which hid reached 143 billion 
in 1974, contracted sharply 
to III billion in 1975. The 
combined trade deficit of the 
southern European countries, 
which had reached nearly $20 
billion in 1974, showed some 
ftirther increase in 1975, the 
GATT says. 

Marked Improvement 

The marked improvement in 
the trade position of the in* 
dustria! countries was almost 
entirely due to a shift in their 
trad 3 account with the deve¬ 
loping world. As exports to 
the oil exporting countries con¬ 
tinued to grow rapidly, while 
imports from them declined, 
the trade deficit of the indus¬ 
trial countries with the oil 
exporters diminished from 
$64 billion to $42 billion. In 
trade with the oil importing de¬ 
veloping countries, the ex¬ 
port surplus of the industlial 
countries nearly doubled to 
$23 billion in 1975, a nine per 
cent increase in the value of 
exports being accompanied 
by a slight decrease in imports. 

The trade balance (c.i.f.- 
f.o.b.) of the United States 
shifted from a deficit of $9.5 
billion in 1974 to a surplus 
of $5 billion in 1975. In trade 
with other industrial countries 
a deficit of $2.5 billion in 
1974 turned into an export 
surplus of $5 billion; the 
trade deficit with developing 
countries declined by more 
than $7 billion under the 
combined effect of a decrease 
in the deficit with the oil ex¬ 
porting countries (from nearly 
$12 billion in 1974 to $9 bil¬ 


lion in L975) and a rise in the 
export surplus with the oil 
importing developing count¬ 
ries (from $1.5* billion to $6 
billion). 

In the European Economic 
Community (EEC) the overall 
trade deficit was reduced from 
$17 billion in 1974 to $2 bil¬ 
lion in 1975, due to the decline 
by $19 billion in the trade 
deficit with developing count¬ 
ries. The deficit with the oil 
exporting countries diminish¬ 
ed from $32 billion in 1974 
to $18 billion in 1975, and 
the export surplus with the 
oil importing countries rose 
from $2 to $6 billion. In the 
Federal Republic of Germany 
the overall trade surplus was 
somewhat smaller in 1975 
($15.5 billion) that in L974 
($20 billion). In all the other 
EEC member countiies except 
Belgium, the trade deficit dec¬ 
lined between 1974 and 1975. 

Reduced Deficit 

Japan’s trade deficit was le- 
duccd from $6.5 billion in 
1974 to $2 billion in 1975. 
The deficit with developing 
countries was reduced by more 
than one half to $3.0 billion, 
largely due to the decline from 
$16 billion in 1974 to $12 bil¬ 
lion in 1975 in the deficit with 
the oil exporting developing 
countries. 

Canada’s trade deficit in¬ 
creased by $3 billion between 
1974 and 1975, and Finland, 
Norway, and Sweden also re¬ 
corded growing trade deficits, 
of about $L billion in each 
country. Switzerland, howr 
ever, reduced its trade deficit 
by more than $2 billion. 

As a result of the marked 
improvement in the balance 
of trade, the large 1974 current 
account deficit of the industrial 
countries had already turned 
into a surplus in the first half 


df 1975. During the second 
half of the year, however, the 
recovery of imports tended to 
reduce the surplus on current 
account of the industrial count¬ 
ries as a whole. 

Under the impact of the re¬ 
cession in industrial countries, 
the export earnings of deve¬ 
loping areas as a whole (in¬ 
cluding the oil exporting 
countries) declined by some six 
per cent in 1975 while imports 
are estimated to have increas¬ 
ed by about one-fifth. As a 
result, the combined trade 
surplus (f.o.b.-c.i.f.) of all 
developing countries was re¬ 
duced by about $45 billion, 
to $20 billion in 1975. 

Lower Earnings 

These aggregate figures con¬ 
ceal, however, important diffe¬ 
rences between the oil ex¬ 
porting and the oil im¬ 
porting developing countries. 
The export earnings of the 
oil exporting countries dec¬ 
lined by nine per cent, the sharp 
fall in volume being only partly 
offset by price increases an¬ 
nounced at the beginning of the 
last quarter of 1975. Imports 
continued to grow rapidly, by 
more than 60 per cent in value. 
The combined export surplus 
of this group of countries, 
while declining by about one- 
third, amounted to roughly 
$65 billion in 1975. 

Export earnings of the oil 
importing developing countries 
declined slightly in 1975. At 
the same time, these countries 
experienced a further rise in 
the average price of their 
imports. Despite a reduction 
in the volume of imports, the 
first experienced since 1958, 
the combined deficit of the 
oil importing developing count¬ 
ries widened further by roughly 
$10 billion to reach about $45 
billion in 1975. 


' International {reserves of 
those oil importing develop¬ 
ing countries for which data 
are available had recorded .a 
modest increase in 1974 and 
appear to have declined only 
slightly in 1975. This implies 
that for the second consecu¬ 
tive year their large current 
account deficit was financed 
through -capital inflow. A 
problem of growing concern 
to many developing countries 
has been that the proportion 
of external capital inflows di¬ 
rected to investment has been 
declining relatively to shorter- 
term capital inflows needed 
to finance current account 
deficits, the GATT notes. 

The value of exports from 
the centrally planned econo¬ 
mies is estimated to have risen 
by roughly 18 per cent in 1975 
and that of its imports by more 
than 20 per cent. As a result, 
the area’s overall trade deficit 
(f.o.b.-c.i.f.), which had reach¬ 
ed $5 billion in 1974, almost 
doubled in 1975. 

Expanded Exchanges 

Exchanges among countries 
of the Council for Mutual 
Economic Assistance (CMEA) 
expanded in 1975 by about 30 
per cent in value terms, roughly 
two-thirds of the increase be¬ 
ing accounted for by the 
strong upward readjustment of 
contractual prices in intra- 1 
area trade. CMEA imports 
from industrial market econo¬ 
mies rose in 1975 about as 
rapidly as those from within 
the area in value terms, whole 
CMEA exports to developed 
market economies are esti¬ 
mated to have increased by 
five per cent. 

Imports of the People’s Re¬ 
public of China from, and 
exports to industrial market 
economies, both increased in 
1975 by roughly five per cent: 

—IMF Survey 
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in 2000 AD 


NEW DSSjIU March 91 
(Samachar) — Substantial 
surpluses of agricultural pro¬ 
ducts, especially food* sugar 
and cotton, would bo avail¬ 
able for export by the turn 
of the century, acrordiiiK to 
on estimate of supply-demand 
made by the National Com¬ 
mission on Agriculture. 
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Banking: Handsome is 

as handsome does 

Given rrs historical background, the State Bank of India could easily have settled 
down to being the eminence grise of our commercial banking world. That, instead, 
it continues to be very much the prima donna is all to its credit. The compulsion 
of circumstances has no doubt played its part in this -process, but it would be 
churlish to deny that deliberate choice and judgment have also contributed consider¬ 
ably to the State Bank displaying shine and sparkle as a leading operator in our 
country’s banking revolution. 

The chairman, Mr R.K. Talwar, addressing the 21st annual general meeting of the 
shareholders of the bank held in New Delhi last week, was naturally keen on empha¬ 
sizing the dynamic elements in the functioning of the bank. He claimed credit for 
the bank’s philosophy of “innovative banking” which, he said, was something more 
than normal banking innovations. Here he was referring primarily to certain mental 
attitudes on the part of the State Bank leadership, which recognized that the bank 
was a community-based organization and should therefore take steps to blend its 
business goals with its social obligations. There is of course the saying that a cob¬ 
bler must stick to his last and it would be rash indeed to argue that this injunction 
has become outdated. Nevertheless, change is a law of life and even the making of 
shoes no longer remains the mere piecing together of bits of leather. Our bankers, 
therefore, should be allowed a certain measure of aggressive salesmanship in selling 
their innovative banking or even simply their banking innovations provided, of 
course, the wood is not overlooked for the trees. Any large or firmly established 
institution could always afford some fringe or even frivolous activities up to a point 
but its viability, however considered, must ultimately depend on its serving adequa¬ 
tely the particular purposes and needs which provide the primary rationale for its 
existence or functioning. 

Mr Talwar referred to the increase in the net profit of the bank from Rs 4.61 
crores to Rs 6.53 crores. He attributed this improvement to the revision, as from 
April 1970, of the rate at which the Reserve Bank reimbursed the State Bank for the 
latter’s costs on government business and the reversal of the trend of spiralling wage 
costs. The bank’s annual report for 1975 suggests an additional explanation: The 
bank’s Advance Rate was raised from 13.5 per cent to 14 per cent with effect from 
April 1, 1975, for meeting higher establishment costs and also keeping in view that a 
considerable margin existed between the bank’s prime lending rate and that of other 
leading banks in the country. It may occur to some of us that a healthier read¬ 
justment would have been for the other leading banks to move this prime lending 
rate down to the State Bank’s rather than for the latter to push its own rate up. 
Anyhow it is quite true that, despite the reversal of the trend of spiralling wage 
costs mentioned by Mr Talwar, higher establishment costs continued to be a strain 
on the profitability of banks as well as a significant element in what banking services 
cost a bank’s immediate clientele as well as the community at large. Quite clearly, 
the raising of productivity should be an important aim of management decisions or 
personnel policies in the banking industry. In particular, there is need for dealing 
firmly with the problem of surplus staff, if need be by freezing or at least drastically 
curtailing new recruitment for some time. 

Of relevance to this argument is Mr Talwar’s own discussion of the progress which 
the State Bank has been making in improving customer service at its branches. The 
emphasis here has been on eliminating time-consuming procedures through delegation 
of responsibility and the introduction of system of a limited self-supervision on the part 
of the clerical staff. Mr Talwar has spoken appreciatively of the gains flowing from 
the Teller System, which the State Bank as also some other banks have beta-operating 



for a few years now. He has pleaded for 
the extension of this system in a bold way 
and has suggested that bank manage¬ 
ments and bank employees should consult 
each other at the national level on the 
removal of difficulties in the way of the 
general adoption of the Teller System in 
the banking industry. One hurdle, accord¬ 
ing to him, has been the demands of 
staff for extra compensation and he 
points out that, once the concept of 
limited self-supervision is accepted in the 
interest of the employees themselves, the 
question of extra compensation need not 
arise. He denounces quite rightly “the 
straitjacket of past commitments regard¬ 
ing monetary compensation for every 
extra bit of responsibility*’ especially as 
“bank employees are better paid than 
most of their counterparts elsewhere." 

interbank cooperation 

The State Bank chairman has made a 
powerful plea for inter-bank co-opera¬ 
tion. Improvement of customer service 
is only one of the areas where such co¬ 
operation is necessary and would be 
highly profitable. Detailing other pos¬ 
sibilities for closer relationship among 
banks, he has mentioned consortium 
lending, sharing of developmental respon¬ 
sibilities under the Lead Bank Scheme, 
sharing of information about large bor¬ 
rowers, evolution of common norms for 
inventories and follow-up of credit, com¬ 
mon service conditions for staff and 
pooling of training and other facilities. 

Mr Talwar has done some frank speak¬ 
ing on the duty of each unit of the bank¬ 
ing industry to abide by the rules of the 
game and not to prejudice the long-term 
interests of the banking system. In 
attempting to attract deposits, for in¬ 
stance, banks, he pleads, should not re¬ 
sort to false or misleading advertisements 
or indulge in unfair trade practices. 
While there could be no objection what¬ 
soever to healthy competition, the State 
Bank chairman would like to go on re¬ 
cord “as deprecating such questionable 
tactics as are detrimental to the cause of 
banking.” Incidentally, one of the good 
consequences of questionable tactics 
being discouraged might be an increase 
of pressure on individual banks to seek 
legitimate competitive advantages 


through better customer service. 

In a useful passage in his speech Mr 
Talwar draws some lessons from the 
State Bank’s experience in the field of 
agricultural finance during the past seven 
or. eight years. The first lesson is to avoid 
scattered lendings, which confront the 
banks with the insurmountable problem of 
supervision and follow-up of credit. The 
second lesson flows from the first and 
underlines the value of the strategy adop¬ 
ted in 1971 by the State Bank of inten¬ 
sifying agricultural lending at selected 
centres through Agricultural Develop¬ 
ment Branches. By the end of 1975 the 
State Bank group had opened 216 bran¬ 
ches of this kind. The third lesson is that 
since the branches undertaking intensified 
agricultural lending are deliberately set up 
at centres which are intended to serve 
areas with preponderance of small far¬ 
mers, the canalisation of credit through 
approved intermediaries, in preference to 
direct lending to individual farmers, is 
absolutely essential if the overall cost of 
agricultural lending is to be kept within 
limits. The fourth lesson is that multi¬ 
purpose co-operative societies or farmers’ 
service societies should be promoted and 
encouraged to function as approved in¬ 
termediaries for canalising bank credit to 
farmers. This would help in integrating 
supply of inpuls, such as fertilizers and 
pesticides, and the provision of extension 
services or marketing facilities, with the 
agricultural lending operations. 

rural banks 

Mr Talwar has welcomed the scheme of 
Regional Rural Banks but advises that 
some precautions will have to be taken if 
they have to be fully successful in their 
purpose. For instance, the overlapping of 
activities amongst the various agricultural 
lending institutions operating in the rural 
areas should be avoided. Unproductive 
and wasteful competition has already be¬ 
come a problem here and the advent of 
Regional Rural Banks should not mean 
an aggravation of this unhealthy situation. 
Mr Talwar expects the Reserve Bank of 
India to take the initiative in organizing 
effective co-ordination of agricultural 
lending activity by the various agencies 
functioning in the countryside. He is also 
keen on correctives being applied to the 
high cost of agricultural lending. Thanks 


to unrealistic establishment costs, com¬ 
mercial banks are simply not in a posi¬ 
tion to avoid loss in the working of their 
rural branohes. Mr Talwar therefore con¬ 
siders it important that the offices of 
commercial banks established in the rural 
area and dealing primarily with agricul¬ 
tural finance should be enabled by suit¬ 
able legislation to recruit local staff on 
salary scales applicable to state govern¬ 
ment employees. 

lively ideas 

Mr Talwar is known for lively ideas on 
major issues of banking policy. It is there¬ 
fore rather disappointing that he has said 
nothing in his speech about such issues 
currently in debate as to whether the 
availability of bank credit has been acting 
as a constraint on industrial production. 
The governor of the Reserve Bank, Mr 
K.R. Puri, speaking in Madras a few days 
ago, said that, while manufacturing in¬ 
dustry had acquired an additional credit 
of as much as Rs 2,690 crores between 
March 1968 and December 1974, repre¬ 
senting an increase of 135 per cent, the 
index number of industrial output had 
increased only by 35 per cent during the 
same period. He found this worth em¬ 
phasizing “because the notion that large 
and medium industries are starved of 
credit on account of credit restraints and 
flow of credit to certain designated ‘prio¬ 
rity’ sectors is not borne out by facts.’’ Mr 
Puri went on to claim that studies had 
shown that “bank credit appropriated by 
large and medium scale industries has 
been somewhat disproportionate to their 
output increases during the last five to 
six years." Mr Puri may be right, but it is 
undeniable that the opposite view is also 
being widely as well as strongly held. In 
any case the Reserve Bank governor's 
rather summary way of disposing of the 
subject is not altogether convincing. 
Surely, something more is needed to clinch 
the issue than the casual juxtaposition of 
bald statistical artefacts which seems to 
have so impressed the governor of the 
Reserve Bank. Considering the impor¬ 
tance of this debate to the further course 
of the government’s monetary policy, 
bank chairmen will be doing a service to 
the community if they were to express 
themselves on the issues in an informed 
and frank manner. 
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Bank credit: costs and profits 


The recent attempts to achieve closer in¬ 
tegration of the structure of interest rates 
and beat a slow retreat from dear money, 
without appearing to do so, give room for 
hope that the transaction of commercial 
banking will be more helpfully completed 
in the coming months and the burden of 
interest charges on borrowers will become 
less onerous. The governor of Reserve 
Bank, Mr K. R. Puri, was perhaps think¬ 
ing of even a modest cut in the bank rate 
when he observed some time back that 
there was a wide spread between the Bank 
Rate and lending rates and the scheduled 
commercial banks should lower the latter 
without any change in the structure of de¬ 
posit rate. It was, of course, possible to 
effect a reduction in average lending rates 
of individual banks even without a dec¬ 
line in the Bank Rate and downward ad¬ 
justments in deposit rates. As the spread 
between the bank rate and the average 
lending rates of even major banks had 
widened to 7 per cent from only 4i per cent 
in 1970, it should have been logically 
expected that member banks would be 
in a position to function even on the basis 
of smaller margines as aggregate deposits 
have more than doubled in the past six 
years and there has also been a keen de¬ 
mand for funds resulting in a high credit- 
deposit ratio. 

no improvement 

The profitability of working of different 
banks, however, did not show any signs 
of improvement until recently as working 
expenses were rising at an unprecedented 
rate on account of higher emoluments to 
bank employees and heavy losses incur¬ 
red on the opening of new branches. There 
was also inefficient use of cash resources 
and no special anxiety to effect economies 
in working expenses. However, the posi¬ 
tion is now vastly different not because 
there has been improvement in operating 
efficiency but due to the fact that the pace 
of opening new branches has slowed down, 
a larger base has been created and the los¬ 
ses sustained on running new branches 
are considerably less than before because 


the earlier offices are coming out of the 
red. There has also been a phenomenal 
growth in deposits in 1975 while on the 
plea of discouraging borrowing even the 
major banks have not any compunction in 
levying higher interest rates even if they 
were usurious. There were also heavier 
service charges with monthly rests in inte¬ 
rest charges in the bargain. 

feeble attempt 

Only a feeble move has been made for 
lowering interest rates on advances with 
a fixation of a ceiling of 16.5 per cent on 
loans extended by major banks inclusive 
of the levy of the government. Even so it 
was estimated that over 15 per cent of ad¬ 
vances will derive the advantage of lower 
interest rates. It was of course stated 
that no upward or downward adjustments 
were to be effected down the line between 
the minimum rate of 12.5 per cent and 
the new ceiling rate of 16.5 per cent. At 
the conference of chief executives of major 
banks with the governor of the Reserve 
Bank, there seems to have been opposition 
to a downward adjustment in advance 
rates without a lowering of the Bank Rate 
or other adjustments on the plea that 
working expenses have gone up inordina¬ 
tely and any loss of income would result 
even in the emergence of net loss for some 
banks. These fears are obviously exag¬ 
gerated as the working results for 1975 
of many banks have been highly encourag¬ 
ing and published figures for 1975 in many 
cases have disclosed a big increase over 
1974 even after strengthening substantially 
inner reserves and writing off bad debts. 

The Reserve Bank has also streamlined 
the structure of interest rates for long term 
loan with fixation of a ceiling of 15 per cent 
for these types. As the government has 
recently announced that there will be no 
levy on incomes of the banks derived 
through loans for long terms the lending 
institutions will not be penalised as only 
small concessions are involved. However, 
there is no bar to the fixation of lower in¬ 
terest rates by individual banks. Special 


committees are also being appointed for 
examining the question of penal rates and 
the revision of service charges. Mean¬ 
while, the Indian Banks Association has 
decided that the ceiling for inter-bank 
borrowing for overnight-money should be 
lowered to 12.5 per cent from 15 per cent 
and there should be no attempt to by-pass 
regulations by paying higher rates for 
notice money. New rules have been presr 
cribed for this purpose. 

These developments are certainly hear¬ 
tening and the borrowers may probably be 
in a better position to bargain with bankers 
as there are definite indications to suggest 
that the adjustments to the new situation 
arising out of the international oil crisis 
and world inflation have been largely com¬ 
pleted and it may not be necessary to bor¬ 
row further heavily for maintaining nor¬ 
mal inventories if the present healthy ttend 
in wholesale prices remains in evidence. It 
will not, however, be out of place to men¬ 
tion that there is an erroneous impression 
in some quarters about the incidence of in¬ 
terest charges on working expenses and 
profit margins. It has sought to be ex¬ 
plained away that interest charges as a 
proportion of total turnover are not more 
than 3 - 4 per cent and higher interest rates 
as such have not had any devitalising effect 
on the working of industrial units. 

decline In earnings 

Analyses of profits of industrial units be¬ 
fore interest charges and after depreciated 
for the past two years show that in parti¬ 
cular cases, net earnings before taxation 
and after interest charges and depreciation 
have declined by 25 to 50 per cent in 1975 as 
compared to 1974 even with a larger turn¬ 
over. The chairmen of some major indus¬ 
trial units have gone on record saying that 
even for the same level of inventories much 
higher interest charges have to be borne 
because of higher interest rates and the 
*'disappointing" working results were 
mainly due to this factor. It is time this 
aspect of the question was better under¬ 
stood and there was a more determined re¬ 
treat from dear money leading ultimately 
to a reduction in the bank rate. 

The banking system is not experiencing 
the same pressure now as it did in the past 
two years when there was a galloping rise in 


EASTERN ECONOMIST 


739 


April 9,1976 



prices and advances and available resour¬ 
ces have been rationed. The difficulty, if 
nciy, now is on account of massive expan¬ 
sion of food credit and heavy accumulation 
of stocks of fertilisers, non-ferrous metals 
•and other items due to huge imports and no 
significant improvement in internal off¬ 
take. In the twelve months ended March 
19, 1975 the incremental ratio of non-food 
credit to fresh deposits was little over 50 
per cent in spite of seasonal increases in 
advances of the scheduled commercial 
banks. Thus, against the growth in depo¬ 
sits of Rs 2,141 crores during the period 
under reference, non-food credit ro&e by 
only Rs 1,116 crores. The proportion was 
much higher in the previous 12-month 
period, though the aggregate rise in ad¬ 
vances was of the same order. It is neces¬ 
sary, however, to remember that the in¬ 
crease in non-food credit in the past twelve 
months would not have been so pronoiin- 
oed but for an accumulation of stocks of 
ifertilisers, non-ferrous metals, petroleum 
products and other items. There would 
Jiave been actually a smaller rise but for 
these 3 excess stocks. There are also signs 
of earlier high priced inventories being 
replaced by less costly imports, while funds 
locked up in excess stocks are likely to be 
released in the coming months with an in¬ 
crease in offtake, pruning of imports and 
larger plant outlay. 

buffer stocks 

The government may, perhaps, have to 
decide in the not too distant future about 
the manner in which buffer stocks should 
be financed as total interest charges are 
bound to be prohibitive if average buffer 
stocks remain at high levels, as they are 
likely, if a fairly satisfactory output is secu¬ 
red also during the 1976-77 agricultural 
season. On March 19, 1975 outstanding 
food credit stood at Rs 1,457.73 crores 
against only Rs 414.22 crores. This big 
rise in food credit was responsible for an 
increase in aggregate advances in 12- 
months by Rs 2,160 crores against addi¬ 
tions to deposits of Rs 2,141 crores. As 
higher statutory liquidity and cash reserve 
ratios had to be observed, cash balances 
and money at call have increased by Rs 
151 crores and investments in government 
securities and treasury bills alone by Rs 475 
crores. It became, necessary, therefore 


for member banks to borrow as much as 
Rs 887 crores from the Reserve Bank and 
refinance facilities against food credit ac¬ 
counted for as much as Rs 787 crores out 
of this total. This clearly shows that but 
fdr lieavy expansion of food credit, the 
banking system would not have found any 
need for borrowing from the Reserve Bank. 
Even this borrowing has been inflated by a 
higher cash reserve ratio. While banks 
may not be keen on extending food credit 
on preferential basis under different cir¬ 
cumstances, they have now a good oppor¬ 
tunity for employing their funds more 


Whatever the reasons for delinking the 
Industrial Development Bank of India 
(IDBI) from the Reserve Bank of India, 
it is undeniable that the IDBf will be 
called upon to shoulder increased res¬ 
ponsibilities in the coming years as the 
apex financial institution in the country. 
Besides the coordination of the activities 
of other financial institutions, it will 
have to support boldly the schemes for 
hastening the process of industrialisation 
keeping in view the objectives which the 
government has set before itself. At a 
press conference in Bombay recently, the 
new chairman of the IDBI, Mr Raghu 
Raj, emphasised the role of the IDBI 
“as an innovator imparting new direc¬ 
tions in the sphere of industrial finance”. 
What changes Mr Raj will be able to 
initiate as an innovator remains to be 
seen. All that could be gleaned from his 
speech at the above-mentioned press 
conference was that the IDBI would 
spare no efforts in contributing its mite to 
the success of the 20-point programme, 
particularly increased assistance to small 
and new entrepreneurs and to enterprises 
located in backward regions of the 
country. 

The IDBI, guided as it was by ex¬ 
perienced bankers in the past 11 years, 
had given a good account of its perfor¬ 
mance. 

As shown in the table on page 741, its 
gross sanctions had risen from Rs 54.6 
crores in 1964-65 to Rs 356.1 crores in 


remuneratively. Even excluding refinance 
facilities, about Rs 670 crores has been used 
out of owned fluids for providing food cre¬ 
dit. This figure will increase substantially 
in the coming months with intensive pro¬ 
curement of wheat. The government can 
probably think of segregating buffer stocks 
which involve borrowing from RBI for 
member banks, and financing them with 
created currency. There can then be a 
lowering of the interest burden and there¬ 
fore the cost of subsidy. The develop¬ 
ments in the money market in the next few 
months are bound to be interesting. 


1974-75. Consequently, cash utilisation 
multiplied almost eight times during the 
period under review from Rs 28.0 crores 
in 1964-65 to Rs 213.0 crores in 1974-75. 
And in achieving a now peak in its opera¬ 
tions every year, it did attempt the use 
of its resources in socially desirable 
channels. For instance, it encouraged 
technician-sponsored projects and exten¬ 
ded a credit of Rs 3.2 crores to six such 
projects in 1974-75. The total number of 
such projects which had received direct 
assistance from the IDBI was 21 with 
financial commitment of the order of 
seven crores of rupees. Also, the back¬ 
ward regions of the country received 
special patronage in the sense that units 
located in them were given direct assis¬ 
tance of Rs 148.9 crores out of which 
assistance on concessional terms was 
nearly Rs 80 crores. 

The IDBI extended the sphere of 
its operations by providing refinance 
assistance to state financial institutions, 
rediscounting assistance to public utili¬ 
ties, subscribing to the shares and 
bonds of other financial institutions, 
export assistance under the various export 
finance schemes, and financial assistance 
to small-scale industries and public and 
joint sector units. Thus, the new board 
of directors has taken over a very well- 
managed financial institution which has 
all the possibilities of further growth and 
which is expected to play a dynamic part 
in the generation of new resources for 


IDBI restructured 
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economic development of far-flung areas 
in the country. 

The credit for providing risk capital to 
non-traditional industries for the first 
time in this country goes to the ICICI 
which was set up in 1955 to channelise 
development finance for meeting the re¬ 
quirements of private sector industries. 

It provided both rupee and foreign ex¬ 
change resources for units which had 
been sanctioned under the economic 
plans chalked out by the Planning Com¬ 
mission. Adequate profitability alone was 
not the criterion adopted for advancing 
fluids even though it was known that it 
would help the ICICI in the realisation 
of the credits and further expansion of its 
operations. Other considerations such as 
the generation of employment opportuni¬ 
ties, increase in export possibilities and 
all-round growth of industries in the 
country were also taken into account. 

risk element 

In a recent sample study by the ICICI 
it was shown that of 626 companies 
assisted by it no less than 117 companies 
were non-profit making. The number of 
companies which declared no dividend in 
1973-74 was 261, including both public 
and private limited companies. The risk 
element in financial assistance provided by 
the ICICI was thus of no mean order but 
it needs to be stressed that this organisa¬ 
tion was called upon to provide some¬ 
thing more than financial support alone 
as many of the entrepreneurs had no ex¬ 
perience of managing industrial enter¬ 
prises; most of them had shifted to this 
branch after some experience in trading 
or civil service or technocracy. 

It is well that the IDBI has taken the 
decision to decentralise its operations by 
delegating wide powers to the regional 
and branch offices. Regional offices at 
Calcutta and Madras have been upgraded 
to the level of the New Delhi office and a 
new office at Ahmedabadis proposed to 
be opened to cover the western region. 
It is expected that the decentralisation of 
functions will expedite both refinance 
assistance and the bill rediscounting 
scheme in addition to hastening the 
disposal of other work. This is perhaps 
the first innovation which the new 


management has introduced. 

However, it should not mean any laxity 
in the scrutiny of projects leading to 
ill-advised investments. Pressures, will 
have to be countered for healthy growth 
of the IDBI operatious. Mr Raghu Raj 
and his colleagues will have to steel them¬ 
selves against all influences. 

Mrious mistake 

A serious mistake which has been usua¬ 
lly made in this country is that deve¬ 
lopment of backward areas is associated 
only with industrialisation. It has been 
proved both in our country as well as in 
other developing countries that the estab¬ 
lishment of highly-technical industrial 
units in backward areas was not con¬ 
ducive to the rehabilitation of the people 
of those areas as they could at best fill in 
the most menial jobs. Instead of pro¬ 
moting harmony and progress in these 
areas, the industrial units tended to 
create dissension because of the import 
of highly paid technical hands from other 
parts of the country. This aspect of the 
problem was very well brought out by 
Dr H.R. Machiraju in Eastern Econo • 
mist of April 2, 1976 (p. 705). He was 
right when he concluded his article by 
saying that "backwardness then has to be 
fought on several fronts, not only on the 
industrial front”. The economic pro¬ 
gress of Punjab and Haryana in recent 
years had clearly demonstrated that they 
could rise to the top positions in per 
capita income despite their being the 
least industrialised states. 

That the government of India is keen 
to see rapid expansion in the operations 
of the IDBI is clear from the provision 
made in the budget for 1976-77 accord¬ 
ing to which the surcharge on ccrporate 
profits would be deposited with the IDBI 
for a period of five years. Understand¬ 
ably, the new chairman is elated with 
this move and has expressed the hope 
that the "government will similarly come 
forward with measures which would 
augment our resources from time to time 
on a steady basis”. Hitherto, the IDBI 
has received all the financial assistance 
that it required from the government and 
to a small extent only it has succeeded 


in raising funds through bonds or de¬ 
bentures. In the coming years, it should 
through its performance carve out a 
special {dace in the capital market of the 
country and should increasingly rely on 
the debenture market for fresh ftmds. 

Also, the IDBI must energise its 
machinery for the repayment to it of 
part assistance which continued to be 
one of the major sources for its financing 
operations. In 1974-75, out of the total 
ftinds of Rs 272.8 crores at the disposal 
of the IDBI for distribution, Rs 98.8 
crores had accrued through the repay¬ 
ments of loans. It is essential that the 
units which have drawn sustenance from 
the IDBI remain in health and regularly 
return the scheduled credits so that they 
could be of use to the new, deserving 
units. 

limping units 

Discussing the functioning.of the Do¬ 
mestic Finance Wing of the IDBI, Mr 
Raj emphasised the task of assisting the 
limping units in such industries as tex¬ 
tiles, engineering, cement and sugar that 
might be referred to the IDBI by the 
government. Said Mr Raj: ''Special 
attention will be paid to those assisted 
units which show symptoms of sickness. 
The emphasis will be on prevention 
rather than cure.” 

In the setting up of new units, pre¬ 
ference is currently being given to those 

Trends in IDBI's Operations: 

1964-65 to 1974-75 

(Rs crores) 


Sanctions* Cash utilisa- 


juiy- 

June 

Gross 

Effective 

lion 

1964-65 

54.6 

48.6 

28.0 

1965-66 

70.1 

62.5 

51.1 

1966-67 

81.0 

54.2 

59.3 

1967-68 

44.9 

39.7 

44.7 

1968-69 

74.0 

62.0 

48.7 

1969-70 

73.2 

60.6 

52.2 

1970-71 

137.0 

122.5 

79.7 

1971-72 

176.0 

160.9 

93.9 

1972-73 

157.9 

132.2 

106.5 

1973-74 

228.6 

213.7 

162.2 

1974-75 

356.1 

351.4 

213T0 


* Excluding guarantees. 


APJU&9,1976 


MSimN BCONOMOT 


741 



which have export possibilities. Once a 
project has been cleared by the ministry 
of Industry and Civil Supplies, it is 
essential that all red tape should be cut 
out so as to accelerate its establishment 
by reducing the waiting period from five 
to three years. The IDBI can play a use¬ 
ful role in this regard. The chairman of 
the IDBI has no doubt restructured the 
Export Department so that it may func¬ 
tion as a true Export Bank. The per¬ 
formance of this department in the com¬ 
ing years will demonstrate how far the 
chairman has been successful in this 
mission. As it is, the IDBI was doing 
very well in this regard. In 1974-75, the 
utilisation of export assistance at Rs 18.8 
crores had more than doubled from 
Rs 7.7 crores in 1973-74. 


Two of the four southern states—'Tamil 
Nadu and Karnataka have proposed fresh 
taxation to net an additional revenue of 
Rs 20.25 crores. It may be relevant to 
point out that these two states had pro¬ 
posed additional taxation of Rs 18.05 
crores last year too. The other two 
states--Andhra Pradesh and Kerala— 
appear to be in relatively comfortable 
position even without new taxes. Last 
year also these two states had tax-free 
budgets. In fact, Kerala's minister for 
Finance, Mr K. M. Mani, has presented a 
package of taxation reliefs and a series 
of social welfare measures. In spite of 
this increased financial commitment, 
Kerala has only a marginal deficit of 
Rs 73 lakhs on revenue account. Andhra 
Pradesh has a surplus of Rs 39.74 crores 
on revenue account, though the capital 
budget has rendered the state's overall 
position to a deficit of Rs 42.69 crores. 

The new taxation proposals in 
Karnataka envisage a rise in the rates of 
sales tax on certain categories of products 
and the levy of purchase tax on sugar¬ 
cane payable by the khandsari units to 
yield two crores of rupees. Additional 
tax of Rs 1.50 crores is to be levied on 
mtertainments. Increase in stamp duty 
>n conveyances and mortgages will secure 


It i$ heartening to know that the 
Narasimhan Committee, which examined 
the working of the IDBI recently, has 
urged that the bank should not take 
more than six months for processing ap¬ 
plications for loans to industrial pro¬ 
jects. The committee had noted that in 
extreme cases the IDBI had taken as 
many as 21 months to process an appli¬ 
cation for loan. Understandably, much 
depended upon the preliminary prepara¬ 
tion made by the promoter before sub¬ 
mitting the application to the IDBI but 
once the bank was approached, it must 
not take unduly long to decide for or 
against the project. The suggested period 
of six months should be deemed as the 
upper limit and not the norm for this 
purpose. 


Rs 1.75 crores and enhancement of edu¬ 
cation cess and health cess will yield Rs 
2 c/ores. The introduction of profession 
tax on a statewise basis will bring in Rs 
4 crores. These five proposals will net 
an additional Rs 11.25 crores. The 
mobilisation of the fresh resources for 
1976-77, however, will be Rs 17.25 crores. 
Three measures already before the legis¬ 
lature, namely, extension of argicultural 
income tax, urban land tax, and the 
revision of water rates are estimated to 
bring in Rs 5 crores. Another sum of 
Rs one crorc is expected through improv¬ 
ed collection of water fate and better¬ 
ment levy. Mr Y. R. Ghorpade, 
Karnataka minister for Finance, has right¬ 
ly pointed out that some suitable effort 
to marshal additional resources was inevi¬ 
table as sights had been set high in 
respect of development programme during 
the year. 

Last year Karnataka has increased its 
imposition on farm sector. Agricultural 
income tax in Kafnataka existed even be¬ 
fore 1975-76 (n incomes arising from some 
specified commercial crops. The state 
government, however, had proposed last 
year to extend this tax to all crops so that 
irrespective of the nature of crop, all 
agricultural incomes were brought under 


a progressive system of taxation. This 
measure was^xpected to yield an addi¬ 
tional revenue of Rs 3.5 crores in 
1975-76. 

Special assessment 

In Tamil Nadu, the fresh taxation pro¬ 
posals include enhancement of the motor 
vehicles tax and an additional water cess 
of Rs 10 to Rs 12 per acre on lands using 
water from class II and Class I sources 
respectively. Mr C. Subramaniam, the 
union minister for Finance, who present¬ 
ed the budget to the Lok Sabha, propos¬ 
ed the introduction of a special assess¬ 
ment for commercial crops at the rate 
of Rs 25 per aero for grapes, sugarcane, 
plantation, coconut, betel and turmeric 
and Rs 15 per acre for tobacco, 
chillies, irrigated cotton and irrigated 
ground nut. As this levy would cons¬ 
titute a small part of the net income 
of farmers who grow remunera¬ 
tive cash crops, it is not likely to be 
resented. These taxation measures have 
become necessary because as a result of 
the policy of total prohibition the state 
has been losing over Rs 50 crores every 
year. Moreover, the minister has also 
olfered some much wanted reliefs for 
industry and the consumers. Reductions 
have been announced in sales tax on 
cotton yarn sold outside the state, on dry 
cells and on passenger cars with exemption 
from central sales tax for passenger cars 
and light diesel vehicles exported from the 
state. Exemption has also been proposed 
for note books and pencils from the 
present multipoint sales tax of four per 
cent. 

Andhra Pradesh proposes to cover the 
deficit by better collection of revenues, 
especially arrears and through increased 
central assistance. Already the state has 
shown considerable buoyancy as a result 
of which there has been a sharp increase 
in its revenue receipts from Rs 575.36 
crores in 1975-76 to Rs 656.15 crores in 
1976-77, mainly due to the increase in 
the state’s own revenues. The increase 
in its share from the central taxes has 
followed the sixth Finance Commission's 
recommendation regarding the sharing 
of auxiliary excise duties also from 
1976-77 between the centre and the states. 


New taxes in Tamil Nadu, Karnataka 


3ASTORN ECONOMIST 


742 


APRIL 9 , 1978 



Moreover, the state expects 10 per cent 
increase in the centre's contribution for 
the state’s annual Plan for 1976*77. 

Kerala state is expecting an additional 
revenue of Rs 1.6 crores out of the anti* 
cjp&ted yield of Rs 5.6 crores from the 
state’s package of measures relating to 
sales tax. agricultural income*tax and 
plantation tax. This follows from the 
fact that only an amount of Rs 4.00 crores 
will go to finance the welfare measures 
announced in this year's budget. Besides, 
the state had been informed by the 
centre about an improvement of Rs 4.90 
crores in the state’s share of central taxes 
this year and in the coming year put 
together. Another Rs five crores are to 
become available through collection of 
arrears of taxes and exercise of strict 
financial control. This total amount of 
Rs 11.50 crores will convert the overall 
deficit of Rs 4.30 crores in the financial 
transactions of 1976*77 to a surplus of Rs 
7.20 crores, and the year-end deficit would 
also come down from Rs 40.9 crores to 
Rs 29.4 crores. Still adequate financial 
adjustments will have to be sought from 
the centre to take care of the state's ways 
and means position. 

equitable tax 

One of tlie tax relief measures announc¬ 
ed by the Kerala Finance minister provides 
for enhancement of the exemption limit of 
agricultural income-tax from Rs 5,000 
to Rs 8,000 and reduction of the tax 
rates on par with the central income-tax 
rates prior to the recent announcement 
by the union Finance minister. The 
surcharge rate is also to be equalised. 
These relief measures provide a benefit 
of nearly Rs one crore to the agricul¬ 
turists of the state and also make the 
tax more equitable. In addition, the 
assessment procedure is to be simplified 
so that the tax liability of agriculturists, 
with income below Rs 25,000 will remain 
in force for three years, after having been 
assessed with reference to income for the 
previous year. A prevision has, however, 
been made that if in the meantime the 
income increases or declines by over 15 
per cent, the government or the tax 
payer will have a right to move fo t a 
reassessment of the tax liability. 


An important feature of the Tamil 
Nadu budget is the stepping up of the 
state's annual Plan outlay for 1976-77 
from the earlier proposal of Rs 177 
crores to Rs 201 crores. The increase of 
Rs 24 crores will be mainly in agricul¬ 
ture, irrigation and power. Industry, 
drinking water supply, slum clearance 
and welfare of Harijans and backward 
classes also receive more attention. The 
Plan outlay of Rs 201 crores represents 
a significant increase of 40 per cent over 
the Plan outlay of Rs 142 crores for 
1975-76. The outlay for the power 
sector is being increased to Rs 70.18 
crores against Rs 41 crores in 1975*76. 
The annual Plan provides Rs 34.5 crores 
for the first phase of the Tuticorin power 
project, which is expected to add 420 mw 
by 1979-80. An advance of central 
assistance of Rs 27 crores is to be pro¬ 
vided for this project in recognition of 
the high priority accorded to power in 
the state. In the enhanced Plan outlay, 
Rs 5 crores have also been provided 
for the Pandiar-Punnampuzha hydel 
project. 


Andhra Pradesh has already increased 
the outlay on the state’s plan for 1975*76 
from Rs 153.68 crores in the original 
budget to Rs 203.30 crores. Taking into 
account the provision for centrally 
sponsored schemes (Rs 24.89 crores) and 
special development schemes (Rs 20 
crores), the total developmental outlay in 
1976-77 is likely to be around Rs 238 
crores. This state also has provided 
priority to power by setting aside Rs 
90 crores. A sum of Rs 61 crores has 
been provided for irrigation, Rs 33 
crores for social services, Rs 25 crores 
for transport and communications and 
Rs 16 crores for agriculture. 

In Kerala, about Rs 56 crores out of 
the Rs 111.5 crores provided for in the 
state’s annual plan for 1976-77, has been 
allocated for schemes under the new 
economic progiamme enunciated by the 
prime minister. The state .also pro¬ 
poses to set up a science research fund 
to encourage research by individuals and 
institutions by giving grants to scientists 
for research. 


STC's performance 


Notwithstanding the fact that the State 
Trading Corporation group as a whole 
and STC individually could not achieve 
the overall turnover targets fixed for 
them for the 1975-76 financial year, their 
performance during the year cannot be 
underrated in view of the difficult global 
trading conditions in which they had to 
operate. 

According to the provisional figures 
released on March 31 by the STC chair¬ 
man, Mr Vinod Parekh, the group as a 
whole could raise its turnover by 20 per 
cent—from the 1974-75 levd of Rs 979 
crores to Rs 1,082 crores. The target 
set was Rs 1,119 crores. In the case of 
STC, the turnover aggregated to Rs 970 
crores, as against the target of Rs 1,000 
crores. Apart from STC, the other unit 
in the group which failed to register an 
increase in turnover to the target level 
was the Cashew Corporation which 
could record a turnover of Rs 40.1 


crores, against the target of Rs 46.8 
crores. The Handicrafts and Handloom 
Corporation (HHEC) as well as the 
Projects and Equipment Corporation 
(PEC) could approximate their targets of 
Rs 31 crores and Rs 41.12 crores, the 
actual turnovers of the two corporations 
being Rs31.2 crores and Rs 41.1 crores 
respectively. 

Profits-wise, all the four units have 
shown results better than the budget 
estimates. The gross profit of STC is 
estimated to have been Rs 22.3 crores— 
Rs 3.3 crores more than the budgeted 
figure of Rs 19 crores—that of Cashew 
Corporation Rs 4.5 crores as against Rs 

3.7 crores, of PEC Rs 1.4 crores as 
against Rs 1.3 crores and of HHEC Rs 

2.7 crores as against Rs 2.3 crores. For 
the group as a whole, the gross profjt at 
Rs 30.9 crores exceeded the budget esti¬ 
mate of Rs 26.3 crores by Rs 4.6 crores. 
The net profits of the four units before 
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tax are estimated at Rs 17.4 crores, Rs 
4.8 crores, Rs 50 lakhs and Rs 30 lakhs, 
respectively. Whereas these profits equal* 
led the budget estimates in respect of 
PEC and HHEC, they showed an impro¬ 
vement over the estimates in the case of 
STC and Cashew Corporation which 
were Rs 13.6 crores and Rs 3.9 crores. 

net profit 

For the group as a whole, the net profit 
before tax at Rs 23 crores was higher 
than the budget estimate of Rs 18.3 crores 
by Rs 4.7 crores. The net profit after tax 
too has shown similar trends. In case of 
STC, it is estimated to have amounted to 
Rs 6.1 crores, as against the budget esti¬ 
mate of Rs 4 crores. The Cashew Cor¬ 
poration has yielded Rsl.4 crores, as 
against Rs 1.2 crores. The PEC and 
HHEC have recorded net profits after tax 
equal to other budgeted figures of Rs 20 
lakhs and Rs 30 lakhs. The overall net 
profit after tax for the group comes to 
Rs 8 crores, compared to the budget esti¬ 
mate of Rs 5.7 crores. The net profits of 
the four units after tax (Rs crores) in the 
years 1974-75 and 1973-74 had been as 
follows: STC 6.4; 4.2, Cashew Corpora¬ 
tion 1.3, 1.2; PEC 0.1, nil; and HHEC 
0 . 2 , 0 . 2 . 

The most noteworthy feature of the 
operations of the four units has been 
that the export targets set for them have 
been either equalled or somewhat impro¬ 
ved. The STC was working to an export 
target of Rs 731 crores as against Rs 
558.6 crores and Rs 272.8 crores exports 
recorded in the previous two years. Its 
exports in 1975-76 are provisionally 
stated to have gone up to Rs 756 crores. 
Indications are that the actuals may 
show a further increase by at least Rs 10 
crores. The Cashew Corporation earned 
in 1975-76 through exports nearly Rs 1.6 
crores, as against the target of Rs 30 
lakhs and the previous two years’ earn¬ 
ings of Rs 20 lakhs and Rs 70 lakhs. The 
PEC was able to step up its exports from 
Rs 9.6 crores in 1973-74 to Rs 19.6 crores 
in 1974-75 and to as much as Rs 32.6 
crores in 1975-76. At this level, its ex¬ 
ports during the year just gone by fell 
short of the target by just about Rs 10 
lakhs. The exports of HHEC in 1975-76 


amounted to Rs 30.9 crores, as against 
the target of Rs 31 crores and the actual 
exports of Rs 26.5 crores in 1974-75 and 
Rs 20.1 crores in 1973-74. 

The major shortfalls from the budgeted 
turnovers have been shown by STC and 
Cashew Corporation on the import side. 
The STC imported in 1975-76 goods 
worth Rs 211 crores, as against the budget 
estimate of Rs 265 crores and the actual 
imports of Rs 231.9 crores in 1974-75 
and Rs 206 crores in 1973-74. The im¬ 
ports of Cashew Corporation fell short of 
the budget estimate of Rs 46.5 crores by 
Rs 8 crores. At Rs 38.5 crores, the 
1975-76 imports of this corporation were 
marginally higher than those in the pre¬ 
vious two years which were of the order 
of Rs 36.4 crores and Rs 34.1 crores, 
respectively. The PEC was able to match 
its performance on the import side to the 
budget estimate of Rs 8.5 crores, which 
compared with Rs 7.8 crores imports 
in 1974-75 and Rs 8.8 crores imports in 
1973-74. The HHEC imported materials 
worth Rs 10 lakhs, although the budget 
estimate did not contain any provision 
for it. No imports were effected by 
HHEC in the previous two years. 

domestic trade 

The domestic trade of the four units 
has been very limited all through their 
existence, since they are primarily meant 
for external trade. It was of the order of 
Rs 3 crores in the case of STC and Rs 20 
lakhs in the case of HHEC. 

The shorfall in the overall turnover 
from the budget estimate in the case of 
STC need not cause any concern since 
owing to decline in prices, the physical 
volume of imports has been more or less 
maintained. Further, imports have to 
be effected according to the needs of the 
clients. In the case of Cashew Corpora¬ 
tion, however, the story is different. As a 
result of processing facilities being set up 
in the east African countries from where 
raw cashew imports are being effected, 
these imports are becoming more and 
more difficult. Although every effort is 
being made to continue imports to rea¬ 
sonable levels, the prices quoted by the 
suppliers arc not conducive to mainte¬ 


nance of purchases. The corporation, 
therefore, is trying to step up indi¬ 
genous production through getting some 
southern states interested in the establish¬ 
ment of new cashew plantations. Some 
difficulties in the operations of the Cashew 
Corporation, thus, cannot be ruled out in 
the immediate future, till domestic pro¬ 
duction is augmented. 

satisfactory performance 

On the exports side, the performance 
of the group as a whole can be termed 
satisfactory if note is taken of the fact 
that due to recession in world markets, 
larger quantities had to be shipped to keep 
up earnings. The most significant develop¬ 
ment has been that non-canalised exports 
have been stepped up during 1975-76 by 
as much as 72 percent—from Rs 36 crores 
in 1974-75 to Rs 62 crores. The new pro¬ 
ducts added to the list of exports were 
silver, linseed oil and HPS groundnuts. 
The sales of army software, finished 
leather, readymade garments, processed 
foods, chilled meat, tobacco and molasses 
were stepped up. The biggest earners of 
foreign exchange for STC in 1975-76, as 
in the previous year, of course, continued 
to be sugar (Rs 467 crores) and leather 
and leather goods (Rs 165 crores). The 
proceeds from the exports of these two 
items even exceeded the budget estimates 
for the year by Rs 57 crores and Rs 10 
crores, respectively. Compared to 1974-75, 
the above exports were higher by Rs 
153 crores and Rs 30 crores. The other 
exports which recorded sizeable im¬ 
provements were those of oils and fats 
and processed foods. The former too 
exceeded the budget estimate, though the 
latter could not come up to expectations. 
Cement and salt exports as well registered 
good improvement. 

Destination-wise, exports could be 
stepped up not only to west Asia but also 
to the United States of America and 
western Europe. Both western Europe and 
the the USA bought larger quantities of 
sugar as well as several other products. 
New markets were found in several areas. 
Fot instance, Iraq became a major new 
buyer of rice and sulphate-resistent 
cement. Orders for shoe components were 
placed by the German Democratic Re- 
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public and Finland for the first time. 
South-east Asia became a substantial 
buyer of salt. 

Contrary to the past practice, the STC 
chairman, of course, has not as yet in* 
dicatcd the targets for 1976-77. They are 
stated to be still under consideration. The 
most encouraging effort envisaged to be 
made by STC during 1976-77, however, is 
at stepping up non-canalised exports to a 
much greater extent than has been the 
case hitherto. Sugar exports are expected 
to decline because of fears of lower pro¬ 
duction during the current crushing season. 
But this shortfall may be made up by 
larger exports of textiles and processed 
foods. Exports of textiles as well as jute 
goods suffered sizeable setback in 1975-76, 
due to world recession and the very stiff 
competition being encountered from 
Bangladesh so far as jute manufactures 
are concerned. 

bleak outlook 

The recent abolition of export 
duties on jute goods are not anti¬ 
cipated to improve the situation as 
Bangladesh is reported to be undercutting 
our prices by as much as 25 per cent. A 
new package of assistance to this indus¬ 
try needs to be finalised expeditiously to 
meet the current situation. Textile ex¬ 
ports should, of course, receive good 
fillip not only because of revival of global 
demand but also owing to the plan of 
STC to go in for exports of readymade 
garments through assisting in creation of 
capacity to produce quality products. 
Cut-throat competition in this line of ex¬ 
port, which has been noticed in the past 
few months, of course, ought to be ob¬ 
viated. 

Besides its trading activities, the em¬ 
phasis being placed by STC on develop¬ 
mental efforts to foster exports in general 
is welcome. The developmental efforts 
are envisaged to be accelerated a great 
deal in the near future. Besides assisting 
in the creation of export-criented capaci¬ 
ties in readymade garments and leather, 
an ambitious programme is said to have 
been drawn up to provide technical and 
marketing assistance for carpets and 
other handicrafts. Leather goods exports 
are being sought to be multiplied fast in 
the coming years. The STC invited a 


high-powered delegation from the Euro¬ 
pean Economic Community in this con¬ 
nection only a couple of months ago. 

But the objective can be attained 
only if concerted efforts are made 
at strengthening the infrastructure 
for the leather goods industry. Some 
steps are understood to be under consi¬ 
deration in this regard. These include im¬ 
port of sophisticated equipments under 
open general licence. They, however, need 
to be augmented by a rationalisation of 
the excise and customs structures appli¬ 
cable to this industry. A levy of 40 per 
cent on the imports of equipment for the 
industry, indeed, is a heavy burden on 
manufacturing units which are of small 
and medium sizes. In case this levy can¬ 
not be abolished, subsidy to the corres¬ 
ponding extent can be thought of as de¬ 


velopmental effort. The excise structure 
also ought to provide for a reasonably 
high level of power consumption so that 
the medium-sized units can be fostered 
primarily for exports purposes. 

In the interest of keeping up sugar ex¬ 
ports, the proposals of STC for building 
up a buffer stock of the commodity and 
earmarking in a larger measure the pro¬ 
duction of factories near the ports for 
sales abroad need to be looked into ex¬ 
peditiously. The problems arising out of 
the latter proposal on the domestic front 
are not unsurmountable. The deficits in 
the supplies in areas from where larger 
exports are effected can be made up 
through movements from the interior. 
This will help in ensuring exports of uni¬ 
form quality as well in bringing down 
transportation costs. 
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Public sector’s performance • Industrial 


growth rate 

Thb Industrial and commercial undertak¬ 
ings of the central government are expected 
to show an overall net profit (before tax) 
of Rs 350 crores for the year just gone 
by as against Rs 312 crores during 
1974-75. Disclosing this in a talk with 
pressmen after the presentation of the 
1974-75 annual report of these enterprises 
to Parliament last week, the Expenditure 
secretary in the ministry of Finance and 
director-general of Bureau of Public 
Enterpises, Mr Ajit Mazoomdar, stated 
that the expected improvement in the 
net profit was despite the sizeable accumu¬ 
lation of stocks with some units the 
servicing of which entailed heavy interest 
liability. 

Mr Mazoomdar agreed that some steps 
had to be taken to smoothen the cash 
flow of public sector undertakings so that 
their ways and means position could be 
improved. One such method, he felt, 
could be the introduction of a system of 
rediscounting of their bills. This matter, 
however, needed to be gone into in detail 
so that the problem of large arrears 
which were due to these undertakings 
from their customers could be tackled 
effectively. 

internal resources 

A vicious circle is understood to have 
developed in this regard which has to be 
broken. Already Coal India Limited has 
indicated that as large a sum as Rs90 
crores was due to it from its clients. 
The railway budget for the next year also 
has indicated that some of the major 
public sector undertakings owed to the 
railways at the end of 1975-76 financial 
year nearly Rs 25 crores, as against just 
Rs 6 crores at the end of 1974-75. 

The 1974-75 report of the central 


• Bassein oil 

government’s industrial and commercial 
undertakings has revealed that these enter¬ 
prises have come a long way since 

1970- 71. As against, the overall gross 
profit, before payment of interest and 
tax, of Rs 146 crores in 1970-71, this 
profit improved to Rs 172 crores in 

1971- 72, Rs 245 crores in 1972-73, Rs 273 
crores in 1973-74 and Rs 559 crores in 
1974-75. The overall net profit, before tax, 
in these years amounted to Rs 20 crores, 
Rs 22crorcs, Rs 83 crores, Rs 149 crores 
and Rs 312 crores, respectively. After 
payment of tax, the overall position in 
1970-71 and 1971-72 was a loss of Rs 3 
crores and Rs 19 crores, respectively. 
There-after, these undertakings started 
showing overall profit—Rs 18 crores in 
1972, Rs 64 crores in 1973-74 and Rs 312 
crores in 1974-75. 

larger turnover 

The total investment in these under¬ 
takings grew from Rs 4,682 crores in 
1970-71 to as much as Rs 7,261 crores in 
1974-75. There turnover during this 
period went up from Rs 3,309 crores to 
Rs 10,217 crores. 

Internal resources to the tune of Rs 204 
crores were generated in 1970-71, Rs 215 
crores in 1971-72 and Rs 260 crores in 
1972-73. The generation of these resources 
got accelerated in the subsequent two 
years. It was of the order of Rs387 
crores in 1973-74 and Rs 580 crores in 
1974-75. 

The return on capital employed (gross 
profit as percentage of capital employed) 
improved between 1970-71 and 1974-75 
from 3.9 per cent to 8.4 per cent. The 
return on paid up capital (net profit after 
tax as percentage of equity) went up from 


0.6 per cent in 1972-73 to 4.9 per cent in 
1974-75. As there were net losses in 
1970-71 and 1971-72, there was no return 
on paid-up capital in those two years. 

Although the steep increases in the 
prices of oil and the escalation in prices 
of some other products such as steel and 
fertilisers, have helped in boosting both 
the turnover and the overall profit of 
public sector undertakings to no small 
extent, the mounting production cost in 
several cases were not fully compensated 
by the increase in prices. 

increased productivity 

The increase in profit, thus has also 
been brought about to a significant 
extent by the increased productivity and 
better capacity utilisation. As against 25 
units working up to 50 per cent capacity 
utilisation in 1972-73, only 16 units worked 
to this capacity in 1973-74 and 1974*75. 
The number of units whose utilisation of 
capacity was between 50 and 75 per cent 
grew in these three years from 16 to 27. 
Fifty-four units could utilise their capa¬ 
city to more than 75 per cent in 
1974-75, as against 45 units in 1973-74 
and 41 units in 1972-73. During 1975-76, 
on the basis of the data available from 
70 enterprises, out of 129, for the first 
nine months of this year, 41 units arc 
said to have recorded more than 75 per 
cent capacity utilisation. Significant 
improvements in the utilization of capacity 
were registered, over their past perfor¬ 
mance, by the enterprises manufacturing 
steel, zinc, lead, petroleum products, 
drugs and pharmaceuticals, fertilizers, 
machine tools, photo films and heavy 
electricals. 

Another noteworthy feature of the 
working of public sector enterprises has 
been that their inventories have progres¬ 
sively gone down since 1970-71. At the 
end of that year inventories at Rs 1,493 
crores amounted to 5.6 month’s output. 
There was a slight increase to 5.7 months’ 
output at Rs 1,800 crores on March 31, 

1972, but thereafter there has been a 
steady decline. At the end of March, 

1973, at Rs 1,834 crores, inventories were 
of the order of 4.5 months’ production. 
At Rs 1,458 crores, they declined to 4.3 
months’ output at the close of March, 
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1974, and at Rs 3,204 crores, to 3.9 
months' production by March 31, 1975. 
The outputs during these years were of 
the order Of Rs 3.174 crores, 3,814 
crores, Rs 5,006 crores, Rs 6,795 crores, 
and Rs 9,980 crores respectively. 


The latest assessment of the union 
ministry of Industry and Civil Supplies 
has revealed that the growth of industrial 
production during 1975-76 is likely to be 
of the order of 4.5 per cent, exclusive 
of the small-scale sector, as against 2.5 
per cent in 1974-75 and minus Rs 0.2 per 
cent in 1973-74. 

An interesting feature of industrial 
production during 1975-76 is said to 
have been that during the second and 
the third quarters (since the declaration 
of emergency) of this year, the rate of 
growth averaged slightly more than 5.5 
per cent, as compared to only 0.7 per cent 
during the first quarter. Anticipating the 
continuation of this trend in the January- 
March quarter, the rate of growth in 
1975-76 as a whole has been estimated at 
least at 4.5 per cent with the expectation 
that it might be even around five per 
cent. The growth, it is pointed out, 
would have been even higher but for the 
decline in the production of cotton tex¬ 
tiles and automobiles. 

Another significant feature of indus¬ 
trial production during 1975-76 is said to 
have been an impressive increase in the 
production of the public sector under¬ 
takings. The weighted average rate of 
growth for these undertaking as a whole 
(excluding the NTC mills) is stated to 
have been of the order of nearly 15 per 
cent. Besides the public sector steel 
fertilizer plants and certain manufac¬ 
turing units, the undertakings which 
have recorded an impressive increase 
in production are Hindustan Copper, 
Bharat Heavy Electricals, Hindustan 
Machine Tools, Bharat Ophthalmic 
Glass and the Cement Coiporation of 
India. 

The production of saleable steel dur- 
the first 11 months of 1975-76, for which 
data are available, amounted to 5.3 mil¬ 
lion tonnes, showing an increase of 20.3 


per cent over the corresponding period 
of the previous year. Capacity utilisa¬ 
tion in the main plants showed consi¬ 
derable improvement during this period. 

Electricity generation recorded an in¬ 
crease of 12.5 per cent during these 11 
months over the same period last year. 
Among fertilisers, nitrogenous fertilisers 
recorded an increase of 29.4 per cent. 

As regard non-ferrous metals, the out¬ 
put of aluminium amounted to 169,000 
tonnes, representing an increase of 46.6 
per cent over the corresponding period 
of the previous year. The production of 
copper showed a still higher rate of 
growth, 63.8 per cent. 

The output of cement, at 15.59 million 
tonnes, showed an increase of 16.4 per 
cent. The production of industrial 
machinery such as boilers, paper and 
pulp machinery, sugar mill machinery, 
etc., too registered a remarkable up¬ 
swing. 

In the transport sector, production of 
commercial vehicles during the 11 months 
to February amounted to 39,100 num¬ 
bers, an increase of 6.7 per cent over 
the corresponding period of the pre¬ 
vious year. 


Among the consumer items, the pro¬ 
duction of sugar, vanaspati and other 
essential items such as soaps, baby food, 
etc., went up significantly. The output 
of cotton cloth, however, declined by 
9.3 per cent. The production of cotton 
yarn too went down but marginally. Coal 
raisings during 1975-76 as a whole have 
been estimated around 100 million tonnes, 
as against 88 million tonnes in 1974-75. 

The tempo of industrial production is 
anticipated to pick up further during 
1976-77. The Finance minister is stated 
to have assumed a growth of 8 to 10 per 
cent while drawing up his budget esti¬ 
mates for this year. 

* * 

The limited tests conducted at the 
first well in the Bassein structure near 
Bombay High, which have been com¬ 
pleted, have shown that this structure 
can yield crude oil to the extent of about 
four million tonnes per annum. This 
means that sufficient reserves will be 
available in the already explored areas 
off-shore west coast to produce 14 million 
tonnes of oil per year by the end of the 
current decade. If expeditiously deve¬ 
loped, they can go a long way in making 
the country self-sufficient in oil in the 
early 1980s. 


£tutezn $Lconomilt 30 lfea.zi -Q<jo 

APRIL 5, 1948 


“The Middle East markets are searching for the opportunity for India as the demand cannot be 
sources of supply and the business circles of these satisfied in the near future out of the manufactur- 
markots are convinced that India has now the op- ing capacity of the Middle East countries, 
portunity and Ihe means to take the position of Examining prospects for specific commodities, the 
Japan. These markets are prepared to buy the report states that there is everywhere in the 
manufactured goods that India can offer and not Middle East an acute scarcity of jute manufac- 
only raw materials and semi-finished articles/ 1 tures, for which there is bound to be good 
Thus observes a report on trade prospects with the demand, particularly in Egypt where the use of 
Middle East countries, including Turkey, in jute bags is essential for the transport of cotton 
general and Egypt in particular, submitted to the to the ginning factories and subsequent packing 
Commerce Department by Mr J. A. Rahim, ICS, for export. There is scope for increased offtake of 
Government of India Trade Commissioner in Indian tea. There is also demand for Indian 
Alexandria. The “hunger for” consumer goods, we coffee. Egypt has been and will be a good 
are informed, has considerably increased through- market for various kinds of high quality consumer 
out the Middle East. As a result of the war some goods. In this class must be included sfik and 
of the principal supplies to these markets have art silk goods and the opportunity now available 
d is appeared, at least temporarily, and therein lies can be utilised to advantage by India. 
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the national effort 

Exports 

touchnew heights 


On 1st April, lot year. STC §st Itself on export target 
of Re. 731 crores—a further 30% increase on the 
substantial growth achieved in 1974*76. 

This was an ambitious target. When the commodity 
boom was over, international prices were falling, and 
recession was stalking most parts of the world. 

In view of India's foreign exchange needs, STC 
accepted the challenge—further improving its services, 
enhancing the quantum of exports, diversifying the 
product mix and locating new markets. During 1975-76, 
STC has exceeded its export target by Rs. 25 crores with 
forward planning, dedicated team work and sound 
management in the service of its clients and country. 

In the year ended 31st March, 1976. STC achieved an 
export turnover of Rs. 756 crores. An increase of 35% 
over the previous year and 177% in two years. 

A progress of which STC can be justly proud. 

^ FtrfWinanc* tfwrlng th« last thre« y««r» ^ 

(Rs. crores) 



1973-74 

1974-75 

1975-76 ■ 

(Provlt tonal) ™ 

Exports 

273 

559 

756 | 

Imports 

206 

232 

211 5 

Domestic 

11 

3 

■ 

Total aalaa 

490 

794 

970 ■ 

Equity capital 

10 

10 

io 5 

Reserves 

17 

22 

26 | 

Net worth 

27 

32 

36 ■ 

ShBMB 

■■■■ 

■■Ml 

mmmj 




The main items contributing to the increased exports 
were sugar, semi-processed leather, cement; 
castor oil, shellac and salt. 

The turnover of non-canalised exports recorded 
an incrc;jso of 72%— from Rs. 36 crores to 
Rs. 62 crores. through the increased exports of 
wide range of products including silver, 
linseed oil and H.P.S.groundnuts, army software 
r and readymade garments, molasses and tobacco, 
processed food and chilled meat. 


Sales totalled Rs. 211 crotat 
showing a marked decline from 
the budget of Rs. 265 crores for 
the year. 

No apology.however,need be 
made on this score since the 
required volume of imports was 
fully maintained and there was 
a resultant saving in foreign 
exchange. 

Ample stocks of vital raw materials 
were available throughout the 
year. Substantial price reductions 
were offered to various industries 
in respect of chemicals, paint and 
plastic materials. 

New Directions t 

* To assist iha growers, price support 
activities ware undertaken during the 
year in reaped of shellac, groundnut on 
and rubber. 

* A sum of Rs. 6 crores has been set aside in 
the Export Development Reserve which 
will be used to promote further exports 

* Five Common Facilities Cannes am t»p>ng 
set up in Andhra Pradesh. Bihar. Tamil 
Nadu. U P. and West Bengal to provide 
facilities to the weaker sarnona engaged 
In the Leather ware trade to turn 
semi-procossed lonther into finished 
leather for exports 

•k Large value orders have boon obtained lor 
direct export by STC of leather lootv.T-’r 
footwear components anil liiiis^eil leMiiei. 
to several new maikois 

* To give spt. i.ilu.eri services to ust r 
industries, f o 0h« *. *rak. D:un r . 6 
Pharmaceutic,'is Division* ut iftu 
Corporation have been amjl'jjm.nod ;o 
form State Cl.emic.iis and 
Fhairnareuti:a!s CoiporaiMii Lnl with 
effect Irom 1st April, 197b 

STC 

Trading internationally 


The total turnover of the STC Group of Companies — 
Comprising STC, CCI, PEC and HHEC amounted to 
Rs. 1082crores, showing a growth of 22% over 1974*75. 



THE STATE TRADING CORPORATION OF INOIA LTU 

Chandralok, 36 Janpath. Now Delhi 1 iovji 
Offices in metropolitan cum a m h.dm 
end 22 important centres round the world. 

Subsidiaries: 

Cashew Corporation 
Projects h Equipment Corporation 
Handicrafts h Handloom* Exports Corporation 
State Chemicals 6 Pharmaoauticale Corporation 
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V. V. Joseph 


the Wealth off Nations: 


RfiMBinspio AdSm Smith is synonimous 
ops t^UMnberhi| his magnum opus 
which* known popularly in the abbre¬ 
viated form as ne wealth tf Nations, is 
& gigantic work running into 1097 pages 
entitled, 'An Inquiry Into The Nature 
And CsM> oftheWealth of the Nations’ I 
Adam Smith, the Scottish scholar became 
the father of Economics at the age of 53 
when he, with the publication of his 
masterpiece on March 9, 1776, broke out 
as a sun won a economic horizon which 
was douopd by doubts and fears. The 
March of 1976 thus marked the bicen- 
tennial o£ T the publication of The Wealth 
of Nations, By now this Smithian Econo¬ 
mic encyclopaedia has acquired two 
centuries of studentship and readership. 
And even after two centuries social scien¬ 
tists, pubiicmen and students turn to 
Smith's classics for authority and gui¬ 
dance. 

•poch making event 

The Wealth of Nations was the outcome 
of a decade’s hard work, intellectual 
intercourse with eminent contemporaries, 
a pedantic parade of book-learning, 
consultations with predecessors and their 
works and a life-time study put in by this 
dymtmic philosopher who perceived the 
economic ideas from the business world. 
Like the dramatic declaration of American 
independence, which synchronized with 
the publication year of Smith’s path¬ 
breaking ind epoch-making document, 
The Wealth of Nations was equipped with 
revolutionary ideas so as to constitute a 
time bomb produced out of practical ex¬ 
perience for economic freedom. 

Smith's book has not only shaped the 
economic thinking of the people since 
its publication, it has also separated 
political economy from- the mixture of 
ot|wr sciences and given it the status of 
an independent discipline. There are no 
two opinions about the fast that he has 
edipsdd the tentative efforts made by his 
predecessors in economic thought. Smith 
bad derived inspiration for his great 
hook from various sources such as his 
predecessors, his friends, and associates 
and to a larger extent from the contem¬ 
porary economic evrironnwntof England. 

wmm to**** 


remembering Adam Smith 


His economic gospel does not contain a 
single analytical principle, idea or method 
which was altogether alien to 1776. 
Marx Leraer has aptly commented that 
The Wealth of Nations "is the outpouring 
not only or a great mind but also of an 
epoch”. He absorbed ideas both from 
Mercantilism and Physiocracy, giving 
praise or blame as required to both 
the schools of thought without impairing 
his originality. We find his genius in 
working out a master synthesis and in 
amalgamating the diverse ideas and 
fragmentary studies Into a great philoso¬ 
phical system. The Mercantilists had in 
one way or the other discussed '‘all 
imanner of economic problems”. Similarly 
Physiocrates had given a systematic ac- 
couut of the economic process. 

Yet Adam Smith occupies "So central 
a place in the history of Political Econo¬ 
my. .. .so much of a legend” for political 
economy was a ‘‘brick” available to him 
but he '‘left it marble”. 

But a prudent reader can see scratches 
and stains on this ‘marble’, which were 
necessary to attract many followers and 
successors to renovate and plaster it. Say 
may be a little harsh in saying that there is 
a “vast chaos” in The Wealth of Nations. 
However, this chaos and the ‘bias and 
ambiguity’ of this lone Scot really pro¬ 
mpted and inspired his posterity to 
develop the discipline of economics into 
the most dynamic science of all times. 

matter's influence 

Adam Spiith’s professor Hutcheson at 
Glasgow exerted a profound and lasting 
influence upon his disciple and forestalled 
him at many points. His Mercantilist 
view on the balance of trade and popu¬ 
lation gave to Adam Smith a great deal 
of economic material to work upon. The 
importance of labour which was supreme 
for Adam Smith theory he imbibed 
in a rudimentary form from Hutcheson. 
This professor of our jtoader of Economic 
Thought ridiculed the Mercantilists’ view 
Of hulfionism and found grain as a good 
measure of exchange. But for Adam 
Smith labour was' 'everything. The 
MerceatiiistB in general had attributed 
'the increase of notion’* wealth to a 


favourable balance of trade; the Physio¬ 
crats asserted that all wealth came from 
agriculture, and that all other occupa¬ 
tions are "unproductive”. 

In the Smithian dogma, the . source of 
all wealth is found in labour arid in bis 
own words "The annual labour of every 

it with all the necessaries ancl conveniences 
of life which it annually consumes”. 
Like Physiocrats Smith was more favour¬ 
able to agriculture. And increase of 
wealth according to him ’will depend on 
skill, dexterity and judgement with which 
labour is applied’! He expounded the 
principle of division of labour. And the 
principle of division of labour has uni¬ 
versal relevance today also. Even though 
Adam Smith wrote when the Industrial 
Revolution was in the offing and the 
macro-climate of England was sensing it, 
American writer Soma Golden has seen 
in him as the first economic philosopher. 

Itissez-fairo tfoory 

Though Adam Smith discussed in detail 
wages, profit, the theory of international 
trade and of capital, labour, population 
etc., he is most popular as well as criti¬ 
cised for his ideologists of laissez-faire 
capitalism. It is to be conceded that this 
master-mind had projected the laissez- 
faire philosophy in conformity with the 
magnincient transition of England. Tnose 
critical of this philosophy will have to 
admit that this doctrine was consistent 
with the complexity of transitional 
economic environment of England. 
Actually the fundamental conceptions 
which helped Adam Smith in his general 
groundwork, were the natural ideas, 
invisible hand or force of laissez-faire 
policy adopted from the early graceo- 
speculations and from the Christian 
theology. 

He believed that self-interest of the 
people would generate the total welfare 
of the nation; that much of the economic 
life could be left to be shaped by the 
individual. He concludes that divi¬ 
sion of labour is the “expressidn of 
man’s continual need for the cooperation 
and assistance of his fellows”. In Smithian 
words "Man has almost constant occa- 
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sion for the help of his brethren, and it 
is in vain for him to expect it from their 
benevolence only'*, Adam Smith adds 
further : “It is not from the benevo¬ 
lence of the butcher, the brewer, or the 
baker, that we expect our dinner, but 
from their regard to their own interest”. 
Society is brought together by exchanges 
which arc primed by self-interest. This 
is not alien to our business world. He 

asserts that “Every man.becomes 

in some measure a merchant”. 

David Hume's liberal philosophy might 
have prompted Smith to theorise the 
laissez-faire policy. Hemighthave thought 
that flourishing commerce would emanate 
from free-trade only. Smith very much 
approved the policy of government’s 
none-intervention in economic affairs. 
One will however see him equally an 


interventionist also. He has made it clear 
that in those enterprises which the private 
individuals cannot manage efficiently 
and profitably, government intervention 
is welcome to generate more wealth for 
the nation. 

The idea of public undertakings or 
governmental interference where necessary 
has thus been accepted by him whose 
memory we recall today. He had advoca¬ 
ted a planned approach to population. He 
states: “Every species of animal naturally 
multiplies in proportion to the means 
of their subsistence, and no species can 
ever multiply beyond it. But in civilized 
society, it is only among the inferior ranks 
of people that the scantiness of subsis¬ 
tence can set limits to the further multi¬ 
plication of the human species, and it 
can do so in no other way than by 


destroyinig^gteat part of the children 
which men fruitful marriages produce’’. 
In a way he Warns shout the consequences 
of unplrnned family. To avoid cruel ways 
of eliminating surplus childem he was 
actually anticipating some sort of family 
planning. Smith died in 1770 leaving 
behind many starting points to Ricardo 
and Malthus for future development of this 
science. Honour should go to this great 
philosopher who as a scientist and practi¬ 
cal methodologist set the pattern for the 
future development of the dynamic discip¬ 
line of economics. Even to criticise 
Adam Smith it is necessary to take “a 
little Adam Smith inside us”. As students 
of economics let us on the bicentennial of 
the publication of The Wealth of Nations 
give him a big salute in gratitude and 
rememberance. 


Production of seed-potato 6. D. Vashlst 

in Himachal Pradesh 


Seed-potato plays a predominant role 
in the economy of Himachal Pradesh; 
it alone generates about Rs 30-35 million 
as a single cash crop. Himachal Pradesh 
can rightly be called the 'home* of seed- 
potato because it supplies about ten per 
cent of the country’s seed requirements 
of this crop. The area under this crop 
in the state in 1950-51 was 7,253 hectars 
and it went to 19,000 hectares in 
1971*72. Its production rose from 
15,737 tonnes in 1951-52 to 60,000 ton¬ 
nes in 1971-72. 

Though the yield of potato in our coun¬ 
try is almost eight times higher than that 
of rice and seven-and-a-half times higher 
than that of wheat it is deplorably low 
compared to other countries of the world. 
The present Indian yield of potato is only 
nine tonnes per hectare against 20 tonnes 
in other countries. Potato therefore, 
offers great scope and hope, particularly 
for Himachal Pradesh if steps arc taken 
to increase yield per hectare. At this 
stage, it is pertinent to examine critically 
the growth rate in production, area and 
yield of seed-potato which, being one of 
the important cash crops, enjoys pride of 
place in the cropping pattern of this 
state, to serve as a basis for future policy 
decisions. 

This study is therefore intended 
to ascertain the relative contribution 
of area and productivity in increasing 
production of seed-potato in Himachal 
Pradesh. 


More specifically the objectives of the 
present study are: 

(1) To work out the growth rate of 
seed-potato in Himachal Pradesh; 
and 

(2) To examine the contribution of 
area, productivity and production 
of seed-potato in the state during 
the Plan periods. 

The data used here on production, 
yield (productivity) and acreage of seed- 
potato were obtained from different 
published sources. These data pertain 
to the period from 1950-51 through 1971- 
72. However, the data on production 
for the year 1950-51 were not available. 
These were calculated by the simple 
method of interpolation, assuming that 

(1) there were no abrupt variations in 
the data from 1950-51 to 1951-52 and 

(2) the productivity was same in 1950-51 
and 1951-52. 

Compound growth rates were worked 
out by the least squares method fitting 
exponential function of the type 
Y=AB X to the indices of production, 
productivity and acreage with the average 
of 1950-51 through 1971-72 as base 100. 
Further, with a view to examining the 
impact of the plans on production, yield 
and area, analysis of variance technique 
was utilized. Simple correlation co¬ 
efficients were also calculated to 
examine the extent of correlation of pro¬ 
duction with area and yield 


Simple statistical tools such as arith¬ 
metic mean, standard deviation and co¬ 
efficient of variation were worked out 
for each of the series of indices of pro¬ 
duction, productivity and area to faci¬ 
litate better understanding of the magni¬ 
tude and pattern of changes in the level 
of production, cropped area and produc¬ 
tivity of seed potato. These results are 
summarized in Tabic I. 

Table I 

Arithmetic Mean, Standard Deviation and 
Coefficient of Variation of Indices 1950-51 
Through 1971-72. 

(1950-51 = 100) 


Particulars 

A.M. 

S.D. 

C.V.% 

Production 

257.48 

149.52 

58.07 

Productivity 

142.00 

40.11 

28.25 

Area 

170.91 

52.94 

30.98 


Further, to examine the correlation of 
production with area and yield of seed- 
potato, coefficients of correlation were 
worked out and are given in Table II. 
The values of coefficients of correlation 
of production with area and yield were 
0.92 and 0.94 respectively which were 
highly significant at one per cent level 
of significance. The coefficient of corre¬ 
lation between yield and production was 
higher than that between area and 
production indicating thereby that the 
increase in yield countributcd more to 
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boost production than the expansion of 
area under seed-potato. 

Table II 

Coefficients of Correlation 

Correlation ‘t’ Significance 

between level % 

Production and 

Area $.92 10.54 1 

Production and 

Productivity 0.94 12.35 l 


Similarly, the cropped acreage under 
seed-potato experienced a sizeable in¬ 
crease. The growth rate of cropped area 
was 4.6 per cent and it was highly signi¬ 
ficant at one per cent level of significance. 
Thus, it can be seen from Table III that 
the highest growth rate was observed in 
production followed by cropped area and 
least in productivity. Evidently, the 
changes in cropped area were mainly res¬ 
ponsible for the changes in the produc¬ 
tion of seed-potato in Himachal Pradesh. 
AS compared to the growth rate of 
acreage under the crop (4.6 per cent) 
the coefficient of growth rate productivity 
(2.8 percent) is not very encouraging. 
Compound growth rates of production, 
productivity and cropped acreage are 
depicted in Table III. 

Table III shows that the compound 
growth rates of production of seed- 


potato were highly significant from 
1950-51 through 1971-72. The produc¬ 
tion expanded at a compound growth 
rate of 7.6 per cent and the value was 
significant at one psr cent level of signi¬ 
ficance. 

Likewise, the coefficient of produo* 
tivity per hectare turned out to be 2.8 
per cent and it was significant at one 
per cent level of significance. 

In order to visualise, the impact of 
the five-year Plans on the cultivation of 
seed-potato, the data were analysed 
further with the help of the analysis of 
variance technique. Due to the lack of 
data for the complete period of fourth 
five-year Plan, the analysis was limited 
to the three-Plans periods only. Results 
are given in Table IV. 

A cursory glance of Table IV indicates 
that there was a significant difference 
between one Plan and another in the 
production of seed-potato. The varia¬ 
tion ratio of seed-potato production 
for the three Plans periods was 9.6681 
and it was highly significant at one per 
cent. As against this, the Plan years’ 
effect turned out to be not significant for 
production, yield as well as the cropped 
acreage. This indicates that the growth 
rate was not cumulative over the Plan 
years. 

The effect of the Plan efforts on 
productivity turned out to be not signi¬ 
ficant. The value of variation ratio was 


Table III 

Compound Growth Rate (CGR) of Area, Production and Yield of Potato 
1950-51 through 1971-72 


Factors 

‘B’ value 

CGR % 

S E of growth rate 

‘t’ value 

Production 

1.076 

7.6 

.7681 

9.8701 •* 

Productivity 

1.028 

2.6 

.6154 

4.5161*** 

Acreage 

1.046 

4.6 

.2158 

21.9011*** 


Table IV 

Variation Ratio of Acreage, Production and Productivity for Seed-Potato 


Factors 

Sources of Variation 

Variation ratio 

Level of significance 

1. Production 

0) 

plans 

9.6681 

1 percent 


(H) 

years 

0.5759 

NS 

2. Productivity 

CO 

plans 

0.1106 

NS 

(ii) 

years 

0.0969 

NS 

3. Acreage 

(0 

plans 

56.3187 

1 per cent 


GO 

years 

2.6747 

NS 


0.1106and it was significant. This shows 
that the seed-potato growers did not 
adopt the yield-increasing techno-' 
logy like improved varieties, fertilizer 
etc. As observed earlier, the years did 
not have significant effect on the rates 
of productivity of this crop in the 
state. 

The analysis also brought out clearly 
that the Plan efforts had significant 
effect on the area under seed-potato. 
The value of variation ratio was 56.3187. 

It was highly significant at one per cent 
level of significance. However, the years 
did not affect the expansion of area 
under the seed-potato significantly. 

Insignificant effect 

The analysis of variance thus indi¬ 
cated that the production of seed-potato 
increased significantly during the three 
five-year Plans; the increase in produc¬ 
tion also resulted through the expansion 
of acreage under this crop. It shows 
that the different Plans had significant 
effect on production and area under 
seed-potato whereas the years had signi¬ 
ficant effect on production, productivity 
and area of this crop. Also, effect of the 
Plan efforts on productivity was not 
significant. In fact, the increase in pro¬ 
duction of seed-potato was mainly due 
to the expansion of cropped area under 
this crop. 

In short, it can be concluded that the 
production, productivity and area under 
seed-potato are all increasing is 
Himachal Pradesh. The effect of the 
planning efforts of the government, was 
examined with the help of analysis of 
variance technique. It was brought 
out conclusively that the year-to-year 
developmental efforts and their effect on 
production, productivity as welt as area 
did not significanty affect the seed-potato 
in Himachal Pradesh. Thus there is 
an immediate need to examine critically 
the existing governmental programmes 
aimed at increasing the production and 
productivity of seed-potato and to 
redesign the plans realistically in the 
light of experience gained during the 
last 20 years or so and plug the loopho¬ 
les in the existing ones. The plans so 
prepared must be implemented in right 
earnest to get the desired results. Fur¬ 
ther. the government machinery respon- 
p.msible for the implementation of diffe¬ 
rent schemes to boost the productivity 
of seed-potato in this state needs to be 
strengthened and overhauled. The gov¬ 
ernment should also provide incentive 
to seed-potato growers in the form of 
assured minimum prices and ready 
markets. All these measures will go 
a long way to encourage potato produc¬ 
tion in Himachal Pradesh. 
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OECD seeks to strengthen 


Jossleyn 

I 

RECENT DEVELOPMENTS 

In the last few years governments’ poli¬ 
cies on competition have undergone pro¬ 
found changes, as is evident from recent 
legislative trends. OECD’s Committee of 
Experts on Restrictive Business Practices 
regularly reviews developments in com- 

S etition policy in legislation on restrictive 
usiness practices and its application in 
OECD Member countries. In what follows 
.1 discuss developments in OECD Member 
countries since 1973. 

Measures to ensure competition have 
bean strengthened over the last few years, 
but in stages each having a different 
character. Except for the United States 
and Canada, where antitrust legislation 
dates from the end of the 19th century, 
the first steps in building up a body of 
competition law were taken after World 
War II by measures to control cartels. 
Such action is in accordance with the 
traditional aims of competition policy—to 
protect the market mechanism from dis¬ 
tortion from restrictions imposed by 
private parties. 

Provisions prohibiting resale price 
maintenance, refusal to sell, or discrimina¬ 
tion, which have often been adopted sub¬ 
sequently, stem from governments’ desire 
to combat inflation and modernise the 
distribution system. 

Most recent developments indicate that 
more and more OECD countries will have 
a system for controlling, or even prohi¬ 
biting, certain types of merger, as a direct 
consequence of the accelerating trend 
towards greater concentration which 
characterises most OECD countries. Jt 
would appear therefore that competition 
policy in many Member countries will no 
longer limit itself to improving the opera¬ 
tion of markets but will also attempt to 
modify their structure, though perhaps 
without imposing such stringent control as 
in the United States. 

In the period 1973 to 1975 one can see 
emerging—beyond the traditional aims of 
competition policy and growing concern 
with control of inflationary pressures—a 


HennMsy 

more recent preoccupation—protecting the 
interests of consumers. In West Germany 
for example, the 1973 amendment to the 
Act against Restraints on Competition, 
which substantially reinforced the coun¬ 
try’s antitrust policy, aims not only at 
more efficacious control over the creation 
and exploitation of market power, but 
also at improving competitive conditions 
for small and medium-sized enterprises. 
1 he new provisions are also intended to 
maintain price stability and to strengthen 
the market position of the consumer. This 
is done indirectly by extending the degree 
of control over market-dominating firms 
and by controlling mergers and, more 
directly, by prohibiting resale price main¬ 
tenance and increasing control over re¬ 
commended prices. 

Australia : The situation is similar in 
Australia where the 1974 Trade Practices 
Act was presented to Parliament as an 
anti-inflationary measure in accordance 
with an OECD Council recommedation 
of 1971 concerning action against infla¬ 
tion in the field of competition policy. 

consumers* protection 

The Act itself covers not only restrictive 
business practices but also consumers* 
protection. It provides for more rigorous, 
comprehensive and effective control of 
restrictive business practices than ihe 
legislation which it replaces. The Act 
breaks new ground in that it is based 
upon prohibition of the six practices most 
frequently encountered: contracts, 

arrangements or understandings in res¬ 
traint of trade or commerce; monopolisa¬ 
tion; exclusive dealings; resale price main¬ 
tenance; price discrimination and anti¬ 
competitive mergers—save where the 
parties concerned can show that the 
practice in question entails a specific and 
substantial benefit to the public in which 
case special authorisations arc granted. 
Administratively, it sets up a Trade 
Practices Commission which is responsi¬ 
ble forenforcing measures concerning both 
restrictive trade practices and consumer 
protection. 

United Kingdom: In the UK, the 1973 
Fair Trading Act changed the law relating 


competition 

to consumer protection, monoplies, 
mergers and restrictive practices. The 
Act provides a Director Genera) of Fair 
Trading with wide powers to enforce 
competition and cousumer protection 
policies. The new act largely consolidates 
the existing law on monopolies and 
mergers, but there are important modi¬ 
fications intended to strengthen -the law 
and take account of the new role of the 
director general. He has the duty of 
keeping monopoly situations under review 
and, except for certain public sector 
industries, it is he who will normally 
refer cases to the Monopolies and Mergers 
Commission. Control of mergers is 
appreciably strengthened by a redefinition 
of monopoly; a firm is now defined as a 
monopoly if it has one quarter of the 
market as against a third before. 

Finland: In Finland the 1973 Act on 
the Promotion of Econmic Competition 
established a National Board of Trade and 
Consumer Interests, the duties of which 
include price control, measures relating to 
economic competition, consumer ques¬ 
tions and part of foodstuffs control. The 
basic idea behind the organised change 
was the realisation that price, competi¬ 
tion and consumer questions are closely 
linked. As part of these changes, an 
Office of Competition Ombudsman was 
created. 

stringent measures 

France: In France the 1973 Act regulat¬ 
ing Trades and Crafts introduced various 
measures to put traders on a more equal 
footing in obtaining supplies. Thus, it is 
an offence for producers to fix discrimina¬ 
tory prices or conditions of sale not 
justified by differences in the cost of the 
goods or services traded. These provi¬ 
sions mainly aim to prevent.big buyers 
from using their bargaining strength 
against their suppliers. 

More generally, the new Act provides 
recourse for victims of commercial 
offences, enabling them to secure a crimi¬ 
nal conviction against the offenders and 
civil damages for loss incurred. Conse¬ 
quently victims of uncompetitive practices 
(excluding those resulting from cartels 
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or dominant positions) may directly 
bring their claims for compensation be* 
fore the criminal courts. There are also 
provisions which allow consumer protec¬ 
tion associations to institute proceedings 
in the event of acts harmful to con¬ 
sumers. 

USA: In the USA, two important new 
laws have been adopted: (1) In 1974 
substantially raised criminal penalties for 
violation of the anti-trust laws; (2) in 
1975 amended the Federal Trade Commis¬ 
sion Act giving the commission wider 
enforcement powers: henceforth the 
commission may bring suits for damage 
on behalf of all consumers harmed by 
unfair acts or practices. 

II 

ACTION AFFECTING MARKET 

Japan: In Japan, experience in applying 
the law of Emergency Measures for the 
stabilisation of National Livelihood and 
the Act for the Adjustment of Supply and 
Demand of Petroleum, adopted in 1973 
and abrogated in 1974, showed that the 
most effective method of stabilising 
prices was to consolidate the market 
mechanism, and that measures in substi¬ 
tute for the market should be confined to 
the minimum. Thus, e.g. the Economic 
Planning Agency reported in its 1973-1974 
survey that to meet the nation’s economic 
goals, the price mechanism must be 
allowed to function without interference 
and that a cede of behaviour for busi¬ 
nesses and rules for intervention by the 
public authorities should be clearly defin¬ 
ed. 

The need for more direct action on 
market structures also emerged following 
problems raised by cartels and lack of 
competition in highly concentrated indus¬ 
tries. Thus the Fair Trade Commission 
(FTC) undertook to form a special com¬ 
mittee to revise the Antimonopoly Act. 
Under a Bill now being drafted, the 
FTC could be empowered to order an 
entrepreneur to split up a company to 
end a monopoly situation. 

Ireland: In Ireland, the Bill to control 
mergers, take-overs and monopolies, which 
lapsed on the dissolution of Parliament 
in 1973, has been revised and re¬ 
introduced. 

Netherlands: In the Netherlands, the 
minister of Economic Affairs recently 
consulted the Social and Economic 
Council about the introduction of pre¬ 
ventive merger controls. Following an 
opinion handed down by this council in 
June, 1973, on competition policy, three 
Bills will shortly be laid before Parlia¬ 


ment intended to prohibit horizontal 
price agreements and retail price main¬ 
tenance and to establish a Public Register 
of Restrictive Agreements. 

Canada: In Canada, a major legislative 
reform is in hand. The first stage deals 
with direct consumer protection and 
certain trade practices and sets out new 
offences against competition. This is now 
before Parliament and the government 
has announced that it will proceed rapid¬ 
ly with the second stage, which is con¬ 
cerned with mergers, monopolies, price 
discrimination and specialisation agree¬ 
ments. 

Sweden, Switzerland and France: Grow- 
i ng'concentration and numbers of mergers 
are more and more of concern to the 
competition authorities. Thus apart from 
Japan, Ireland, the Netherlands and 
Canada, three other countries, France, 
Sweden and Switzerland, have asked 
existing bodies, or have established new 
commissions, to study these questions in 
order to institute merger control where 
there is none and to strengthen already 
existing controls. 

The EEC: In the European Communi¬ 
ties, the Council of Ministers has begun 
to consider the commissions’ proposal 
for regulations to control mergers, the 
main aim of which is to prevent mergers 
above a certain size which give the 
power to hinder effective competition 
within the Common Market. Mergers 
involving firms with aggregate sales of 
1,000 million units of EEC account would 
be subject to prior notification. 

If the action taken in the seven OECD 
countries mentioned above and in the 
EEC were to result in new regulations, it 
would mean that a fundamental step 
forward In the development of competi¬ 
tion policy had been made in 1973-75, 
especially in OECD countries, because 
West Germany and the UK have already 
appreciably strengthened their merger 
controls, and Australia has also adopted 
such controls. 

Ill 

APPLICATION OF LAWS 

During 1973-75, a number of OECD 
countries instituted proceedings to com¬ 
bat various practices which have come 
to light in the oil and pharmaceutical 
industries. 

Oil Industry: In West Germany, pro¬ 
ceedings were begun in several cases of 
alleged excessive price increases by 
multinational oil companies and, in one 
case, refusal by the West German subsi- 
duary of a multinational to supply 


independent petrol stations. The problem 
of independent distributors was also 
raised in Switzerland by the Cartels 
Commission. The commission, in line 
with similar decisions in other countries, 
recommended that integrated oil com¬ 
panies which are in an oligopolistic 
position should continue to supply in¬ 
dependent dealers on the same terms as 
company owned stations, even in periods 
of market shortages. 

The USA: In the USA the Federal 
Trade Commission has accused the eight 
largest oil companies of having agreed to 
monopolise the refining of oil m the east 
coast and gulf coast areas of the USA 
A similar inquiry is in hand in the west 
coast. 

France: In France, the reappearance 
of a seller’s market in oil products has 
led to a sharp increase in refusals to sell 
and in government interventions to pro¬ 
tect independent retailers and users 
against the tendency of the oil product 
suppliers to hold back stocks or to give 
their own customers priority. 

operation of cartels 

The Technical Commission on Cartels 
and Dominant Positions investigated 
competition in the entire distribution 
sector of the petroleum products industry, 
and found that the oil companies had used 
four uncompetitive practices: mutual allo¬ 
cation of market shares by rigid quotas, 
with a system of fines, applicable to the 
eight groups which handle all refining in 
France; sharing among the main enter¬ 
prises of the most important orders, 
including those from the public sector; 
concerted action to raise the general level 
of prices; retaliation against independent 
retailers interfering with the operation of 
the cartels. 

The commission’s solution was a pro¬ 
tocol on the application of rules of 
competition to the distribution of final 
refinery products. The protocol prescribes 
the rules of competition which the oil 
companies must observe and the forms 
of cooperation authorised in normal 
times. It also considers the possibility of 
periods of crisis which might, under 
certain conditions, justify more closely 
concerted action between the enterprises, 

Japan: In Japan, the FTC fouud that 
twelve oil refining and distribution com¬ 
panies which had formed a cartel to fix 
the selling prices of petroleum products, 
and the mroleum Association which had 
fixed oil production quotas, were all 
violating the Antimonopoly Act. The 
case was taken to (he Tokyo High Court 
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where it is now pending. Seventy consu¬ 
mers who alleged that the cartel had 
forced prices up have launched a suit for 
damages before the same court. 

Netherlands: In the Netherlands, the 
minister of Economic Affairs in April, 
1974, ordered nine oil companies to 
supply petrol to a central purchasing 
association of nineteen independent whole¬ 
salers. The companies had refused to 
supply the association with petrol during 
the fuel shortage in the winter of 1973-74, 
arguing that they could not do so with¬ 
out damaging buyers who had contractual 
relations with them. The minister laid 
down the price and other conditions 
under which the association must be 
supplieda further decision stipulated 
the amounts of petrol that each of the 
companies must supply to the asso¬ 
ciation. Seven of the nine companies 
appealed against the minister. The Crown 
rejected the appeal after consulting the 
Council of State, and upheld the 
minister. 

Pharmaceutical Industry: In pharmaceu¬ 
ticals, the outstanding event was the pub¬ 
lication in 1973 in the UK of the Mono¬ 
polies Commission on tranquiliser drugs 


sold under the brand names Librium and 
Valium* The commission said that the 
prices charged in the UK had been soo 
high for several years and that the Roche 
group hod obtained thereby unjustifiable 
profits. ,The commission recommended 
that the prices of Librium and Valium 
be reduced to 40 and 25 per cent respec¬ 
tively of the 1970 pricos. The comission 
recommended that there should be nego¬ 
tiations with Roche for the repayment of 
large sums to the Department of Health 
and Social Security to compensate for the 
excessive prices already paid. The 
minister ordered that the prices of the 
two drugs be reduced. 


Netherlands: In the Netherlands, the 
actions against Librium and Valium in the 
UK led to questions in the Dutch Parlia¬ 
ment on the prices of these products. 
The ministry opened an inquiry, which 
revealed that the prices of Valium and 
Librium varied appreciably within the 
EEC; prices in the UK were lowest, while 
Dutch prices were twice those of the UK. 
The company proposed an average 25 
per cent price cut and a further subse¬ 
quent retrospective cut if the minister 
refrained from talcing any interim 


measure. The government accepted this 
but sought, the advice of the Economic 
Competition" Commission because it 
wished to secure a still larger cut in prices 
for Librium and Valium. 


West Germany: The West German 
Federal Cartel Office also handed doym a 
decision against the manufacturer of tran- 
quilisers containing Librium and Valium 
for having charged excessive prices. This 
case is still under appeal. In Switzerland, 
after the proceedings in West Germany 
and in the UK, the Cartels Commission 
requested Hoffman La Roche to give 
information about the prices of Librium 
and Valium, but found no cause for an 
enquiry because the prices of pharmaceu¬ 
ticals in Switzerland are controlled to a 
certain extent. 


The Librium and Valium Moral: The 

cases of Librium, Valium and of those in 
the oil industry demonstrate the inter¬ 
national character gradually overtaking 
the entire field of restrictive business 
practices. A Bill discussed, or a case 
brought in the courts, in one country 
rapidly leads to similar action in neigh¬ 
bouring countries. 


UNCTAD board drags its feet 

E.B. Brook, Vienna 


There is little in the way of constructive 
recommendation for the full conference 
of UNCTAD to take over from its board 
when it meets in Nairobi in May. The 
board's disappointing session in Geneva 
in mid-March did little or nothing to 
help the full session reach decisions help- 
ftil to the commerce of industrially deve¬ 
loping countries. 

As had been expected, the long discuss¬ 
ed plan for buffer stocks, to be paid for 
from a fund financed by all UNCTAD 
members, found no agreement among the 
68 members of UNCTAD's board. The 
plan, designed as part of a programme to 
help developing countries exports, had 
been drawn up by the UN Conference on 
Trade and Development's secretariat. It 
provided for the stockpiling of such 
commodities as rubber, tin, coffee and 
chrome in designated warehousing 
areas. The purpose of the accumulation 
and holding of these commodity stocks 
is to have them available when market 
prices have risen and stabilized sufficient¬ 
ly to ensure, if not a profitable sale at 
least avoidance of loss, in selling commo¬ 


dities by or on behalf of the producer 
countries. 

All too often in recent years pro¬ 
ducers of tin, copper, coffee and other 
primary commodities have been oblig¬ 
ed to sell the current stocks of their 
chief or sole raw materials at a loss be¬ 
cause of glut or an insufficiency of ready 
buyers in the world markets. Some Afri¬ 
can states, which have been not yet had 
time even to begin developing their com¬ 
mercial economies, have been especially 
severely hit by such circumstances. 

The secretariat’s plan was for stock¬ 
piling under the authority of UNCTAD 
in such established warehousing areas as 
London, Hamburg and Genoa. The plan 
has never been popular with the establish¬ 
ed trading states, whether of the free 
market or of the socialist economies. 
They feared blockage of storage space 
when availability would be essential to 
contemporary requirements: they are 
specially distrustful of the funding pro¬ 
posals, fearing they would have to meet 
most of the bill for storage as well as 


provide the space, much of which is often 
filled to the roof, as was recently the 
case with tin wharehousing. The USA 
the^ Common Market and the Soviet 
Union were united in regarding the plan 
sceptically, especially for the reasons 
stated. 

There may be a more general recog¬ 
nition of the need for an international 
machinery to place the products of 
the least commercially viable countries 
on the markets at the more advantageous 
moments or, at least, to spare them capi¬ 
tal loss, but there is no sign of any such 
machinery being designed. The Nether¬ 
lands and Norway gave some support to 
the stockpiling concept; the rest excused 
themselves by submitting that buffer 
stocks was only one possible stocking 
arrangements on a national or interna¬ 
tional level, but failed to elaborate what 
alternative plans they had in mind. 

At the moment, plans to help the com¬ 
mercially weakest and lea6t experienced 
nations in the practice of their world 
commerce are limited to the usual oppor- 
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uititfes F6r toroflt and low, to expression 
>f goodwill negated by widespread ih- 
liffercnce and not a little reluctance to 
nake highly competitive markets a little 
ess fierce for the weaker traders. The 
UNCTAD board could not even agree on 
;he text of a final communique; the out* 
ook for the Nairobi session of UNCTAD 
he fourth since its foundation, is so 
>leak as to suggest that commerce is one 
>f the weakest units of the United 
Nations* efforts. 

The experience of the major trading 
[rations in recent years has revealed to 
them—if they were not aware of it already 
—the unexpected pitfalls in world com¬ 
merce. World trade recession since 
1974 has been severe and prolonged and 
made the more bitter by memories of the 
booming sixties. The volume of world 
trade fell by about nine per cent last 
year—the first major decline since 1945. 
Contracting activity in the economies of 
the largest trading states—with very little 
evidence of recovery except, slowly, in 
the USA—is still setting back the re¬ 
covery of the smaller of the principal 
trading nations. 

brighter outlook 

The UN's Economic Commission 
(ECE) has reported this month that in¬ 
flation is expected to decrease from its 
highest level of 13 per cent in 1975 to 
about 10 per cent this year overall but 
that in Britain and Italy, among the larger 
trading states, it would remain higher 
than 10 per cent unless consumers’ con¬ 
fidence recovered to an unexpected ex¬ 
tent. These difficulties, while creating 
some closer understanding of the more 
desperate problems of the weakest trad¬ 
ing nations, have failed to make the 
major commercial world more noticeably 
helpful in supporting the weakest to with¬ 
stand the dramatic worsening of their 
economic condition. The ECE remarked: 
“The debts of the developing countries 
are accumulating and a continually larger 
part of their export earnings is mortaged. 
This in turn limits their capacity to im¬ 
port and their scope for growth.” 

The devaluation of the lira and the 
French franc following that of the peseta 
and the fall in the exchange value of the 
sterling have put great strains on the west 
European currency joint float, known as 
the “snake”. Bankers have suggested 
that the Joint float be temporarily aban¬ 
doned and that all currencies should float 
freely for a while—a move that would 
lead to a de facto revaluation of the mark. 
Political factors in W. Germany wilt 
almost certainly prevent this sensible and 
healthy move; elections in the USA will 
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similarly make preservation of an inter¬ 
national „ $how of strength where none 
exists temporarily expedient* The unpre¬ 
dictable time is the period after the elec¬ 
tions in autumn and the year-end holi¬ 
days when restraints are off. Until then 
at the earliest, the USA and western 
Eourpe—where prices rise steadily and, 
in some cases, fantastically (beef costs— 
£ 10 a pound in Hamburg)—will be intent 
on permit as little change as possible and 
on trying to ignore it when change is 
unavoidable. 

The west European attitude is negative 
and will remain so until many uncertaint¬ 
ies have been resolved. It is content to 
help preserve international peace by carry¬ 
ing a huge credit debt which the Soviet 
Union and east Europe generally has piled 
up to help forward their five-year indus¬ 
trial development plans. East Europe’s 
debt in credits to western Europe is now 
over 827 billion. Without this massive 
credit and debt servicing east Europe 
would have made even less progress than 
it has achieved; and the rate of expansion 
in east Europe is slowing down even with 
this help—the rate of growth in 1975 at 
5.1 per cent was exactly one per cent less 
than that for 1974. East Europe now has 
30 banks working in west Europe—often 
with western participation—to handle 
the loans and financing and to make a 
realistic profit from the well-known capi¬ 
talist business of handling other peoples’ 
money. 


The negative tone in west Europe is 


measured by the steady high level of un¬ 
employment, the unhealthy specially 
high level of worklessness among young 
people, the steady rise in short-time 
working and, most revealing of all, the 
unwillingness of business to invest. Buis- 
ness is still selling off stocks rather than 
investing in new production. The foreign 
worker is meeting steadily less welcome. 
Cologne has banned foreign workers from 
living within its limits unless they come 
from a Common Market country; Finland 
and Sweden are stopping the in flux of 
Turkish workers, some of whom arc try¬ 
ing to move on from West Germany and 
Austria and others who have left home 
because of the hopelessness of finding 
work there. 

The Market itself is in the position of 
failing to do anything worthy of its huge 
organisation. The joint farm policy has 
reached the point where strains arc al¬ 
most unbearable. Tha effect of currency 
fluctuations has been to impose what 
amount to tariffs within the supposed 
free-trade area. The market has failed 
to set a minimum safeguard price for 
crudc-oil imports which will delay setting 
up an energy policy for the Community 
and continue excessive dependence on 
oil for industry. The hang-over of the 
oil crisis and related balance of payments 
difficulties check initiative to produce 
export-directed business upswings. As 
serious bargaining begins again in 
Geneva over tariff cuts, wi*h the only 
serious initiative from the USA, western 
Europe's response is typically negative 
and lacking in suggestions. 
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WWftfiW QN THE WORLP 

Electrical engineering in Romania 

A Correspondent 


Romanian electrical engineering has 
recorded a high rate of growth accom¬ 
panied by a marked process of diversifi¬ 
cation and improvement in production so 
as to meet the changing state of the 
entire economy. It has also adjusted 
itself to world trends. 

The output of electrical engineering in 
1975 was over 20 times bigger than the 
production in 1960; consequently, its 
share in machine-building as a whole is 
more than 25 per cent. In the structure 
of electrical engineering the share of 
electronics has risen within one decade 
alone (1965-1975) from 25 per cent to 39 
per cent. 

diversification of structure 

A central question is the improvement 
in the structure and diversification of 
output in keeping with the necessities of 
the national economy. In 1965, of the 
total electronics output, 74 per cent was 
covered by consumer goods. This situa¬ 
tion was not satisfactory. A change was 
needed in the production of electronic 
components, especially of those needed 
for industrial purposes. Efforts have 
been made towards the assimilation of 
new technology, the transistorising of 
electronic equipment, and the use of 
measurement apparatus in analogical or 
digital variants. Consequently Romania 
turns out today transistoiiscd electronic 
apparatus for radios medicine and biology. 
Remarkable progress has been made in 
the domain of automation following the 
introduction of professional electronic 
devices. 

Romanian electronics iudustry has built 
FELIX-C-256 computers (universal com¬ 
puter of medium capacity of the third 
generation), the first Romanian-designed 
computer FELIX-C-32 of small capacity 
but of the third generation useful for 
book-keeping in enterprises, management 
of technological processes, and tcchnico- 
scientific computation. Invoicing, com¬ 
putation and book-keening machines, 
memory modules, peripheral equipment 


and others also make use of the latest 
electronic techniques. 

Of major importance for the national 
economy am high-power transformers and 
the high voltage apparatus needed by the 
national grid, covering tbe whole assort¬ 
ment up to voltages of 400 kV. The new 
series of distribution transformers which 
replaced tbe series elaborated in 1968, 
brings about reduction of power losses 
by some 8-10 per cent. 

The scope of electro-technical consu¬ 
mer goods has been enlarged and their 
quality has been improved. Let us recall 
for instance the complete transistoriza¬ 
tion of all types of radio sets and at a 
high level >of TV sets, the fabrication of 
new assortments such as oil radiators, 
asymmetrical beacons, compressor refri¬ 
gerators, as also the modernization of 
most of the products currently being 
fabricated. 

The performance of the products 
turned out by the machine-building in¬ 
dustry, as also bv other sectors of the 
national economy, is greatly conditioned 
by the characteristic features of the eq¬ 
uipment and components manufactured 
in the electronics industry. Not only are 
their sizes small but they also perform 
new functions. It is worthy of mention 
that in the total investments in equipment 
in Romania, the share for electrical en¬ 
gineering will reach, under the current 
five-year plan (1976-77) 25 to 30 per cent. 

•nlf-reliancn 

To play an important role in tha pro¬ 
motion of the policy of increased self- 
reliance, electrical engineering can make 
diversification of products and increased 
participation in the. manufacturing of the 
complex installations needed for the 
modernization and development of the 
other branches of the national economy. 

Few industries ate characterised by 
such a fast rate of renewal of produc¬ 
tion. Whereas in the early stages tbe 



renewal and improvement in production 
were based largely on the purchase of 
licences, in recent years more and more 
of these produets are being designed at 
home. Under the current five-year plan, 
this tendency gets more marked. A majo¬ 
rity df products is to he of Romanian 
design, the imports meaning only of a flew 
licences of highly technical apparatus. 
New diesel and electric locomotives, 
controlled rectifiers, special equipment 
for machine tools, improved series of 
electric machines, power condensers, 
electronic components and integrated 
circuits, elsctronic computers, electric 
apparatus of air commutation, aome 
electric and electronic consumer goods, 
cables, electro-insulating materials are 
among the products currently bring 
manufactured. 

skilled manpower 

The highly qualitative tasks listed in 
the current five-year plan for electrical 
engineering (which employs equipment 
of the highest technical standard and 
manufactures products of special fineness 
and accuracy) call for a persevering con¬ 
cern with an adequate training of man¬ 
power. The task has become complex 
since some factories have been recently 
built in zones with lesser industrial tradi¬ 
tions. Increasing particularly will be 
the share of the staff in the design acti¬ 
vity, so as to meet the programmes of 
assimilation of the new products and of 
raising the technical-standard of produc¬ 
tion. It is envisaged that this share will 
reach 6.3 per cent in 1980 as against only 
3.1 per cent at present. 

As to the medium-trained cadres of 
technicians and foremen, the new schools 
have trained in the last 2-3 years on the 
average over 2,400 a year. The demand 
of the existing enterprises is being met 
but special attention will need to be paid 
to the new industrial objectives in zones 
wkh lesser industrial tradition, and far 
which the question of cadres' training, 
be they workers, technicians, foremea or 
engineers, will become a question of 
high priority. 
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TRADE 

WINDS 


India-Canada 
Cooperation 

Recognising the importance 
of dryland agriculture in the 
country’scconomy, a National 
Committee of Experts consti¬ 
tuted by the Planning Com¬ 
mission, emphasised in 1969, 
that attention should be paid 
to the improvement of pro¬ 
duction and income potential 
of semi-arid farming and high 
altitude and humid area farm¬ 
ing. As a result, the All- 
India Coordinated Research 
Project of Dryland Agricul¬ 
ture was started during the 
fourth five year Plan, with an 
outlay of Rs 1.78 crores. In 
view of the imporance given 
to the dryland agriculture, 
the government of Canada 
came forward to collaborate 
with the government of India 
in this national effort during 
the fourth Plan period. Accor¬ 
dingly, an Indo-Canadian 
Agreement was signed in 
August 1970, for five years, 
which was subsequently ex¬ 
tended upto March 31, 1976. 
The Canadian government 
contributed 1.9 million dollars 
(Canadian) for Phase I of the 
project. 

The research conducted 
under the project so far has 
shown that yields could be in¬ 
creased by at least 100 per 
cent by using improved varie¬ 
ties, good sowing methods, 
weed control and proper 
water and fertilizer use. It 
has also been established that 
crop production could be in¬ 
tensified by growing inter¬ 
crops or sequential crops in 
certain regions by exploiting 
the" agro-climatic resources. 
The Research Project on 
Dryland Agriculture is being 
intensified m the fifth Plan 
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programme. The Canadian 
government has proposed to 
continue its support in Phase 
II of the collaboration for the 
Dryland project during the 
fifth Plan period. A five-year 
technical collaboration agree¬ 
ment on Dryland Agriculture 
was, therefore, signed recently 
between the governments of 
India and Canada. 

The governn ent of Canada 
will contribute 1.63 million 
dollars (Canadian) in foreign 
currency and Rs 1.15 crores, in 
Indian currency, during the 
five year period. The foreign 
exchange component of (he 
contribution will be utilised 
primarily for cooperative re¬ 
search, exchange of scientists, 
field and laboratory equip¬ 
ments and supplies. A sum 
of Rs 34.3 crores has been 
provided by the government 
of India, for the All-India 
Coordinated Research Project 
on Dryland Agriculture, dur¬ 
ing the fifth Plan period. 

Yen Credit 

The governments of Japan 
and India recently exchanged 
notes concerning the Japanese 
commodity loan to India for 
the year 1975-76 ,upto an 
amount of 7 billion Yen (eq¬ 
uivalent to Rs 20.89 crores at 
the current exchange rate). 

1 he notes were exchanged bet¬ 
ween Mr Takashi Suzuki, 
Ambassador of Japan to India 
and Mr M. G. Kaul, Secre¬ 
tary, Department of Economic 
Affairs, ministry of Finance, 
on behalf of their respective 
governments. This commodity 
loan is a part of the fifteenth 
Yen Credit in the aggregate 
amount of 30.2 billion Yen i 
(equivalent to Rs 90 crores at 1 
the current exchange rate) ex- 
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tended by Japan to India for 
the year 1975-76. 

Another note coveting the 
other segments of the fifteenth 
Yen Credit, viz. Debt Relief 
Loan for 12.3 billion Yen 
(equivalent to Rs 36.59 crores 
at the current exchange rate) 
and Project Loan for 10.9 
billion Yen (equivalent to 
Rs 32.52 crores at the current 
exchange rate), were exchang¬ 
ed on August 22 and Septem¬ 
ber 12, 1975, respectively. 

Economic Assistance to 
Mozambique 

The deputy minister in the 
ministry of External Affairs, 
Mr Bipinpal Das stated in the 
Lok Sabha recently that at 
present, when Mozambique 
has taken the bold and prin¬ 
ciple step of imposing UN 
sanctions against Rhodesia, 
the sympathies of the govern¬ 
ment and people of India arc 
wholly with Mozambique and 
the freedom fighters of Zim¬ 
babwe. As a mark of our 
solidarity with the govern¬ 
ment of Mozambique in this 
critical situation, this country 
has decided to extend econo¬ 
mic and technical assistance 
to Mozambique. 

The extent and form of such 
assistance will be determined 
only after we hear further from 
the Secretary General of the 
United Nations and the Secre¬ 
tary General of the Com¬ 
monwealth as well as from 
the government of Mozam¬ 
bique about the priorities of 
their requirements. In the 
meantime, this country, as an 
immediate gesture, decided to 
make a grant of Rs 900,000 
as assistance to (he govern¬ 
ment of Mozambique to be 
used for the purchase of some 
of its requirements from 
India. This grant will form 
part of the collective contribu¬ 
tion to Mozambique by the 
Commonwealth. 

Banks to Receive Taxes 

From April l, 1976, income- 
tax and other direct taxes can 
be deposited in selected public 
sector banks. Under a new 


scheme aimed at providing 
greater facilities to citizens, 
selected public sector banks 
in eight metropolitan centres 
started receiving the pay¬ 
ments. These payments will 
be accepted by the authorised 
branches only in cash or by a 
local cheque or draft drawn 
specifically on the branch of 
the public sector bank at 
which the payment is to be 
made. The eight metropolitan 
centres where the scheme has 
been introduced are Ahmeda- 
bad, Bangalore, Greater Bom¬ 
bay, Calcutta, Delhi and 
New Delhi, Hyderabad, Kan¬ 
pur and Madras. 

Previously the income and 
other direct taxes were collec¬ 
ted only by the Reserve Bank 
of India in the metropolitan 
cities and by some of the 
branches of the State Bank or 
a subsidiary of the State 
Bank conducting' government 
business. The existing facili¬ 
ties for payment at these cen¬ 
tres will continue. The num¬ 
ber of receiving points for 
direct taxes is being increased 
so that the taxpayers are not 
put to inconvenience. 

Scooters Plantat 
Jammu 

An agicement has been 
signed between Scooters India 
Limited (a public sector unit 
under the ministry of Indus¬ 
try and Civil Supplies) and the 
Jammu and Kashmir Indus¬ 
trial Development Corporation 
for the erection of a scooter 
manufacturing factory at 
Jammu. This unit will have 
an annual production capa¬ 
city for the manufacture of 
12,000 scooters. The type will 
be the same as the 'VijaF 
scooter manufactured at Luck¬ 
now and already marketed by 
Scooters India Limited. Scoo¬ 
ters India Limited have licens¬ 
ed seven units for the manu¬ 
facture of these scooters in 
various parts of the country. 
Under the licensing agree¬ 
ment, the engine and trans¬ 
mission will be supplied by 
Scooters India Limited/while 
other parts will be manufac¬ 
tured by the state units. The 
machines would be assembled 
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at each unit and marketed 
directly. 

Limestone Crushing 
Plant 

A big limestone crushing 
plant, set up by Engineering 
Projects (India) Limited, has 
been commissioned at Bokajan, 
Assam. The plant, with a 
crushing]capaciiy of 200 tonnes 
per hour, is the first plant of 
this size in the north-eastern 
region. It can crush limes¬ 
tone of varying sizes ranging 
from 750 mm to less than 25 
mm. It has been erected and 
commissioned for the cement 
factory of the Cement Corpo¬ 
ration of India at Bokajan by 
EPI, which is a public sector 
contracting company under 
the ministry of Industry and 
Civil Supplies. This plant is 
one of the most sophisticated 
crushing plants in India. Ail 
the mechanical equipment is 
electrically inter-locked and is 
operated from a centralised 
control room. EPI has suc¬ 
cessfully executed six such 
projects, including two out¬ 
side India. It has in hand 42 
projects of the total value of 
Rs 160.0 crorcs. Oat of these 
42 projects, as many as 12 are 
in foreign countries and arc 
valued at about Rs 40.0 
crorcs. 

Rural Electrification 

The Rural Electrification 
Corporation (REC) had ap- 
proved 340 rural electrifica¬ 
tion projects for a total loan 
assistance ofRs. 136.88 crores. 
These included 117 projects 
involving a loan assistance 
of Rs 64.99 crorcs under the 
Minimum Needs Programme. 
Besides, the Corporation hid 
also approved 2 pre-construc¬ 
tion loans amounting tc 
Rs 200,000 for two i ew rural 
electric cooperatives and a 
supplementary loan of Rs 38 
lakhs for one of thz rural 
electric cooperatives projects 
approved in 1970-71. In ad¬ 
dition. a loan of Rs I.!5 
crores had been given to three 
state governments from out 
of Special Development Re¬ 
serve for subscribing to the 
share capital of rural elec¬ 


tric cooperatives. Thus, the c 
total loan assistance given by r 
the REC during 1974-75 
amounted to Rs 138.43 crores. 

s 

The Corporation earned the t 
profit of ovefr * Rs * 3.03 crores j 
as compared to over Rs 2.54 \ 
crores in 1973-74. It paid ] 
a dividend of Rs 50 lakhs on | 
to the central revenue as all \ 
the shares of the Corporation ( 
are held by the central govern- j 
ment. Of the 340 new pro- | 
jects approved during the £ 
year under review 312 were s 
area projects while the re- € 
maining 28 were special pro- . 
jejts for Transmission and s 
System Improvement. The { 
area projects envisaged energi¬ 
sation of 128,574 agricultural | 
pumpNcti ai d extension of 
electricity to 18.859 small 
industries 529,179 domestic 
and commercial coruucibns . 
and 819.28 street Lgh‘s in 
279,19 villages. 

Khadi and Village 1 
Industries Commission ■■ 

b 

Th: government has rccon- f 
stitutccl the Khadi and Village c 
Industries Commission. The c 
new chairman of the Com- t 
mission is Mr A.M. Thomas t 
and the new members of the j 
Commission arc: Mr Balmiki i 
Chiudhary, Mr Jagpat Dubcy i 
and Mr Narendra Dubey. The j 
earlier Commission had only j 
two members besides the \ 
chairman. 

1 

Railway Track Moder- ] 
nisation i 

J 

Indian Railways have i 
launched an ambitious pro- 1 
gramme to use prestressed 
concrete sleepers to moder¬ 
nise their Permanent Way to 
to suit the heavier traffic den¬ 
sity and higher speeds on 
their main trunk routes and 
reduce maintenance costs. 
Long and continuous welded 
rails are being laid over con¬ 
crete sleepers fitted with < 
clastic fastenings. This would | 
considerably improve the 
riding comfort to the tra- < 
veiling public and reduce the 
operational and maintenance 1 

758 


costs by elimination of noisy 
rail joints. 

The work of laying concrete 
sleepers is going on in the 
Ballabhgarh-Rundi Section of 
the Central Railway, and 
Kanpur-AIlahabad Section of 
the Northern Railway on the 
New Delhi-Hawrah Rajadhani 
route. It has been found 
that the heavy concrete sleep¬ 
ers are ideally suited for 
laying of continuous welded 
track and high speeds on 
account of their greater suit¬ 
ability in track. These sleep¬ 
ers have economic advantages 
also on account of their long 
service life of 40 to 50 years 
and easy maintainability. 

Low-priced Television 
Set 

The small-scale industry has 
b r ought out a Janta typ: of 
television set with rcdic:d 
price without affecting quality 
and performance. This re: is 
priced at Rs 1,800 and is of 
51 cm size. This price is in¬ 
clusive of excise and central 
sales tax but exclusive of local 
taxes. At this price it will be 
cheaper by 35 p:r cent as 
compared to other sets of 
the same size. The inaugu- 
tion of this set was performed 
recently by Mr A.P. Sharina, 
minister of State in the minis¬ 
try of Industry and Civil 
Supplies, at the premises of 
factory in the Okhlu Indus¬ 
trial Estate, New Delhi. 
This Janta type television set 
has been max to.ted in keeping 
with the prime minister’s 
recent exhoitation to the TV 
industry to go in for the 
manufacture of low-priccd 
television sets. The produc¬ 
tion of these sets would be 
of the order of 2,(TO per 
month in the beginning. The 
production will be increased 
as the demand mounts up. 

FCI Nitrogen 
Production 

The Fertilizer Corporation 
of India (FCI) has exceeded 
production target for the year 
1975-76 which has just con¬ 
cluded by producing more than 
365,000 tonnes of Nitrogen of 
which fertilizer Nitrogen was 


in excess o t 34O,O0O tonnes. 
Tjiis represents nearly 23 per 
cent of the total all-India pro¬ 
duction during the year. FCI’s 
five operating units together 
at Nangal, Sindri, Trombay, 
Namrup and Gorakhpur where 
the expansion project went 
on stream only in January 
this year, made a capacity 
utilisation of 88 per cent. 

The Namrup Unit exceeded 
the rated capacity and its actual 
production was in excess of 100 
percent whereas the produc- 
duction at Trombay and 
Nangal Units was 97 per cent 
and 98 per cent of their res¬ 
pective rated capacities The 
target at Durgapur was deli¬ 
berately kept at a bw figure 
to allow identified deficiencies, 
and in actual practice this 
target was also exceeded. The 
capacityutilisation at Gorakh¬ 
pur Unit was limited to 72 
p;r cent due to constant 
power interruptions and power 
cuts during the year. 

Import Substitution 
in Defence Stores 

The Department of Defence 
Supplies has welcomed the 
proposal made by Associa¬ 
tion of Indian Engineering 
Industry (A1EI) to set up 
joint working groups of ex¬ 
perts for periodical review of 
lists of Defence stores items 
at present being imported. 
These working groups consis¬ 
ting of representatives of 
AIEI and the concerned 
technical committees would 
review from time to time 
items requiring indigenisation. 

The Department of 
Defence Supplies has also 
welcomed AlEI's proposal for 
institution of an indegeni- 
sation award for firms under¬ 
taking significant indigeni- 
sation effort in Defence Sto¬ 
res. Such recognition would 
not only give a boost to the 
indigenisation effort but also 
render appreciation of Indus¬ 
try’s contribution to Defence 
efforts. These are some of 
the principal conclusions of 
the AIEI Workshop on De¬ 
fence Supplies recently organi- 
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sed by AIJSl with the active 
participation of the Depart¬ 
ment of Defence Supplies. 

Coir Export! 

The European Economic 
community has agreed to cut 
tariffs in three months and to 
grant duty-free entry for this 
country fromJanuary 1, 
1978. The July l reduction 
would bring tariffs down to 20 
per cent of what they were only 
a few years ago so that the 
new rate on mats and matting, 
for example, would be 4.6 
per cent instead of 9.2 per¬ 
cent. This represents a sub¬ 
stantial concession by the EEC 
which wanted to phase out the 
remaining tariffs in four stages, 
between now and January I, 
1978. Whether the commu¬ 
nity will equally accommodat¬ 
ing on jute should be establi¬ 
shed later when negotiations 
for a new agreement are taken 
up. 

Support Price for Jute 

The Agricultural Prices Com¬ 
mission has recommended a 
uniform minimum support 
price of Rs 140 a quintal for 
raw jute tor 1976-77 season, 
it is reported. This is Rs 5 
more than the existing mini¬ 
mum price for the current sea¬ 
son. The APC has forwarded 
its recommendation to the 
ministry of Agriculture. Intcr- 
ministcrial consultations bet¬ 
ween the Agriculture and Com¬ 
merce ministry are on and a 
decision will soon be taken. 
An early announcement is ex¬ 
pected in order to influence 
sowings. The commission in 
recommending the small in¬ 
crease, has expressed serious 
concern over the fall in acreage 
in jute for the last two succes¬ 
sive years. It has placed the 
final estimate of raw jute for 
the current season at 4.46 mil¬ 
lion bales. 

Rupee Upvalued 

The Reserve Bank of India 
announced on April 3, an up¬ 
ward revision in the exchange 
value of the rupee in relation 
to pound sterling by 2.0 per 


cent with immediate effect. 
The revision is a sequal to the 
renewed weakness of the British 
currency in the international 
currency markets. On the 
London Foreign Exchange 
Market the pound sterling lost 
four and half cents against 
the US dollar during the last 
few days. The new buying 
and selling rales of the pound 
have been fixed as to yield a 
middle rate of Rs 16.90 per 
pound as against the existing 
rate of Rs 17.25. The new 
rates for spot delivery are: 
Buying £5.9347 per Rs 100 
(corresponding to Rs 16.85 per 


&); Selling: £$.8997 per Rs 100 
(corresponding to Rs 16.95 
per £). This is the third 
time within a month that 
rupee had to be upvalued. 

Incom* tax settlement 
Panel 

The government of India has 
constituted a high-powered in¬ 
come tax settlement commis¬ 
sion with Mr C.C. Ganapathy 
as chairman. The commis¬ 
sion, which will have two part- 
time members, will provide 
the machinery to which any 
assessee could go for compro¬ 
mise and settlement at any 


stage of the proceedings. Any 
order of settlement passed by 
the commission, shall be con¬ 
clusive and cannot be reopened 
in any proceedings under the 
income-tax or any other law 
in force. The appointment of 
the commission follows the 
acceptance by government of 
the recommendation of the 
Direct Taxes (Wanchoo) En¬ 
quiry Committee, which had 
said that the doer for com¬ 
promise for an erring tax¬ 
payer should not be closed for 
ever and that there should 
be room for compromise and 
settlement. 
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WIN AN AWARD 
FOR 

IMPORT SUBSTITUTION 


The scheme of National Award for Import Substitution for the development of a new process 
or a new product is further extended to giving recognition to worthwhile import substitution 
effort towards spares and components also. If you have substituted imported spares result¬ 
ing in savings of foreign exchange of some recognition, then tell us and you can win a hand¬ 
some award. 


i 

(Twice a year: 
<j> TO INDIVIDUALS 
$ Cash Awards, ranging from 
Rs. 2,000 to 25,000 


♦ 

* 

* 


AWARDS 

August 15 and January 26) 

TO INSTITUTIONS 
Gold, Silver and Bron/e Shields 
TO BOTH 

Certificates of Merit/of Appreciation 


Basis for award 

* how effective the substitute (spare or component) is in various fields of application. 

* the amount of foreign exchange saved due to commercialisation. 

* the extent of indigenous technical know-how used in producing it. 

* the extent of research involved in development. 

* its acceptability in terms of price, quality and performance by the consumer. 

41 the amount of indigenous materials that go into its manufacture. 


L -o- 


For application forms and details write to : 

THE MEMBER-SECRETARY 
Board of Awards for Import Substitution, 
Directorate General of Technical Development, 
Udyog Bhavan, New Delhi-110011 
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COMPANY 

AFFAIRS 


Indian Rayon 

A move is afoot tojmerge Jaya 
Sbree Textiles and" Industries 
with the Indian Rayon Cor¬ 
poration. The proposal, 
which is subject to the sanc¬ 
tion of the government and 
the High Courts of Calcutta 
aad Ahmedabad, will take 
effect from January 1,1976. 
if approved by the share¬ 
holders. The scheme provides 
for the issue of one hundred- 
rupee equity share of Indian 
Rayon for every ten, ten-rupee 
equity shares of Jaya Shree 
Textiles. The holders of 9.3 
per cent and 9.5 per cent 
redeemable cumulative pre¬ 
ference shares of Jaya Shree 
Textiles will receive preference 
shares of Indian Rayon issued 
on similar terms in the one- 
for-one ratio. 

The Boards of the both 
the companies consider 
these ratios as fair. The 
proposed merger is stated 
to be advantageous to the 
shareholders of both the 
companies. The combined 
financial resources will pro¬ 
vide adequate funds for work¬ 
ing capital as well as for 
expansion and diversification 
of activities. The amalgama¬ 
tion will also lead to economy 
in administrative and other 
expenses resulting in improved 
profitability. Thus it is in 
the interests of the sharehold¬ 
ers of both the companies that 
the scheme should be put 
through. 

Facit Asia 

Facit Asia, which manu¬ 
factures calculators, at pre¬ 
sent, plans to undertake 
the production of Facit 1720 
typewriters in India in colla¬ 
boration with Facit AB of 
Sweden. The company has al¬ 
ready received an industrial 
licence for the manufacture 


of 20,000 typewriters a year 
and has made considerable 
progress in the implementa- 
t ion of the project. It expects 
to start production by the 
end of 1976. Nearly 25 per 
cent of its total production 
will be earmarked for export. 
The project, which will involve 
a total capital investment of 
Rs 2.15 crorcs, will be finan¬ 
ced by foreign exchange loan 
of Rs 78.16 lakhs, ICICI loan 
of Rs40 lakhs and 1FCI loan 
of Rs 38.16 lakhs), term loans 
of Rs 34 lakhs, bill re¬ 
discounting facilities for Rs 18 
lakhs, fixed deposits of Rs 5 
lakhs and internal resources 
of Rs 18.53 lakhs. Besides, 
the company also proposes to 
make a right issue of Rs 61 
lakhs to which the collabora¬ 
tors will subscribs to the tune 
of Rs 19.2 lakhs. The balance 
is expected to be taken up 
by the remaining shareholders 
on a rights basis. The com¬ 
pany has urged the govern¬ 
ment to extend the last date 
for subscription to the rights 
issue to May 31. 

Molins of India 

The directors of Molins of 
India Ltd have resumed divi¬ 
dend on equity shares with a 
payment of 10 per cent for 
the year ended December 31, 
1975, Out of the proposed 
dividend, six per cent will be 
paid immediately on July 5, 
1976 while another two per 
cent being the first instalment 
of the deferred dividend, will 
also be paid on July 5. The 
balance of two per cent will be 
paid together with interest 
at eight per cent per annum; 
on July 5, 1977. Although 
sales went up during the year 
to Rs 2.47 crotes from Rs 
2.23 crores, the profit after 
allowing for depreciation but 
before providing for taxation, 
declined to Rs 51.81 lakhs 


from Rs 68.27 lakhs in 1974. 
Taxation absorbed Rs 29.25 
lakhs as against Rs 46.00 
lakhs in the earlier year. 
After other adjustments, the 
disposable surplus amounted 
to Rs 22.88 lakhs as compared 
to Rs 28.61 lakhs in the pre¬ 
ceding year. Out of this, a 
sum of Rs 12.88 lakhs was 
transferred to general reserve 
as against R$ 28.31 lakhs 
while no allocation has been 
made for development rebate 
reserve as against Rs 29,700 
provided previously. The pro¬ 
posed dividend will claim 
Rs 10.00 lakhs. 

Usha Martin Black 

The directors of Usha Martin 
Black (Wire Ropes) Ltd at 
its meeting hsld on March 29, 
1976 proposed to step up 
the equity dividend to 15 
per cent (11.40 per cent 1.80 
plus 1.80 per cent deferred 
dividend) for 1975 from 12 per 
cent paid for 1974. The turn¬ 
over has risen to Rs 16.14 
crores from Rs 13,90 crores 
in the previous year, thus 
registering an increase of more 
than 20 per cent. The com¬ 
pany has earned a gross profit 
of Rs 136.74 lakhs in 197o 
against Rs 120.58 lakhs in the 
previous year. The allocations 
arc Rs 27.90 lakhs for depre¬ 
ciation, Rs 58.48 lakhs for 
taxation and Rs 32.20 lakhs 
for general reserve as against 
Rs 27.31 lakhs, Rs 41.50 lakhs 
and Rs 49.70 lakhs provided 
respectively in 1974. The net 
profit after taxation has 
amounted to Rs 50.36 lakhs 
against Rs 41.90 lakhs in the 
previous year. 

The company's export sales, 
during the year under review, 
inspiteof stiff competition from 
the developed countries and 
worldwide recession, was 
about Rs 3.29 crores. 

The company : has been 


awarded ! Regional Shield by 
Engineering Export Promotion 
Cotmci! for its highest export 
performance in eastern region 
by the large scale units during 
the year 1974-75. 

Steps are being taken for 
implementation of the letter 
of intent for expansion of 
company’s Ranchi factory to 
manufacture 1300 M/T of 
large diameter of wire ropes 
per annum. 

Balmer Lawrie 

Two subsidiary companies 
of Balmer Lawrie and Co. 
namely, Steel Containers Ltd 
and Industrial Containers Ltd 
arc to be amalgamated with 
Balmer Lawrie and Co. 
Under the scheme, which 
will be effective from Janu¬ 
ary 1, 1975. Holders of 

every three fully-paid ordi¬ 
nary shares of Rs 10 each of 
Steel Containers and of every 
six fully-paid ordinary sha¬ 
res of Rs 10 each of Industrial 
Containers, will be allotted 
one fully-paid ordinary share 
of Balmer Lawrie and Co. The 
allotment of shares of Balmer 
Lawrie to non-resident share¬ 
holders of the two companies 
which are being amalgamated 
will be subject to the approval 
of the Reserve Bank of India 
under the Foreign Exchange 
Regulation Act, 1973. Frac¬ 
tions, if any, will be consoli¬ 
dated and sold at such price 
or prices as many be approved 
by the board of Balmer 
Lawrie and proceeds distri¬ 
buted amongst the holders of 
the amalgamating companies 
in the ratio of their respective 
entitlements. 

Atlas Copco 

Sales of Atlas Copco (India) 
Ltd during 1975 were margi¬ 
nally lower at Rs 103.054 
million as against the 
Rs 103.962 million in the pre¬ 
ceding year. The gross pro¬ 
fit for the year was, how¬ 
ever, appreciably higher at 
Rs 19.781 million as compared 
to Rs 17.361 million in 1974. 
After providing Rs 1.229 
million for depreciation, 
Rs 0.035 million for develop¬ 
ment rebate reserve and 
Rs 13.100 million for taxation. 
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.the balance worked out to gunned on January 20, 1976 oa acontinuous basis to study at a satisfactory level, except 
Rs 5.417 dtillioa. Profits for and the Electric-Chemical shrmip life cycle, breeding at the EMD plant, Thana, 
the year amounting to Research Laboratory at Cal- and migration grounds and Bombay, where for compelling 
Rs 0.409 million was trans- cutta. Alongside these new shrimp harvesting techniques, reasons, the plant was locked- 
ferred to special reserve and research locations, the com- Despite several constraints out for over six months. 

Rs 5.008 million to General Pany plans to further equip such as power shortage and Sales were a shade higher 
Reserve No. 3. The Board of the laboratories at several difficulties of obtaining ade- at-Rs 1.07 billion during 1975 
Directors have recommended plant locations, and conduct quate funds for working capi- as against Rs 1.03 billion 
a higher dividend of 16 per research at Visakhapatnam tal, production was maintained in the previus year, due 
cent as against 12 per cent 
declared for 1974. The pro¬ 
posed dividend will absorb 
Rs 1.285 million and will be 
paid out of the General Re¬ 
serve No. 3, in accordance 
with the provisions of the 
Companies (Temporary Res¬ 
trictions on Dividends) Act, 

1974, if declared at the annual 
general meeting to be held on 
May 6, 1976. 

Union Carbide 

Union Carbide India Ltd 
which has extensively diversi¬ 
fied its manufacturing activities 
during the past few years, has 
now embarked upon farther 
ambitious expansion pro¬ 
grammes. The two current 
major expansion activities of 
the company are in the fields 
of MIC based pesticides for 
agriculture and shrimp fish¬ 
ing for export markets. The 
EXIM Bank, USA and first 
National City Bank, USA, 
have granted a foreign ex¬ 
change loan totalling US $2.5 
million for import of equip¬ 
ment required for the MIC 
project. The government’s 
approval to the terms of in¬ 
terest and repayment is ex¬ 
pected shortly. Meanwhile 
certain proposals have been 
made to the governments for 
compliance with the require¬ 
ments of Foreign Exchange 
Regulations Act in regard to 
dilution of foieign equity in 
the company, which are at 
present under the considera¬ 
tion of the government. 

The company continued to 
intensify its activities in the 
field of research and develop¬ 
ment. A broad-based research 
and development programme 
has been planned, covering 
many of the company’s pro¬ 
ducts and procesaeaThis work 
will.be considerably aided by 
the completion of the Agricul¬ 
tural Chemicals Research Cen¬ 
tre at Bhopal, whioh was insu- 
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to general wealdng of de¬ 
mand for many products. 
Steps were taken to expand 
and strengthen the existing 
distribution network in order 
to provide better services to 
its customers. Exports during 
the year under review were 
significantly higher at Rs 30 
million as compared to 
Rs 23 million in the previous 
year. Exports of shrimps 
during the year were Rs 12.6 
million, recording a substan¬ 
tial increase over last year. A 
letter of Intent has been 
received from the government 
for the manufacture of nady- 
to-wear garments at Calcutta, 
wholly meant for export. 

No provision has b;en made 
for tax liability in respect of 
the profits for the year 197S. 
Incidence of tax is estimated 
at Rs 6.45 crores which when 
assessed will be paid out of the 
general reserve. O i this basis, 
the estimated net profit after 
tax amounts to Rs 4.9 crores. 

The directors hav: recom¬ 
mended a divided of Rs 1.10 
per share, and it will absorb 
Rs 2.03 crores and will be paid 
out of the current year’s profits 
transferred to general reserve. 

Ramon Engineering 

Ramon Engineering Ltd has 
made satisfactory progress in 
the implementation of its 
project for the mai.uf cturc 
of mopeds. The prototype 
developed by the company has 
already b en submitted to the 
Vehicle Research and Develop¬ 
ment Establishment, and has 
been certified as roadworthy. 
Commercial production is ex¬ 
pected to commence by June 
1976. During the year ended 
September 30, 1975 the com¬ 
pany incurred an expenditure 
of Rs 5.44 lakhs. After pro¬ 
viding Rs 3,504 for deprecia¬ 
tion and transferring Rs 4.85 
lakhs as unallocated capital 
expenditure, the loss during 
the period worked out to 
Rs 56,298 which has been 
carried to the balance sheet. 

State Bank of India 

Aggregtte deposits of the 
State Bank of India rose by 
Rs. 414 crores (15.4 per cent) 
in 1975 compared to Rs 476 


crores (21.5 per «eut) in 
the previous year, primarily 
due to the additional'deposits 
secured from the corporate 
sector. The deposit growth 
of the Bank during the five 
years ended 1975 was 153.8 
per cent as against the average 
of 137.2 per cent of the other 
scheduled commercial banks. 
The total deposits (including 
other accounts) of the Bank 
at the end of 1975 were of the 
order of Rs 3,597,81 lakhs. 

Credit Expansion 

Credit, on the other hand, 
expanded faster by Rs 571 
crores (32.7 per cent) in 1975 
as compared to Rs 165 crores 
(10.4 per cent) in 1974. In 
percentage terms, the rate of 
credit expansion of the Bank 
at 32.7 was considerably 
higher than 22.5 for all 
scheduled commercial banks. 
Food procurement advances of 
the Bank increased by Rs 199 
crores against a decline of 
Rs 67 crores in 1974, while 
non-food advances went up by 
Rs 372 crores in 1975 against 
Rs 232 crores in the previous 
year. The advances to the 
public sector undertakings and 
priority sectors accounted for 
a major portion of the rise 
under non-food advances. The 
total advances of the bank (in¬ 
cluding bills) at the end ofl975 
stood at Rs 2,501,02 lakhs. 

The Bank opened 419 offices 
during the year as against 375 
in 1974. Out of these, 334 were 
located in rural and semi- 
urban areas, 54 at urban and 31 
at metropolitan centres. Also, 
of the new offices, as many as 
99 were located in under¬ 
banked districts where the 
average population served per 
bank office exceeded 75,000. 
The total number of offices, 
of the Bank in India stood at 
3,814 at the end of 1975. 

Of the 67 Lead Districts of 
the Bank the credit plan for 
Gorakhpur district prepared 
in 1973 is under implementa¬ 
tion. As regards centres identi¬ 
fied for branch expansion 
under the initial surveys in the 
districts under the Lead Bank 
Scheme, the Bank has opened 
offices at 121 centers out of 
154 centres allotted to it in its 


lead districts and 164 offices 
out of 200 in districts allotted 
to other banks. Out of the 75 
centres allotted to other banks 
in our lead districts, they have 
so far opened offices at 45 
centres. 

The total direct and indirect 
finance provided by the Bank 
for Agriculture, recorded an 
overall increase of Rs 64 crores 
and aggregated Rs 241 crores 
at the end of 1975. Being the 
lead Bank for Gorakhbur dis¬ 
trict, in UP., the Bank 
sponsored the setting up of 
‘Gorakhpur Kshetriya Gramm 
Bank’ with its head office at 
Gorakhpur in conformity with 
the decision to set up Regio¬ 
nal Rural Banks in the coun¬ 
try. This Bank started func¬ 
tioning in October 1975. 

The number of small scale 
units financed by the Bank 
increased from 71,668 in 1974 
to 87,716 in 1975, and the 
amount of assistance provided 
to thess units increased from 
Rs 286 crores in 1974 to 
Rs 320 crores in 1975. 

During the year, export 
credit provided by the Bank 
increased by Rs 33 crores to 
Rs 200 crores compared to the 
increase of Rs 17 crores in 
1974. 

Overseas Branches 

The off-shore branch at 
Nassau (Bahamas) which com¬ 
menced its operations on 
April 7, 1975 has been pro¬ 
viding adequate support to 
the growing business of the 
Bank’s New York Branch. 
A branch of the Bank was 
opened at Dacca on May 
5, 1975. A full-fledged 

branch of the Bank started 
functioning at Chicago on 
December 29, 1975. Another 
branch in London in Gotders 
Green area is expected to be 
opened in 1976. Arrange¬ 
ments are in hand to set up 
Representative Offices in 
Bahrain, Moscow and Manila. 

The Merchant Banking 
Division of the Bank success¬ 
fully managed 10 issues in¬ 
volving capital of more than 
Rs 18 crores as against 7 issues 
for over Rs 3 crores in 1974. 
The Division is engaged in 
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rendering advisory assistance 
tokover 40 projects. 

THe net profit after the usual 
and necessary provisions rose 
to Rs 6.53 crores from Rs 4.61 
crores in 1974. The dividend 
was stepped up steeply to 27 
per cent for 1975 as against 12 
per cent paid for 1974. 

Naws nnd Notes 

Subject to the approval of the 
Governmentof India the Direc¬ 
tors of BASF India Ltd have 
proposed to capitalise Rs 17.5 
lakhs from general reserves 
and distribute the amount as 
1,75,000 bonus shares of 
Rs 10/-each to the existing 
equity shareholders in the 
proportion of one new equity 
share for every three existing 
equity shares. Besides they 
have recommended payment of 
divided at the rate of 9.5 per 
cent on preference shares and 
15 per cent on equity shares. 

The Board of Directors of 
American Express Company 
has declared the regular 
quarterly dividend of <0.20 
per common share, payable 


The Economist 
Intelligence Unit 
London 

Just out 

EIU World Outlock 1976 

A guide to economic prospecty 

D ctailed. coun try-by-country 
forecasts, and an introductory 
section analysing the broad 
economic developments which 
will determine world business 
tren ds in 1976, provide an essen¬ 
tial data base for decisions that 
need to take full account of the 
economic changes likely during 
1976. These forecasts which cover 
150 countries include develop¬ 
ments upto the end of January. 

Single copy £11/-including air 
mail postage. Available against 
Rupee payment from J. A Shah, 
Exclusive Representative la India, 
67 Marine Drive, Bombay 400020. 
Price in Rupees 187/- including 
airmail postage or at the special 
rate of R& 153/- to QBR subscri¬ 
bers. Payment by cheque in 
favour of J. A. Shah should ac¬ 
company the order. 
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May 10, 1976, to holders of 
recbrd April 9, 1976. This is 
the I09lh consecutive year in 
which American Express Com¬ 
pany has paid dividends to its 
shafehold rs. 

Dr Beck ft Co. (India) Ltd., 
Gedore Tools (India) Pvt. Ltd., 
Motor Industries Co. Ltd, 
TELCO Ltd., Bombay Dyeing 
ft Mfg. Co Ltd. and Dodsal 
Pvt- Ltd. are the winners of 
the newly instituted Indo- 
German Chamber Awards for 
outstanding export perfor¬ 
mance by an Indo-German 
venture respectively for out¬ 
standing achievements in 
tndo-Gcrman trade relations. 

In 1975, Dr Beck exported 
52 per cent of their total turn¬ 
over, and Gedore Tools even 
63 per cent. Motor Industries 
exported goods worth Rs 87 6 
million in 1975, out of which 
automobile parts worth more 
than Rs 65 million went to 
Germany. The total export 
figures of TELCO during the 
year 1975 are nearly Rs 180 
million. 

During the years 1974 and 
1975, Bombay Dyeing export¬ 
ed textiles worth more than 
Rs 28 million, and Dodsal 
goods worth more than Rs 26 
million to the Federal Repub¬ 
lic of Germany. 

The Bhopal Unit of the 
Bharat Heavy Electricals Ltd. 
has rolled out the 10,000th 
Type BV 11 kV Switchgear. 
This marks a landmark in the 
manufacture of this type of 
Switchgear which is extensive¬ 
ly used in distribution of 
electricity to the far-flung 
areas. 

BHEL-Bhopal has exported 
these Switchgear units to a 
number of countries including 
Iraq, Bangladesh, Malaysia, 
Sri Lanka, Yemen, Nepal and 
Tanzania. 

These Switchgear units have 
recently been also successfully 
type-tested to international 
standard (IEC 56) at the 
KEMA Short Circuit Testing 
Station, Netherlands. 

The National Alliance of 
Young Entrepreneurs has de¬ 
cided to organise, during the 
next three months, four 
National Workshops to deve¬ 
lop suitable strategies and to 


identify constraints in order 
to mobilis: necessary resour¬ 
ces for implementation of 
various entrepreneurial deve¬ 
lopment programmes: 1. 

national worshop on deve¬ 
lopment of entrepreneurship 


in rural areas; 2. national 
workshop on development of 
Entreprenurship amongst Wo¬ 
men; 3. national workshop 
on development of entrepre¬ 
neurial Capabilities amongst 
students.; 4. national work¬ 


shop on problems of market¬ 
ing services for small entre¬ 
preneurs. 

The first three workshops 
will be organised for the first 
time in the country and they 
would seek to secure a faster 
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dispersal of entrepreinirship 
and to bring within the orbit 
of industrial activities more 
and more enterprising young 
men and women. 


New Issues 

Anew Rs 70-lakh project 
is being set up at Chanda- 
nagar in 24 Parganas (West 
Bengal) for manufacturing 
truck-mounted hydraulic cra¬ 
nes and accessories. The pro¬ 
ject is being set up by Usha- 
Atlas Hydraulic Equipments, a 
company promoted by Usha 
Telehoist, in technical and 
financial collaboration with 
H. Weyhauscn of West Ger¬ 
many. The licensed capacity 
is 600 cranes per annum. 
Commercial production is ex¬ 
pected to start by the middle 
of the current year. 

The cranes to be manufac¬ 
tured by the company have a 
wide range of application for 
convenient and speedy hand¬ 
ling, loading and unloading of 
heavy and bulky components, 
pelletised goods and granular 
materials. These arc also 
useful for the armed forces for 
handling a variety of items 
including armoury, vehicles, 
tanks, and ammunition boxes 
particularly in hilly areas. 
The company, therefore, does 
not anticipate any difficulty in 
marketing its products. 

The company proposes to 
make a public issue of 118,750 
equity shares of Rs 10 each 
and 5,000 11 per cent, cumu¬ 
lative redeemable preference 
shares of Rs 100 each at par. 
Besides, the foreign collabora¬ 
tors will take up 93,750 equity 
shares for cash at par. 


Capital and Bonus Issues 

Consent has been granted 
to eight companies to raise 
capital of over Rs 144 million. 
The details are as follows : 

The Ahmedabftd Electricity 
Company Limited, Bombay, a 
public linvted company having 
a paid up equity capital of 
Rs 87,478,395 have been 


granted consent valid for a 
period of 12 months, for issue 
of securities of the value of 
Rs 117 million, equity of Rs 20 
million and convertible deben- 
tures to be placed privately 
with the financial institutions 
for Rs 97 million. The pro¬ 
ceeds of the issue are to be 
utilised for the installation of 
an additional generating plant 
at Sabarmati, Ahmedabad. 

Garware Filament Corpora¬ 
tion Private Limited, Bombay, 

have been accorded consent, 
valid for three months to capi¬ 
talise Rs 600,000 out of its 
free reserve and issue fully 
paid equity shares of Rs 10 
each as bonus shares in 
the ratio of 2 bonus 
shares for every three equity 
shares held. 


been accorded consent, valid 
for 12 months, for the issue 
of equity shares of Rs 15 
million to be issued to Indians. 
The proceeds of the issue will 
be utilised to part-finance the 
purchase of ships to be ac¬ 
quired by the company during 
the year 1976 and 1977. The 
company will convert itself 
into a public company before 
making the above issue. 

The Rajendra Coffees Limi¬ 
ted, have been accorded con¬ 
sent, valid for three months 
to capitalise Rs 200,000 out 
of its general reserve and 
issue fully paid equity shares 
of Rs 5 each as bonus shares 
in the ratio of one bonus share 
for every one equity share 
held. 


Cardboard Printing and Pro¬ 
cessing Industries Limited, 
Calcutta, a public limited com¬ 
pany having a paip up equity 
capital of Rs 150,000, have 
been granted consent, valid 
for 12 months, for issue of 
equity shares worth Rs 150,000 
as rights shares. The pro¬ 
ceeds of the issue are to be 
utilised to meet the working 
capital requirements of the 
company. 

The Mahila Udyog Limited, 
Pune, have been accorded con¬ 
sent, valid for 3 months, to 
capitalise Rs 88,000 out of its 
general reserve and issue ftilly 
paid equity shares of Rs 100 
each as bonus shares in the 
ratio of one bonus share for 
every equity share held. 


Elecon Engineering Co. 
Limited, Gujarat, has com¬ 
municated to government of 
its proposals to issue capital 
under Clause (5) of the Capi¬ 
tal Issue (Exemption) Order, 
1969 for Rs 3.60 million divi¬ 
ded into 36,000 equity shares 
of Rs 100 each to be issued to 
the existing equity sharehol¬ 
ders of the company in the 
ratio of 1:2, all for cash at 
par. The proceeds of the issue 
are to be utilised to reduce 
the company’s term loan/ 
cash credit borrowings 
from bank. 


Rexroth Maneklal Industries 
Limited, have communicated 
to government of its proposals 
to issue capital under Clause 
(5) of the Capital Issue (Ex¬ 
emption) Order, 1969 for 
Rs 7.50 million (inclusive of 
the capital already raised) 
divided into 750,000 equity 
shares of Rs 10 each, for cash 
at par, out of which shares 
worth Rs 2.5 million will be 
offered to the public through 
a prospectus and Rs 2.625 
million will be issued to the 
German collaborations, to 
provide a part of finance re¬ 
quired for setting up a plant 
for manufacture of hydraulic 
equipment and systems. 

Mackinnon Mackenzie and 
Co. Pvt. Ltd., Bombay, have 


Dividend 

(Per cent) 


Name of the company 

Year ended 

Equity dividend 
declared for 

Current 

year 

Previous 

year 

Higher Dividend 




Atlas Copco (India) 

Dec. 31,1975 

16.0 

12.0 

Orissa Cement 

Dec. 31, 1975 

20.0 

10.0 

Woolcombers 

Dec. 31,1975 

8.0 

2.0 

Phillips Carbon 

Nov. 30,1975 

16.0 

12.0 

Mahendra Electricals 

Dec. 31, 1975 

12.0 

6.0 

Same Dividend 




Associated Bearing Co 

Dec. 31, 1975 

20.0 

20.0 

Trivcni Engineering 

Oct. 31,1975 

12.0 

12.0 

Deepak Nitrite 

Oct. 31,1975 

12.0 

12.0 

Reduced Dividend 




United Motors (India) 

Dec. 31,1975 

9.25 

10.0 

Anil Starch 

Dec. 31,1975 

12.0 

15.0 

Upper Doab Sugar 

Sept. 30, 1975 

Nil 

12.0 
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RECORDS 

ND 

statistics 


World Book atlas, 
population, 
prosperity, 
poverty trends 

Sixty-one per cent of the 
world’s population in 1973 
lived in countries where 
yearly income was below 
$500, and 30 per cent lived 
where it was tess than $200, 
according to the World Bank’s 
1975 Atlas. 

By contrast, about eight 
per cent of the population 
lived in the richest nations, 
where per capita annual 
income was $5,000, and above. 
Seventeen per cent lived in 
countries with incomes from 
$2,000**5,000, and 14 per cent 
in countries with incomes 
from *500-$2,000. according 
to the World Bank 1975 atlas. 

Wide Disparities 

The Atlas also appeared to 
show that while income has 
increased in industrial and 
oil-exporting nations, it lias 
remained virtually unchanged 
in the poorest countries. It 
listed six major nations where 
per capita income was above 
$5,000 in 1973 compared with 
iust one —the United States 
*—in 1971. On the other hand 
there were 38 countries with 
populations of more than one 
million that had per capita 
income below $200 the same 
as in 1971. 

Tfi'e Bank’s Atlas contains 
the latest information on 
population and income growth, 
as reflected in individual na¬ 


tions’ gross national products. 
The atlas was released Decent¬ 
ly, though some of the data 
were made available late last 
year. 

The Bank claimed “an ele¬ 
ment of error” in its figures 
because of rapid price changes, 
incomplete and unreliable data, 
and the need to convert all 
currencies into one, the US 
dollar, for purposes of com¬ 
parison. No attempt was made 
to offset the impact of inflation 
on income. But the Bank says 
its statistics provide "very 
rough guides to the absolute 
state of poverty in the develop¬ 
ing world” and approximate 
measures of average economic 
conditions and trends. 

The Very Rich 

The very rich in 1973— 
those with per capita income 
exceeding $5 000 — and with 
populations in excess of one 
million were the United States, 
$6,200; Switzerland, $6,100; 
Sweden; $5,910; Canada, 
S5,450;Wcst Germany, $5,320 
and Denmark, $5,210. 

Some smaller countries also 
were counted among the very 
rich including thtee oil-ex 
porters, Kuwait, $12,500; the 
United Arab Emiratcs, $l 1,630; 
and Qatar, $,6040. Also in 
in the wealthy group was 
Iceland, $5,030. 

The poorest nations, all with 
incomes of $200 or below, 
were Mauritania, Togo, Kenya, 
Sierra Leone, the Central 
African Republic, South Viet¬ 
nam, Malagasy Republic, 
Uganda, Zaire, Sudan, Tan¬ 
zania, Indonesia and Haiti. 

Also. India, Sri Lanka, Paki¬ 
stan, Benin, Malawi, the two 


Yemens, Guinea Niger, North 
Vietnam, Lesotho, Nepal, 
Ethiopia, Afghanistan, Soma¬ 
lia, Chad, Bangladesh, Burma, 
Burundi. Cambodia, Ruanda, 
Upper Volta, Mali; and the 
two poorest, both with per 
capita income of $60, Bhutan 
and Laos. 

Three of the world’s five 
most populous nations had 
incomes below 4500 — the 
largest, Communist China, 
$270, India $120, and Indo¬ 
nesia $130. The other two'&re 
the Soviet Union $2030, and 
the United States. 

Growth of Population 

Besides being the two 
wealthiest of the most popu¬ 
lous, the United’ States and 
the Soviet Union also had the 
lowest population growth 
rates during tjie eight-year 
period ended in 1973 —one 
per cent a year. China’s 
growth rate was 1.7 per cent, 
India’s 2.3 per cent, and 
Indonesia's 2 per cent. 

The fastest growing econo¬ 
mies during the period were 
Saudi Arabia 10.1 per cent a 
year, Japan 9.1 per cent, 
Singapore 9.4 per cent, South 
Korea 8.7 per cent, Nigeria 
8.3 per cent, and Portugal 8 
per cent. 

The tenth edition of the 
World Bank atlas contains 
estimates of population, gross 
national product (GNP) and 
per capita product of most 
countries for the year 1973. 
Growth rates for population 
and per capita product are 
shown for the periods 1960-73 
and 1965-1973. 

The major changes which 
have occurred in the world 
economy during the last few 
years have had a significant 
impact on the relative position 
of countries in term of their 
per capita income expressed in 
a common currency. In parti¬ 
cular, changes in the relative 
prices of goods and services 
traded between countries and 
adjustments of exchange rates 
in 1972 and subsequent years 
have been pervasive. Applica¬ 
tion of the method used in the 


several earlier editions of the 
Atlas, which were based on 
average relative prices and ex¬ 
change rates for the period 
1965-71, would not reflect these 
changes. Further, *he presenta¬ 
tion of estimates for 1973 as 
the most recent year limits the 
usefulness of the Atlas in view 
of ikhe developments which 
have taken place since that 
year. 


To overcome these limita¬ 
tions, two changes have been 
made, one in the Atlas method 
of calculating per capita pro¬ 
duct estimates, the other in 
their presentation. First, the 
base period for relative prices 
and exchange rates has been 
shifted from 1965-71 to 1972-74 
to reflect the changes which 
have occurred in recent years, 
hut without ^abandoning the 
use of a multiyear base petfoc 
to soften the impect of such 
changes in any single year. 

Current Prices 

Second, the presentation 
now includes current price 
estimates of per capita product 
for each of the years 1972,1973, 
and (provisionally) 1974, for 
the Bank’s member count¬ 
ries with a population of 
one million or more. These 
estimates have the 1972-74 
average relative price and ex¬ 
change rate as their base. 
Thus the year-to-year diflfe- 
erences for each country reflect 
only two factors: real per capita 
growth in each country, and 
the rate of inflation in the 
United States (as all estimates 
are in current US dollars 1 !. 

The effects of changes in 
relative prices, such as the in¬ 
crease in petroleum prices since 
late 1973, are only partially 
reflected in these estimates 
based on 1972-74 average rela¬ 
tionships. For most countries, 
improvements in the estimates 
as a result of using the multi¬ 
year 1972-74 base period can be 
expected to exceed the dis¬ 
advantages of not using a very 
recent (e.g., 1974) base period. 
This is not the case, however, 
for the petroleum exportipg 
countries, because of the large 
relative price changes iti their 
favour in 197*. To illustrate 
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this point, a table is included bte basic data, and their con- 
in the technical note showing version into US dollars intro- 
GNP data for the petroleum duces an additional element of 
exporting countries for 1974 error. In any case, the data 
at' that year’s relative prices provide only an approximate 
and exchange rates as well as measure of average economic 
on the 1972-74 base period. conditions and trends. They 

are very rough guides to the 
Users are cautioned to recog- absolute state of poverty in the 
nizo the necessarily preliminary developing world and reveal 
nature of the 1974 data. Fur- nothing about its distribution 
thermore. many of the figures within each country, 
for the 1972-74 series are deri- The main tables, in the atlas 
ved from incomplete or unrelia- are reproduced below : 

Population (mid-1973) and Average Annual Growth rates 
1960—73 and 1965—73) 

(i Gauntries with populations of one million or more ) 


Growth rate (per cent) 


Country 

Number 

(000) 

1960-73 

1965-73 

China, People’s Rep. of 

811,350 

1.7 

1 7 

India 

581,911 

2.3 

2.3 

USSR 

249,750 

1.1 

1.0 

United States 

210,400 

1.2 

1.0 

Indonesia 

124,415 

2.0 

2.1 

Japan 

108,350 

1.1 

1.2 

Brazil 

101,051 

2.9 

2.9 

Bangladesh 

74,000 

2.6 

2.4 

Nigeria 

71,262 

2.5 

2.5 

Pakistan 

66,230 

2.9 

2.9 

Germany, Fed. Rep. of 

61,970 

0.9 

0.6 

Mexico 

56,047 

3.5 

3.5 

United Kingdom 

56,000 

0.5 

0.4 

Italy 

54,890 

0.7 

0.7 

France 

52,160 

1.0 

0.8 

Philippines 

40,219 

3.0 

2.0 

Thailand 

39,400 

3.1 

3.0 

Turkey 

37,930 

2.5 

2.4 

Egypt, Arab Rep. of 

35,619 

2.3 

2.5 

Spain 

34,740 

1.1 

1 .) 

Poland 

33,360 

0.9 

0.8 

Korea, Rep. of 

32,905 

2.2 

1.9 

Iran 

32,136 

3.2 

3.2 

Burma 

29,509 

2.2 

2.2 

Ethiopia 

26,550 

2.2 

2.4 

Argentina 

24,282 

1.5 

1.5 

South Africa 1 

24,265 

3.1 

3.2 

Zaire 

23,438 

2.7 

2.7 

Vjet-Nam, Dem. Rep. of 

23,220 

2.8 

2.5 

Colombia 

22,500 

2.9 

2.8 

Canada 

22.130 

1.7 

1.4 

Yugoslavia 

20,956 

1.0 

0.9 

Romania 

20,830 

1.0 

1.2 

South Viet-Nam' 

19,870 

2.6 

2.6 

Sudan 

17,051 

2.8 

2.8 

-Contd. 


Growth rate (per sent) 

Country Nunfber -— ... 4 .. 

(000 ) 1960-73 1963-73 


German Dem. Rep. 

16.980 

-0.1 

0.0 

Afghanistan 

16,634 

2.2 

2.2 

Morocco 

15.903 

2.4 

2.4 

China, Rep. of 

15,424 

3.0 

2.8 

Korea, Dem. Rep. of 

15,040 

2.0 

2.8’; 

Czechoslovakia 

14,572 

0.5 

0.3 

Algeria 

14,700 

3.2 

3.4 

Peru 

14,531 

2.9 

2.9 

Tanzania* 

13,974 

2.9 

2.8 

Netherlands 

13,430 

1.2 

1.1 

Sri Lanka 

13,180 

2.3 

2.1 

Australia 

13,130 

1.9 

1.9 

Kenya 

12,480 

3.2 

. 3.3 

Nepal 

12,020 

1.9 

2.1 

Malaysia 

11,302 

2.6 

2.5 

Venezuela 

11,279 

3.4 

3.3 

Uganda 

10,829 

2.8 

3.0 

Hungary 

10,430 

0.3 

0.3 

Iraq 

10,410 

3.2 

3.3 

Chile 

10,230 

2.2 

2.0 

Belgium 

9,760 

0.5 

0.3 

Ghana 

9,313 

2.6 

2.6 

Portugal 

8,994 

0.0 

- 0.1 

Greece 

8,930 

0.5 

0.5 

Cuba 

8,920 

2.0 

1.8 

Bulgaria 

8,622 

0.7 

0.6 

Malagasy Rep. 

8,301 

2.7 

2.8 

Mozambique 

8,283 

2.0 

2.1 

Sweden 

8,140 

0.7 

0.7 

Saudi Arabia 

7,745 

1.7 

1.7 

Cambodia 

7,566 

2.5 

2.6 

Austria 

7,530 

0.5 

0.5 

Syrian Arab Rep. 

6,948 

3.3 

3.3 

Ecuador 

6,786 

3.4 

3.5 

Switzerland 

6,430 

1.3 

1.2 

Yemen Arab Rep. 

6,217 

2.4 

2.4 

Cameroon 

6,206 

2.0 

2.0 

Rhodesia 

5,900 

3.3 

3.5 

Ivory Coast 

5,887 

3.8 

4.0 

Angola 

5,717 

1.3 

1.3 

Upper Volta 

5,714 

2.1 

2.1 

Tunisia 

5,459 

2.1 

2.1 

Mali 

5,370 

2.1 

2.0 

Bolivia 

5,331 

2.6 

2.6 

Guinea 

5,243 

2.8 

2.8 

Guatemala 

5,175 

2.4 

2.1 

Denmark 

5,020 

0.7 

0.? 

Malawi 

4,833 

2.6 

2.6 

Finland 

4,660 

0.3 

0.2 

Zambia 

4,646 

2.9 

2.9 

Haiti 

4,454 

1.7 

1.6 

Dominican Rep. 

4,432 

2.9 

2.9 

Niger 

4,357 

2.7 

2.7 

—Contd. 
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Country 


Country 


Growth rate (per cent) 

Number - 

1960-73 1965-73 


Hong Kong 

4,160 

2.3 

1.9 

Senegal 

4,070 

2.1 

2.2 

Rwanda 

3,980 

3.4 

3.0 

Norway 

3,960 

0.8 

0.8 

Chad 

3,873 

1.8 

2.C 

El Salvador 

3,771 

3.5 

3.4 

Burundi 

3,580 

2.0 

2.0 

Israel 

3,210 

3.1 

2.8 

Laos 

3,180 

2.4 

2.4 

Somalia 

3,042 

2.4 

2.5 

Ireland 

3,030 

0.5 

0.7 

Uruguay 

2,995 

1.3 

1.2 

Lebanon 

2,977 

2.6 

2.7 

New Zealano 

2,960 

1.6 

1.4 

Puerto Rico 

2,950 

1.6 

1.6 

Benin, People's Rep. of 

2,947 

2.7 

2.7 

Sierra Leone 

2,787 

2.2 

2.2 

Honduras 

2,781 

3.2 

3.0 

Papua-New Guinea 

2,5% 

2.4 

2.5 

Jordan 

2,540 

3.3 

3.4 

Paraguay 

2,416 

2.6 

2.6 

Albania 

2,295 

2.8 

2.7 

Singapore 

2.185 

2.1 

1.8 

Libyan Arab Rep. 

2,160 

3.7 

3.7 

Togo 

2,119 

2.7 

2.7 

Nicaragua 

1,973 

2.6 

2.5 

Jamiaca 

1,967 

1.6 

1.4 

Costa Rica 

1.872 

3.1 

2.9 

Genital African Rep. 

1,710 

2.2 

2.2 

Panama 

1,570 

3.1 

3.1 

Yemen, People’s Dem. Rep. of 

1,560 

3.1 

2.9 

Liberia 

1,452 

3.3 

3.3 

Mongolia 

1,357 

2.7 

2.8 

Mauritania 

1.257 

2.1 

2.5 

Congo, People’s Rep. of 

1,199 

2.7 

2.8 

Lesotho 

1,165 

2.2 

2.2 

Bhutan 

1.124 

2.3 

2.3 

Trinidad and Tobago 

1,059 

1.7 

0.9 

1. Includes data lor Namibia 2. 

Mainland Tanzania. 



Per Capita Gross National Product at Market Prices—Amount 
(1973) and Average Annual Growth Rates (1960-73 and 1965-73' 

(Countries with populations of one million or more, GNP per 
capita rounded to nearest US$10 ) 

GNP per capita 

Country ———-.-—— - 

Amount Growth rate (per cent) 



(US$> 

1960-73 

1965-73 

United States 

6,200 

3.1 

2.5 

Switzerland 

6,100 

3.0 

3.0 

Sweden 

5,910 

3.0 

2.4 

Canada 

5,450 

3.7 

3.5 

Germany, Fed, Rep. of 

5,320 

3.7 

4.0 

—Contd. 


GNP p:r capita 

Amount Growth rate (p:r cent) 

(I'SS) -— 

1960-73 1965-73 


Denmark 

5,210 

3.9 

3.8 

Norway 

4,660 

4.0 

3.8 

Belgium 

4,560 

4.3 

4.6 

France 

4,540 

4.7 

5.0 

Australia 

4,350 

3.1 

3.0 

Netherlands 

4,330 

4.1 

4.3 

New Zealand 

3,680 

2.2 

2.0 

Japan 

3,630 

9.4 

9.6 

Finland 

3,600 

4.5 

5.2 

Libyan Arab Rep, 1 

3.530 

10.5 

5.7 

Austria 

3,510 

4.4 

5.1 

United Kingdom 

3.060 

2.4 

2.3 

Israel 

3.010 

5.6 

6.7 

Gemnn Dem. Rep. 2 

3,000 

3.2 

2.9 

Czechoslovakia 2 

2.870 

2.4 

2.6 

Italy 

2.450 

4.3 

4.2 

Puerto Rico 

2.180 

5.7 

5.2 

Ireland 

2.150 

3.6 

3.9 

Poland 2 

2.090 

3.9 

. 4.2 

USSR 2 

2,030 

3.6 

3.5 

Greece 

1,870 

7.3 

7.6 

Hungary 2 

1.850 

3.2 

2.7 

Singapore 

1,830 

7.1 

9.4 

Spain 

1,710 

5.8 

5.3 

Argentina 

1,640 

2.7 

2.9 

Venezuela 

1,630 

2.0 

1.3 

Saudi Arabia 

1,610 

8.7 

10.1 

Bulgaria 2 

1.590 

4.7 

3.6 

Hong kong 

1,430 

7.0 

5.8 

Portugal 

1,410 

7.4 

8.0 

Trinidad and Tobago 

1,310 

2.1 

2.2 

South Africa* 

1,050 

2.7 

2.0 

Yugoslavia 

1,010 

4.3 

4.5 

Jamaica 

990 

3.6 

4.8 

Uruguay 

950 

-■0.2 

0.0 

Lebanon 

940 

3.0 

3.5 

Panama 

920 

4.4 

4.3 

Mexico 

890 

3.3 

2.8 

Iran 

870 

6.4 

7.4 

Iraq 

850 

2.9 

2.9 

Brazil 

760 

3.6 

6.0 

Chile 

720 

1.7 

1.4 

Costa Rica 

710 

2.7 

3.5 

China, Rep. of 

660 

6.9 

7.3 

Peru 

620 

2.1 

1.8 

Turkey 

600 

3.9 

4.4 

Malaysia 

570 

3.9 

3.7 

Algeria 

570 

1.7 

4.3 

Mongolia 2 

550 

0.6 

1.6 

Cuba 2 

540 

—1.0 

—0.7 

Nicaragua 

540 

3.3 

1.6 

Dominican Rep. 

520 

2.7 

5' 1 

Guatemala 

500 

3.3 

3:8 

Angola 

490 

3.8 

3.2 

Albania 2 

460 

4.4 

5.1 

—Contd. 
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GNP per capita 

Country —————-——— - 

Amount Growth rate (per cent 

(US$)- 

1960-73 1965-73 


Tunisia 4 

460 

3:4 

4.9 

Columbia 

440 

2.4 

3.1 

Zambia 

430 

1.7 

-0.2 

Rhodesia 

430 

1.7 

3.5 

Paraguay 

410 

1.9 

2.2 

Papua—New Guinea 

410 

4.6 

5.0 

Syrian, Arab Rep. 

400 

3.8 

3.6 

Korea, Rep. of 

400 

7.1 

8.7 

Ivory Coast 

380 

3.1 

3.0 

Ecuador 

380 

1.9 

2.8 

Mozambique 3 

380 

3.3 

4.1 

El Salvador 

350 

1.9 

0.8 

Jordan 

340 

1.3 

-2.6 

Korea, Dem. Rep. of 2 

340 

4.6 

2.7 

Congo, People’s Rep. of 

340 

1.7 

1.9 

Morocco 

320 

1.6 

2.5 

Honduras 

320 

1.3 

1.1 

Liberia 

310 

2.2 

4.7 

Ghana 

300 

0.0 

0.8 

Senegal 

280 

—1.8 

—2.8 

Philippines 

280 

2.3 

2.6 

China, People’s Rep. of 2 

270 

3.8 

4.6 

Thailand 

270 

4.8 

4.5 

Egypt, Arab Rep. of 

250 

1.5 

0.8 

Cameroon 

250 

3.2 

4.9 

Bolivia 

230 

2.5 

2.2 

Nigeria 

210 

3.6 

8.3 

Mauritania 

200 

4.1 

1.2 

Togo 

ISO 

4.4 

2.5 

Kenya 

170 

3.1 

3.3 

Sierra Leone* 

160 

1.6 

1.5 

Central African Rep. 

160 

0.4 

1.0 

South Viet-Nam 

160 

0.6 

—0.7 

Malagasy Rep. 

150 

0.3 

0.9 

Uganda 

150 

2.1 

1.2 

Zaire 

140 

2.6 

2.9 

Sudan 2 

130 

—0.9 

—0.6 

Tanzania 8 

130 

2.8 

2.6 

Indonesia 

130 

2.4 

4.5 

Haiti 

130 

—0.3 

0.7 

India 

120 

1.3 

1.5 

Sri Lanka 

120 

2.0 

2.0 

Pakistan 

120 

3.4 

2.5 

Benin, People’s Rep. of 2 

110 

1.0 

1.5 

Malawi 

110 

3.5 

3.7 

Yemen, People’s Dem. Rep. of 2 

110 

n.a. 

n.a. 

Viet-Nam, Dcm. Rep. of 2 

no 

0.3 

-4).5 

Guinea 

110 

0.1 

0.1 

Niger 

100 

—1.9 

—4.6 

Yemm Arab Rep. 2 

100 

n.a. 

n.a. 

Lesotho 2 

100 

3.8 

2.6 

Nepal 

90 

0.4 

-0.1 

Ethiopia 

90 

2.4 

1.6 

Afghanistan 

90 

0.3 

0.9 

Somalia- 

80 

—0.2 

1.6 

Chad 

80 

-2.1 

-3.3 

Bangladesh 

80 

-0.2 

—1.6 

-Contd. 


GNP per capita 

Country -- v - -- 

Amount Growth rate (per cent) 



(US$) 

1960-73 

1965-73 

Burma 

80 

0.7 

0.7 

Burundi* 

80 

1.3 

1.4 

Cambodia* 

70, 

—1.8 

—5.2 

Rwanda* 

70 

0.3 

3.2 

Upper Volta 

70 

—0.4 

-1.1 

Mali 

70 

1.0 

0.5 

Bhutan 

60 

-0.3 

-0.2 

Laos* 

60 

1.9 

2.5 


•GNP per capita growth rate relates to 1962-73. 

•Estimates of GNP per capita and its growth rate are tentative 

•Includes data for Namibia 

•GNP per capita growth rate relates to 1961-73 

S GNP per capita growth rate relates to 1964-73. 

•Mainland Tanzania. 


Population (mid-1973), GNP at Market Prices, and GNP Per 
Capita (1973) —*by income Group 


Income groups 

No. of 
countries 

Popula¬ 

tion 

(millions) 

GNP 

(US$000 

millions) 

Average 
GNP per 
capita 
(US$) 

Less than $200 

43 

1,151 

136 

120 

$200 to $499 

52 

1,184 

332 

280 

$500 to $1,999 

53 

531 

530 

1,000 

$2000 to 14,999 

23 

654 

1,871 

2,860 

$5,000 and over 

12 

316 

1,886 

5,970 


Note : Due to rounding, the amounts in this table do not necessarily 
equal the aggregate of the figures appearing in the tables for the various 
continents. For geographical location of countries listed, see tables and maps 
of continents. 

Countries with per capita income of 

Less than $200 : Afghanistan, Bangladesh, Benin (People’s Rep. of) 
Bhutan. Burma, Burundi, Cambodia, Central African Rep.. Chad, Comoro 
Islands, Ethiopia. Gambia (The), Guinea, Haiti, India, Indonesia, Kenya. 
Laos, Lesotho, Malagasy Rep., Malawi, Maldiv? Islands, Mali, Nepal 
Niger, Pakistan, Portguese Timor, Rwanda, Sierra Leone, Sikkim, 
Somalia. South Viet-Nam, Sri Lanka. Sudan Tanzania, Togo, Uganda, 
Upper Volta, Viet-Nam (Dem. Rep. of), Yemen Arab Rep., Yemen (People’s 
Dcm. Rep. of), Zaire. 

$200 to $499 : Albania, Angola, Antigua. Bolivia, Botswana, British 
Solomon Islands, Cameroon. Cape Verde Islands. China (People’s Rep. of). 
Colombia. Congo (Poople’s Rep. of), Dominica, Ecuador, Egypt (Arab 
Rep. of), El Salvador, Equatorial Guinea, Ghana, Gilbert and Ellice 
Islands, Grenada, Guinea-Bissau, Guyana, Honduras, Ivory Coast, 
Jordan, Kona (Dcm. Rf p. of), Korea (Rep. of). Liberia, Macao, Mauritania, 
Mauritius, Morocco, Mozambique, New Hebrides, Nigeria, Papua New 
Guinea, Paraguay, Philippines, Rhodesia, Sao Tome and Principe, Senegal 
Scycnelles Islands, St. Kitts-Nevis Anguilla, St. Lucia. St. Vincent, Swaziland, 
Syrian Arab Rep., Thailand, Tonga. Trust Ter. of tho Pacific Islands, Tuni¬ 
sia. Western Samoa, Zambia. 

$500 to $1,999 : Algeria, American Samoa, Argentina, Bahrain. Barba¬ 
dos, Belize, Brazil. Brunei, Bulgaria, Ceuta and Melilla, Chile, China Rep. 
of), Costa Rica. Cuba. Cyprus, Dominican Rep. Fiji, French Guiana, French 
Ter. of Afars and Issas, Gabon, Gibraltar, Greece, Guadeloupe, Gautemala, 
Hong Kong, Hungary, Iran, Iraq. Isle of Man. Jamaica. Lebanon, Malaysia, 
Malta. Martinique, Mexico, Mongolia, Netherlands Antilles,Nicaragua, 
Oman, Panama. Peru, Portugal, Reunion, Romania, Saudi Arabia, 
Singapore, South Africa, Spain, Surinam, Trinidad and Tobago, Turkey, 
Uruguay, Venezuela. Yugoslavia. 

$2,000 to $4,999 : Australia, Austria, Bahamas, Belgium, Bermuda, 
Canal Zone, Channel Islands, Czechoslovakia. Faeroe Islands, Finland, 
France, French Polynesia, German Dem. Rep., Greenland, Guam, Ireland, 
Israel, Italy, Japan, Libyan Arab Rep., Luxembourg, Netherlands, New 
Zealand, Norway, Poland. Puerto Rico, United Kingdom, USSR. 

$5,000 and over : Canada, Denmark, Germany (Fed. Rep. of)., Iceland, 
Kuwait, New Caledonia, Qatar, United Arab Emirates, United States, 
Sweden. Switzerland, Virgin Islands (U.S.). 
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Point of View 


Such of us as might have expected share prices to respond cheerfully to the central 
budget proposals, and even more to the general improvement in the outlook for the 
economy, have much reason to be disappointed. In the weeks since March 15 trading 
on the stock exchanges has been conspicuously lacking in constructive confidence. As 
a matter of fact share values have been sliding in the absence of what is known in 
market parlance as “fresh support”. Of graver import is the fact that there have been 
few signs of any generalized investor interest. The result is that share prices have 
slumped to a point well beyond the mere cancellation of gains scored in pre-budget 
weeks on the strength of forecasts of a soft budget If this trend is not arrested in 
time, stock exchanges will lose—surely soon and probably for a long time to come— 
what little credibility they still possess as instruments for promoting personal savings 
or channelling them into productive capital formation in the corporate sector. 
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Not that this likelihood may worry economic policy makers unduly. For some time 
now it has come to be uncritically assumed in quarters that ought to know better that 
the stock exchanges and their works are an expendable frivolity. This is not surprising. 
This, naturally, had not endeared them to the policy-makers. As a result, a state of 
alienation, which is far worse than a state of confrontation, had tended to develop 
between economic policy-making in the government and the stock exchanges. No 
wonder, then, the nationally important problem of encouraging savings and investment 
through the healthy functioning of the stock exchanges had not received much consi¬ 
deration in the government. 

There is no reason however why this unfortunate state of affairs should continue. 
The government's economic policies or its management of the economy have been 
changing for the better in many directions and it is therefore reasonable that there 
should be improvement also in the government’s appreciation of the role the stock 
exchanges could and should play in activating the flow of private savings into invest¬ 
ment in equities. It has been suggested in some quarters that much more needs to be 
done by way of fiscal reliefs and incentives to the coiporate sector than has been 
attempted in the central budget this time, if there is to be any substantial revival of 
generalized investor interest in shares. There may be some truth in this reading but in 
practical terms it would be more useful to consider what could be done now outside 
the budget, in addition to whatever has been done in the budget. Easily the most 
rewarding as well as the obviously necessary effort would lie in the direction of libe¬ 
ralizing credit facilities for trading in shares. The restriction of credit for share 
transactions has been one of the more bearish of the many pressures operating on the 
stock exchanges and it seems to us that, in the present circumstances, there isn’t any 
inflationary hazard in unfreezing bank credit facilities for investors in shares. Ironically 
enough, the very reductions in income tax and wealth tax rates in the latest central 
budget have diminished the value of the relevant tax exemptions enjoyed by the 
assessees in respect of their investments in equities. It is all the more important that 
no artificial restrictions should be placed on substantial interest being shown in equities 
by potential investors. 

There is also the question whether attempts should not be made to improve the 
attractiveness of investment in equities in relation to investment in bank deposits or 
deposits with companies. Thanks to the higher rates of interest which an investor is 
able to earn on term deposits with banks or deposits with public limited companies, 
his interest in equities is wearing off. A material corrective to this situation can come 
only in the form of adequate improvement in the earning of profits and distribution of 
dividends in the corporate sector. Progress in this direction, however, may take some 



time because, as recent company balance- 
sheets have indicated, the fall-out of the 
impact of inflation on costs will continue 
to depress profit margins in industries until 
productivity goes up and production also 
expands on the strength of rising levels of 
demand. Meanwhile there is scope for 
remedial action in terms of the govern¬ 
ment assisting in the readjustment of the 
relative returns on shares on the one 
hand and bank deposits and deposits with 
companies on the other. 

For instance, there is no sound economic 
reason why commercial banks should be 
allowed to entertain term deposits for 
periods longer than five years. While a ban 
need not be considered an unduly drastic 
step, the least that could be done immedia¬ 
tely to discourage bank deposits for periods 
beyond five years would be to prescribe 
that banks should not offer, for deposits 
for five years or longer, rates of interest 
higher than the maximum permissible for 


A case worth 


The lack of relief in the central budget, 
presented by the Finance minister, Mr C. 
Subramaniam, to Parliament last month, 
has left the small-scale manufacturers of 
tyres and tubes disappointed. These manu¬ 
facturers have been passing through a very 
critical period right since the excise levy 
on solvent oil—-an essential input for 
them—was stepped up in 1974-75 from 
Rs 425 per kilolitre to Rs 1,925.55, which 
along with the raise in the commercial 
price of this oil in that year from Rs 646 
to Rs 1,331 a kilolitre, following the hike 
in the prices of west Asian crude, had 
pushed up its cost from Rs 1,071 to as 
much as Rs 3,252.55 a kilolitre. On an 
average, half a litre of solvent oil is con¬ 
sumed by the small producers per bicycle/ 
rickshaw tyre in the manufacture of which 
they specialise. 

Their cost of production, therefore, 
has been vitiated a great deal vis-a-vis 
that of the large-scale manufacturers 
who obviate the use of solvent oil 
by the calendering process. The result has 
been that many small-scale units have 
closed down in the recent past; they could 


deposits for periods within five years. In 
the case of companies again, deposits 
should be restricted to a maximum of a 
two-year period, and the rate of interest 
to a maximum of 10 per cent for one-year 
deposits and 11 per cent for two-year 
deposits. The imposition of such condi¬ 
tions could incidentally have the effect 
of ensuring that only companies, in the 
financial soundness and stability of which 
investors could have reasonable confi¬ 
dence, will be able to attract deposits 
at the prescribed rates of interest. It 
cannot be guaranteed, of course, that the 
suggestions made here would sticceed 
immediately in reconstructing investor 
psychology, but the fact that the Unit 
Trust of India has found it necessary to 
suspend for the time being sales of its 
Capital Units shows that there is need to 
act early if some respectable shape and 
substance is to be restored to the stock ex¬ 
changes and the capital market. 


consideration 


not withstand the competition from the 
large-scale sector. 

In their talks with the union govern¬ 
ment, these manufacturers had recently 
offered to go in for the capital-intensive 
calendering machines for rubberising the 
tyre cord with a view to eliminating 
the use of solvent oil, but they required 
about three years to do so as well as some 
financial assistance to purchase the calen¬ 
dering machines even on “pool” basis. 
But, in the meanwhile, they had requested 
that in the interest of bringing down their 
costs, solvent oil used for the manufacture 
of tyres and tubes in the small-scale sector 
should be exempted from the excise levy. 

With a view to meeting th&objection that 
solvent oil was being diverted for adulterat¬ 
ing motor spirit, they had suggested 
adequate safeguards in the form of colour¬ 
ing or giving solvent oil some specific 
odour (as is being done in the case of 
methylated spirit) and evolving of a 
method for making available supplies 
direct to them. Their legitimate require¬ 
ments, they had pointed^ out, could be 


easily assessed on the basis of average 
consumption storms. The total loss to the 
revenue to the government oh the basis 
of their 1973 production—a somewhat 
normal output year—it was stressed, 
would not be more than Rs 1.5 crores, but 
this could assist in reviving the closed 
units and sustaining those which are still 
in production. This, in turn, would not 
only help in augmenting employment 
opportunities but also in keeping up the 
. supply of bicycle and rickshaw tyres and 
tubes. 

eliminating competition 

Fearing that the competition from the 
large-scale sector would grow to their 
products if the large-scale units were 
allowed to expand their capacities on some 
pretext or the other, they had also stressed 
the need for continuing to reserve the 
production of bicycle and rickshaw tyres 
and tubes for the small-scale sector, which 
had come up fast during the last seven or 
eight years. They had further pointed out 
that the larger units were in a better 
position to cater for the export market 
because of their international connections. 
These units, therefore, could be prevailed 
upon to export a sizeable portion of their 
outputs so that the excess supplies in the 
domestic market could be siphoned off. 
They had referred in this connection to the 
role they had played in bringing down the 
prices of bicycle and rickshaw tyres and 
tubes through expanding production in 
their sector with indigenous know-how. 

So far as moped, scooter and motor¬ 
cycle tyres and tubes were concerned— 
a new activity taken up by several small- 
scale units—it had been pointed out that 
the reduction in the excise levy on these 
tyres and tubes from 40 to 25 per cent with 
effect from January 18, 1974, though a 
welcome step, had worked to their detri¬ 
ment as the reduced levy was made uniform 
for all manufacturers irrespective of their 
scale of production. Earlier, small-scale 
manufacturers were provided a conces¬ 
sion in this duty. The withdrawal of this 
concession, they had pointed out, had 
made the conditions very difficult for the 
small-scale units, for not only their pro¬ 
ducts had become uncompetitive vis-a-vis 
those of the large-scale manufacturers but 
also they suffered the added disadvantage 
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of establishing their products in the mar¬ 
ket in the face of the consumer resistance 
to new products and preference for brand 
names. 

Some small-scale units, which had 
branched into the manufacture of high 
quality car and truck tubes and flaps,— 
without foreign collaboration, of course— 
it had been pointed out, were encountering 
difficulties in marketing their products, 
which at present Was being done in the 
remote areas of the‘country, due to the 
inter-state sales tax. Owing to the limited 
resources at their disposal, they had 
stressed that they could not open their 
own depots in the remote areas and, 
therefore, had to depend on retail out¬ 
lets there. 

The union government is understood 


to be thinking in terms of compensating 
the small manufacturers for the use of 
solvent, oil indirectly through grant of some 
subsidy for a couple of years till they 
switch over to the calendering process. 
But the small manufacturers fear that the 
evolving of the subsidy scheme would take 
time. Is it not possible for the Finance 
minster to sacrifice some revenue from 
the high excise levy on solvent oil till the 
subsidy scheme is drawn up? It, indeed, 
can have a wholesome effect on sustaining 
the small manufacturers. Their other 
pleas—concessional excise levy on the 
moped, scooter and motorcycle tyres and 
tubes manufactured by them and the 
grant of exemption to their production 
of ear and track tubes and flaps from the 
central sales tax—too dnserve sympathetic 
' consideration. 


TV gains independent status 


After hanging on to the apron of the 
All India Radio for more than a decade, 
television acquired separate existence as 
Television — India (Doordarshan) in the 
beginning of the current month. That 
the radio and the television were two dis¬ 
tinctly separate media requiring different 
skills was well-known in this country but 
because television had remained an ex¬ 
periment for a long time and had acquired 
sizeable audiences only recently, its sepa- 
aration had been delayed. The bifur¬ 
cation will allow the television authori¬ 
ties to lay down their own priorities in 
regard to both programming and expen¬ 
diture. 

Special emphasis will have to be put 
on servicing the rural audiences a 
majority of whom are illiterate. Keeping 
in view both the educative and reforma¬ 
tive aspects of the various programmes 
launched recently by the government such 
as family planning, anti-dowry, the 
afforestation programme and cleanliness, 
increasing attention will have to be paid 
to the visual content of the broadcasts. 
TV no doubt is more powerful as a medium 
than the radio and a it can be used profitably 
to convey the message to the people 
leading ultimately to all-round improve¬ 


ment in standard of living and enrichment 
of life. 

Currently the terrestrial transmitters 
have been operating from Bombay-Poona, 
Delhi, Calcutta, Madras, Srinagar, 
Amritsar and Lucknow. In addition, 
there are 2400 Satellite Instructional 
Television Experiment (SITE) TV sets 
located in the states of Andhra Pradesh, 
Bihar, Karnataka, Madhya Pradesh, Orissa 
and Rajasthan. It is believed that nearly 
five per cent of the population of this 
country is already covered by television, 
even though the total number of television 
sets in this country is not more than 
400,000. 

sets sold 

,In 1971 the total number of television 
sets sold in the country was no more than 
16,000 followed by 33,000 sets in 1972 
75,000 sets in 1973, 75,500 in 1974 and 
95,000 sets in 1975. There was relative 
stagnation in the demand for television 
sets during the last two years for two 
reasons : (a) the anti-inflationary policy 
of the government which had hit the 
demand for relative non-essentials such 
as TV among the consumer durables; 


(b) the manufacturers had steadily raised 
the prices of television sets in the wake 
of the inflationary spiral from 1971 to 
1974. Happily, the government lias 
decided to deal with this problem will a 
firm hand. In the budget for the current 
year, the Finance minister, Mr C. 
Subramaniam* scaled down the excise 
duty from 20 per cent to 5 per cent ad 
valorem in respect of television sets 
having tariff value of Rs 1,800. Simul¬ 
taneously Bharat Electronics Ltd, — a 
public sector undertaking — reduced the 
price of picture tube by more than Rs 
100. The manufacturers were asked to 
market simple functional television sets 
with 51 cm screen — the most popular 
size needed for the average household —- 
for not more than Rs. 2,000. After some 
initial hesitation, the manufacturers have 
fallen in line and prices of these 
television sets have been brought down 
by as much as Rs 700 a piece. Surely 
this will give a boost tQ the television 
industry in this country which has had a 
bad time. 

SITE programme 

Our country has gained valuable 
experience through the SITE programme 
in regard to producing multi-lingual 
programmes to which our rural folks have 
been exposed for nearly eight months. 
However, we had only one year’s contract 
with the United States for the use of its 
Application Technology Satellite (ATS-6) 
and this contract will expireon July 31 this 
year. At the time of writing, there 
does not seem to be much chance of any 
extension in the contract for a further 
period. Consequently the ministry of In¬ 
formation and Broadcasting (I&B) is 
already planning to set up a few more 
terrestrial centres. This will enable the I&B 
ministry to ensure the continuity of TV 
programmes to nearly 40 per cent of the 
2400 SITE villages. In other words, by 
August 1 this year 60 per cent of the 
villages which have enjoyed the educative 
programmes of SITE television will have 
to go without them. Our country is 
likely to float its own satellite not before 
1980. 

% 

Recently, the representatives of a 
number of Commonwealth countries had 
visited the SITE programme and were 
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highly impressed by the progress made by 
us especially in regard to software. The 
team of penalists had divided itself into 
two* groups which visited Jaipur and 
Hyderabad for studying the reaction of 
the villagers to this unique experiment. 
The leader of the team of experts, Mr 
Alva Clarke, said at the conclusion of the 
tour that he was tremendously impressed 
with what this country had been able to 
achieve through this experiment, What 
was more, our country had also acquired 
capabilities to manufacture a large variety 
of essential components which were 
needed for the production and transmis¬ 
sion of TV software. 

The new terrestrial transmitters are 
, proposed to be set up in Jaipur, 
Hyderabad, Raipur, Gulbarga, Sambalpur 
an&Muzaffarpur. While the transmitters 
at Jaipur and Hyderabad will be powerful 
having a range of 80 km all the others 
will be of such strength as to allow 
the viewing of the programme within a 
radius of 40 km only. It is estimated 
that this project will cost the government 
no less than Rs 13-14 crores. 

construction of transmitters 

The government has already approved 
ahbut Rs 14 crores for the construction of 
transmitters at these places though no 
provision has been made for providing 
television sets to the additional villages. 
The terrestrial transmitters will cover 
8400 villages including 960 SITE villages. 
While the television sets currently being 
used in SITE villages may be transferred 
to some of the new villages, there would 
be a large number of villages yet to be 
equipped with television sets. The total 
cost of providing one ordinary TV set for 
community viewing for each of the 
remaining villages may cost about two 
crores of rupees. 

Understandably the government is 
keen in spreading the TV network all over 
the country because of the tremendous 
impact created by this medium of mass 
communication. However, the cost of 
covering the whole country is estimated 
to be gigantic. Recently a paper on TV 
planning for this country presented at a 
seminar in Bangalore indicated that no 
less than Rs 375 crores (including foreign 
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exchangeeomponents of Rs 67 crores) will 
be requited to cover 80 percent of this 
country’s population by television net¬ 
work. There was a view that the new 
baloon technology which was on trial in 
Bahamas and South Korea was more 
suitable than the satellite. With 30 pairs of 
baloons needed to cover the whole country, 
the cost is expected to be not more than 
Rs 220 crores. 

Them was another view that the 
terrestrial system was the most suited 
under the present conditions in our 


country. Our technicians have complete 
know-how of t^is system and it is estima¬ 
ted that 16 programming centres will 
need to be set up in addition to the 
seven already functioning in this country. 
Each centre will need an investment of 
Rs 4 to 5 crores. Also as many as 177 
transmitters will need to be erected, 104 
of them along Post and Telegraph 
(P & T) micro-wave lengths. Each one 
of them will cost about Rs 1*7 crores. 
The P A T department also will have to 
invest about Rs 30 crores in micro-wave 
equipment. 


Investment climate 

in eastern India 


In his presidential address at the annual 
general meeting of the Calcutta Stock 
Exchange Association on March 25,1976, 
Mr S.C. Chaturvedi referred to the in¬ 
vestment climate in the eastern region 
and stressed the imperative need to im¬ 
prove it. He welcomed the union budget 
for 1976-77 as being pragmatic and said 
that it would give “a thrust to the growth 
and investment in the economy”. He 
observed that the substantial increase in 
the Plan outlay by as much as 31 per cent 
in a single year would have a multiplier 
effect and that it would help to impart 
dynamism to the economy. He pointed 
out that the investment allowance of 25 
per cent, combined with the qualified 
withdrawal of the surcharge of five per 
cent on company income tax, “should 
go a long way towards attracting greater 
investment in the corporate sector”. 

But Mr Chaturvedi’s speech did not 
evince optimism regarding the outlook 
for the economy of the eastern region and 
of West Bengal in particular. He said 
that it was ‘‘most disheartening that the 
confidence of investors in this part of the 
country is at a very low ebb”. He added 
that the capital market in this region was 
“so depressed that it has become very 
difficult, if not impossible, to raise fresh 
capital by way of new issues”. He quoted 
figures to show that equity investment in 
industrial companies situated in the 


eastern region had sharply eroded over 
the years and that investment had been 
lost to the extent of not less than Rs 600 
crores out of an estimated aggregate in¬ 
vestment of Rs 1300 crores. It is not 
clear to what extent these figures arc 
reliable and to what period they relate. 
But there is no doubt that the climate 
for investment in this region is not as 
good as it should be though it is also not 
as bad as Mr Chaturvedi seems to 
suggest. 

substantial improvement 

West Bengal’s economic situation has 
substantially improved in the last three 
years. This will be clear from the fact 
that the state’s plan size has been stepped 
up from Rs 66 crores in 1971-72 to 
Rs 232 crores in 1976-77, a rise of Rs 166 
crores in five years. The availability of 
power, which was causing great concern 
until recently, has improved and the 
supply of important raw materials has 
also become easier. In 1975-76 West 
Bengal received 148 letters of intent and 
licences and of these 67 licences were 
fully implemented. The larger outlay in 
the union government’s plan for 1976-77 
will benefit West Bengal in the form of 
more orders for its industriss. Neverthe¬ 
less, the government of India and the 
state government should take note of the 
lack of enthusiasm on the part of invea- 
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tots and adopt appropriate measures to 
instil greater confidence in them. 

Mr Chaturvedi referred to certain 
factors which had affected business senti¬ 
ment. He said that investors of the 
eastern region had been given -‘a raw 
deal" by the nationalisation of the coal 
industry since the compensation which 
was paid was "very poor, if not nil, in 
real terms.” It was not based on the net 
worth of equity. He suggested that the 
government should consider paying fair 
compensation in the event of nationalisa¬ 
tion. 

broken hearts 

Mr Chaturvedi said that the press 
reports about the proposed nationalisa¬ 
tion of Indian Standard Wagon, Burn ft 
Company and Braithwaite ft Co. "have 
served to break the hearts of investors’* 
because if ailing units were nationalised 
after a period of government manage¬ 
ment, the net worth of equity in such 
companies acquired a negative value. He 
suggested that whenever ailing industrial 
units were taken over by the government 
for management, some device should be 
adopted to support equity in such com¬ 
panies through open market purchases. 
Mr Chaturvedi did not explain how this 
was to be done. The government should 
examine this proposal although his 
suggestion that "in no case such com¬ 
panies should be nationalised, once their 
management has been taken over by the 
Government’’ may not be acceptable. It 
is also important to ensure that the 
healthy units do not become sick and 
that the sick ones are not compelled to 
close. 

Mr Chaturvedi said that the lowering 
of the interest rate would have the posi¬ 
tive advantage of stimulating economic 
growth and investment. "From the stock 
market point of view’’, he said, “such a 
move is welcome as it will help render 
equity investment attractive and compe¬ 
titive in comparison with alternative 
investments, and the shifting of funds 
from equity will be checked’*. He said 
that company deposits were estimated to 
have funnelled a sum of not less than 
Rs 1200 to Rs 1300 crores. His comments 
on this trend are interesting. He said, 
"What is disturbing is that such siphoning 


off of large sums has begun to be a night¬ 
mare to many investors. Reports have 
started pouring in to show that many 
companies are defaulting in the payment 
of both interest and capital on scheduled 
time. Many depositors apprehend that 
their moneys are at stake. The depositors’ 
apprehension is not difficult to compre¬ 
hend considering that company deposits 
are generally not very secure. Though 
the Raj Committee submitted its recom¬ 
mendations after investigating the subject 
threadbare, investors feel that the report 
is more of an academic document as it 
has not suggested any worthwile safe¬ 
guard to secure depositors* moneys. It 
was unfortunate that the stock exchange 
was not contacted by the Raj Committee 
in this connection, though we are better 
placed to assess the mind and difficulty of 
the investor". 

It is pertinent to ask what suggestions 
the authorities of the stock exchanges in 
the country have made, or would like to 
make, to safeguard the money of those 
who have invested in various companies 
which are unable to repay it If the Raj 
Committee did not contact the stock ex¬ 
changes, what prevented the latter from 
offering suggestions of their own accord? 
Mr Chaturvedi referred to the education 
programme launched by the Calcutta 


Stock Exchange to enlighten the public 
on subjects of interest to the investment 
market. But should not the stock ex¬ 
change authorities also examine in what 
ways they can ensure the working of com¬ 
panies on healthy lines so that investors 
will have greater confidence in them and 
conditions will not be created compelling 
the government to resort to nationalisa¬ 
tion on grounds of mismanagement. 

Mr Chaturvedi also referred to the 
“stringent restrictions” imposed on 
advancing bank funds against the 
security of industrial shares. He said that 
bank advances against industrial shares 
had remained stagnant around Rs 100 or 
so crores over the past few years while 
bank advances in general had increased. He 
urged the government to liberalise bank 
advances against industrial shares so that 
their liquidity would improve. Hie go¬ 
vernment should favourably consider this 
suggestion. Mr Chaturvedi also criticised 
the recent circular issued by the govern¬ 
ment to the stock exchanges to the effect 
that all applications for new shares for a 
total value of Rs 20,000 or more should 
indicate the permanent account number of 
the tax payer. He said that this directive 
would act as "a psychological damper to 
capital formation’’. But is this argument 
really convincing? 


Happiness is to borrow Cr spend 


The outstanding feature of the budget 
estimates of the central government for 
1975-76 and 1976-77 is the ease with 
which additional Plan outlays are pro¬ 
posed to be’ financed without resorting 
to heavy deficit financing. In fact, the 
emergence of a larger overall deficit of 
Rs. 490 crores in the revised estimates 
for the current year against the earlier 
expectation of Rs. 247 crores is mainly 
due to the need to extend support to 
the Postal and Telegraph Departments 
and the Railways for bridging their gaps. 
There was also a big increase in the 
subsidy on sales of fertiliser by Rs 173 
crores, which was completely unexpected, 
while the Food Corporation was given 
assistance to the extent of Rs 130 crores 
for maintaining buffer stocks and cons¬ 


tructing additional storing space. Also, 
credit was not taken for borrowing to 
the extent of Rs 100 crores from the 
Reserve Bank out of the immobilised 
deposits in respect of additional dearness 
allowances and exceptional increases in 
emoluments. 

In spite of these unexpected increases 
in expenditure, it was possible to extend 
liberal assistance to the state governments 
for filling their budgetary gaps and 
implementing a larger plan. There was 
bouyancy in tax and non-tax revenues 
and larger capital receipts were blade 
possible as a result of increased foreign 
assistance, higher net borrowing through 
open market loans and the like. The 
bouyancy in tax revenues was mainly due 
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to the increase in receipts from customs 
duty and direct taxes. The revised esti¬ 
mates indicate that there was even an 
improvement in excise revenues in spite of 
recessionary trends in many industries. 
The financial position of the central 
government was therefore quite sound at 
the end of 1975-76 notwithstanding 
heavy over-runs in non-Plan expenditure. 
Actually, there is scope for neutralising 
earlier deficit financing or implementing 
larger Plans with recovery of loans and 
faster generation of internal resources. 

no ffesh taxation 

In view of the absence of any need 
for incurring heavy subsidies on sales of 
fertilisers in 1976-77 and the correction 
of the budgetary position of the Post and 
Telegraph Departments and the Railways 
with their efforts to mobilise additional 
resources, the centre will be implemen¬ 
ting a larger Plan of Rs 4759 crores on 
its own account against Rs 3,612 crores 
in 1975-76, without resorting to heavy 
fresh taxation. The states too will be 
granted liberal assistance apart from a 
larger share of central tax revenues. 

The union Finance minister has, of 
course, taken credit for Rs 480 crores out 
of blocked deposits with Reserve Bank 
in respect of additional dearness allo¬ 
wances. There will also be larger open 
market borrowing of Rs 535 crores 
against Rs 453 crores in the revised esti¬ 
mates for the current year (1975-76). The 
extra-budgetary resources will be available 
to the extent of Rs 743 crores against 
Rs 596 crores. The government has, pro¬ 
bably, thought it desirable to neutralise 
the impact of the recirculation of blocked 
deposits of Rs 480 crores by extending 
the existing scheme for immobilising 
additional dearness allowances by another 
year. While this move might prevent a big 
increase in money supply the Reserve 
Bank will be getting additional amount 
by way of compulsory deposits and the 
government may not find it difficult to 
take a similar credit out of these balances 
for augmenting resources in 1977-78. 
The continuation of the compulsory 
deposit scheme concerning income-tax 
assessees by another year has also a 
similar aim. 

The borrowing programme in respect 
of open mailet loans has naturally been 


conceived somewhat ambitiously as 
greater reliance has been placed on bor¬ 
rowed funds rather than on tax revenues 
for executing a larger Plan. In the budget 
estimate for 1975-76 net borrowing was 
placed at only Rs 325 crores. Subsequent¬ 
ly, however, the target was exceeded 
with the net amount realised being much 
higher at Rs 453 crores. There was also an 
unexpected receipt in the shape of in¬ 
vestment in non-negotiable bonds under 
the Voluntary Disclosure Scheme for. 
Rs 40 crores. The gross amount to be 
borrowed in the new financial year is 
Rs 810 crores. There is a maturing loan, 
4i% 1976, outstanding to an extent of 
Rs 260.16 crores and falling due for repay¬ 
ment on July 1, 1976. The smaller 2f% 
1976 loan has to be repaid on September 
16, 1976 and the amount involved is only 
Rs 14.78 crores. 

the first tranche 

The first tranche of the borrowing 
programme will necessarily have to be 
completed in the first week of July as 
conversion facilities will have to be offered 
to the holders of 4i% 1976 loan. The 
funding operation will not present any 
difficulty as the institutional investors 
will have to convert their holdings of the 
maturing loan into new terminable loans 
which will be carrying a higher rate of in¬ 
terest. It may not be possible, however, to 
raise a large net amount even in the first 
phase as the money market is unlikely to 
be comfortable until the latter half of the 
ensuing slack season. It is likely that 
banks will be required to extend liberal 
assistance to Food Corporation for finan¬ 
cing its procurement operations. There 
will, however, be need to invest regular 
amounts out of fresh additions to bank 
deposits in order to comply with statutory 
obligations. 

The increase in deposits may be in the 
region of Rs 850 crores in four months 
and about Rs 250 crores will have to be 
earmarked for being invested to govern¬ 
ment and approved securities. It has to 
be decided how the Reserve Bank will 
absorb the investible portion of bank 
deposits through open market sales of 
terminable loans and take up a sizeable 
portion of the new loans that may be 
issued in the first week of July and re¬ 


plenish its portfolio. In any case it will 
be possible to raise a gross amount of 
Rs 500 crores in the first phase and a net 
amount of about Rs 240 crores. The 
balance of Rs 535 crores for fulfilling the 
target for net borrowing may have to 
be raised in two instalments as the state 
loans too fall due on August 24, 1976. 
With the state governments anxious to 
increase larger net amount it remains to 
be seen whether there will be any attempt 
to stagger their borrowing in two 
phases. The centre’s second tranche can, 
therefore, be only in October and the 
third in December. 

It will not, however, be difficult to 
surpass the target for net borrowing even 
after allowing the state governments and 
public bodies to raise additionally Rs 100 
crores as compared to 1975-76. For, 
the scheduled commercial banks alone 
will be increasing their deposits to over 
Rs 2,000 crores in a full year and at least 
Rs 650 crores will have to be invested in 
the government and approved securities. 

cheaper borrowing 

In view of the observation made by the 
union Finance minister, Mr C. Subra- 
maniam, at the conference of governors 
held recently in New Delhi that the 
inflationary impact of a larger Plan outlay 
is likely to be more keenly felt if not 
properly implemented, than an uncovered 
deficit of Rs 320 crores, it remains to be 
seen whether there will be any attempt 
on the part of the central government 
to borrow on a cheaper basis and beat a 
retreat from dear money. The govern¬ 
ment is aware of the ‘inflationary charac¬ 
ter’ of high interest rates charged by the 
commercial banks. But beyond making 
a feeble attempt to reduce advance rates 
with fixation of a ceiling of 16.5 per cent, 
including the levy of the government, 
downward or upward adjustments along 
the line below 16.5 per cent or above the 
minimum of 12.5 per cent have not been 
contemplated. It will not be sur¬ 
prising, however, if an attempt is made to 
avoid borrowing for long terms on the 
existing basis and float loans having 
maturities in 7 to 15 years. In that event 
the monetary authorities will have to 
remain busy throughout the year and 
maximise net borrowing. 
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Capital's Gomdors 

R.C. Ummat 

Steel production target • Fertilizer availability 
Glass, vanadium and instrument manufacture 


Afh:R two-day deliberations here last 
week, the National Joint Consultative 
Committee for the Steel Industry (NJCC) 
comprising representatives of the manage¬ 
ments and workers of the main steel plants 
and the executives of the Steel Authority 
of India (SAIL), has stressed that not¬ 
withstanding the accumulation of stocks 
in the recent past, the tempo of produc¬ 
tion during the current financial year— 
1976-77—should be kept up. A target 
of producing 6,465 million tonnes sale¬ 
able steel and 1.72 million tonnes pig 
iron for sale has been set. The public 
sector projects will be required to produce 
4.425 million tonnes saleable steel—887,(XX) 
tonnes more than their production in 
1975-76. The overall target for this year 
envisages 16.5 per cent increase in the 
output of saleable steel and 300,000 
tonnes increase in that of pig iron com¬ 
pared to the 1975-76 production. The 
output of the integrated steel plants is 
envisaged to go up by 13.5 per cent. 

encouraging results 

The biggest in creases in output are envi¬ 
saged from the Durgapur steelworks and 
the Burnpur plant of Indian Iron and 
Steel Company. Both these units have 
shown good signs of recovery in the re¬ 
cent months. The saleable steel output at 
Durgapur is proposed to be raised from 
751,000 tonnes in 1975-76 to 825,000 
tonnes, raising the utilisation of capacity 
to 66.6 per cent. IISCO’s production 
has been planned at 540,000 tonnes, as 
against 500,000 tonnes in 1975-76. 

The Bhilai, Rourkela and Jamshedpur 
works of Tata Iron and Steel Company, 
the performance of which has been very 
encouraging during the year just gone by, 
have been given targets of producing 1.83 
million tonnes, 1.05 million tonnes and 
1.50 million tonnes of saleable steel, res¬ 
pectively. 

The target for the alloy steels plants 
at Durgapur has been set at 42,400 ton¬ 
nes saleable steel and that for Visvcsvarya 
iron and steel plant, Bhadravati, (for¬ 
merly known as Mysore Iron and Steel 
Limited) at 108,000 tonnes. 

The Bokato steelworks, whose hot 


strip mill went into operation in Decem¬ 
ber last, is envisaged to increase its pro¬ 
duction substantially. The target set for 
this plant for the current financial year 
is 720,000 tonnes saleable steel and 
775,000 tonnes saleable pig iron. Seve¬ 
ral new units of this project are expected 
to be commissioned this year. 

good dividends 

The process of fixing annual targets 
in the steel industry in consultation with 
workers through the large number of 
joint production committees operating at 
the shop and plant levels, working up¬ 
wards to the apex level of the NJCC, 
was first started by SAIL in 1974-75 
after a very low level of production had 
been registered in 1973-74. The process 
has paid good dividends and in the very 
first year of ils operation, an improve¬ 
ment of 12.6 per cent was recorded in 
the production of saleable steel. This 
was followed by a further rise of 18 per 
cent in 1975-76. Today, more than 450 
committees are said to be functioning at 
various levels in the steel plants in which 
over 2,500 workers’ representatives and 
an equal number of management repre¬ 
sentatives discuss a wide range of subjects 
connected with production, prodetivity, 
maintenance, workers’ safety and welfare, 
etc. 

Addressing the NJCC meeting, the 
Secretary to the ministry of Steel and the 
Chairman of SAIL, Mr Wadud Khan ex¬ 
pressed confidence that the ofT-takeof 
steel would pick up significantly jn the 
next two or three months. There, there¬ 
fore, was no question of cutting back 
production. He also indicated that exports 
during the current financial year might 
go up to 2.5 million tonnes. This would 
absorb nearly 30 per cent of the iron and 
steel products available during the year. 
To obtain better results financially and 
materially, Mr Wadud Khan stressed that 
efforts had to be stepped up towards 
widening the sales through establishing 
more stockyards and greater consumer 
contact. Along with higher production 
and improvement in quality, greater 
emphasis, he added, would have to be 


laid.this year on cost reduction and better 
financial management. 


On a recent assessment, the Fertiliser 
Association of India (FAI) has come to 
the conclusion that with 1.191 million 
tonnes of fertilizers in stock on February 1 
this year and the domestic production 
expected to record significant increase, 
there is no need for signing up any new 
contracts for imports during 1976^77. 
The 1.191 million tonnes stock—633,000 
tonnes nitrogen, 319,000 tonnes P g O # and 
239,000 tonnes KiO—comprised 499,000 
tonnes with the states—303,000 tonnes 
nitrogen, 117,000 tonnes P 2 O s and 79,000 
tonnes K a O—and 692,000 tonnes with the 
pool—330,000 tonnes nitrogen, 202,000 
tonnes P a O* and 160,000 tonnes K a O. 
The domestic production during the 
crurent financial year is expected to be 
of the order of 1.848 million tonnes nit¬ 
rogen and 363,000 tonnes P 2 O e . There is 
no worthwhile production of K 2 0 in the 
country. Thus, the total availability of 
fertilizers during 1976-77 is assessed 
around 3.402 million tonnes—2.481 mil¬ 
lion tonnes nitrogen, 682,000 tonnes P a Oi 
and 239,000 tonnes K a O. Ihe above esti¬ 
mates of the stock do not include the 
material in the pipeline at the trade level 
nor any allowance has been made for the 
likely imports against trade plans or the 
overflow of stocks against subsisting 
contracts. 

consumption estimates 

As against these supply estimates, the 
consumption estimates of the association 
are stated to be as follows: 2.4 million 
tonnes nitrogen, 535,000 tonnes P„0* and 
320,000 tonnes K a O. Allowing for pipeline 
requirements at the rate of 10 per cent 
of consumption, the total requirements 
in the current financial year arc assessed 
around 3.567 million tonnes—2.640 mil¬ 
lion tonnes nitrogen, 586,000 tonnes PiO* 
and 341,000 tonnes K*0. Although the 
association's estimates of consumption 
are considerably lower than those of the 
state governmcnts—2.704 million tonnes 
nitrogen, 899,000 tonnes P.O. and 
462,000 tonnes K t O, the past experience 
has shown that they are nearer to the 
actual trends, the discrepancy being just 
marginal. The actual consumption of 
fertilizers during 1975-76, for instance, 
is estimated to have been around 2.12 
million tonnes nitrogen, 4)0,000 tonnes 
PtOs and 288,000 tonnes K g O. The asso¬ 
ciation had estimated this consumption 
at 2.1 million tonnes nitrogen, 450,000 
tonnes P,0. and 270,000 tonnes K,0 
while the states had expected it to go up 
to around 3.105 million tonnes nitrogen 9 
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955.000 tonnes P*O a and 588,000 tonnes 
KtO. 

It has been found through experience 
that two elements have been responsible 
for the estimates of the state govern¬ 
ments. The first element has been 
that they were based on agronomic re¬ 
quirements and these were indicative of 
the levels of consumption required to 
raise agricultural output in accordance 
with the targets. The second element has 
been that in the periods of shortages, 
the states had been providing cushion in 
case there was either spurt in consump¬ 
tion or problems arose in availability. 

The current year’s estimates of the 
association are stated to have taken into 
consideration the situation state by state. 
Due weightage has been given to abnor¬ 
mal conditions like floods in Bihar, 
drought in Tamil Nadu, etc., as well as to 
the fertilizer availability conditions pre¬ 
vailing in some states last year. Due 
cognizance has also been taken of the 
efforts made by many states in the last 
few months to promote the off-take of 
fertilizers, the extension of irrigation and 
the area under the cultivation of high- 
yielding varieties of seeds. The reduction 
effected in the prices of fertilizers since 
July last too has been fully taken into 
account. As all the variables have been 
taken care of in arriving at the current 
year’s consumption estimates, the asso¬ 
ciation feels that to some extent its 
consumption estimates may turn out to 
be quite liberal. 

During the financial year just gone by, 
the off-take of all nutrients is said to 
have recorded a heartening increase, both 
during the last rabi and kharif seasons, 
particularly in the rabi season. 


With the production of about 30 varie¬ 
ties of glass, complete self-reliance in the 
field of optical glass and tank periscope 
prisms is claimed to have been achieved 
during the financial year just gone by. 
According to the annual report of the 
Council of Scientific and Industrial Re¬ 
search for the year, the production of 
optical glass based on the known-how 
developed by the Central Glass and 
Ceramic Research Institute, Calcutta, 
(CGCRl) has been taken up on a com¬ 
mercial scale by Bharat Ophthalmic Glass 
Limited. 

The CGCRl has also developed sinter¬ 
ed alumina nozzles for welding torches. 
These nozzles were hitherto being impor¬ 
ted. Alumina ceramic inserts for water 
assembly of Vijayanta tank, engines and 
alumina thread guides suitable for tem¬ 


peratures upto 1550°C too have been 
developed recently by this organisation. 

The Visvesvarya Iron and Steel Com¬ 
pany Ltd., Bbadravati, has started com¬ 
mercial exploitation of the National 
Metalluigical Laboratory’s technology 
for producing vanadium metal. About 
five tonnes of vanadium slag are stated to 
have been produced using 300 tonnes of 
vanadiferroi s ores mined by the Geologi¬ 
cal Survey of India. Vanadium metal is 
of strategic importance and is used in 
the manufacture of a variety of ferro¬ 
alloys, high-speed steels, low-steel alloys, 
too] steels and heavy-duty rails. 

* * 

Instrumentation Limited, a government 
of India undertaking, has made entry 
into the field of pollution control. An 
agreement was signed by its Chairman, 
Mr V.N. Kak, and the Managing Director, 
Brig. D. Swaroop, last month in Geneva 
with world-renowned West German firm, 
M/s. Hartmann & Braun for the pro¬ 
duction of gas and liquid analysers at the 
Kota unit of the undertaking. The pro¬ 
duction of these instruments is program¬ 
med to be taken up during the current 
financial year itself. This will save a con¬ 
siderable expenditure in foreign exchange 
as these instruments are currently impor¬ 
ted and their requirements for process 
control as well as pollution monitoring 
and control purposes are rapidly increas¬ 
ing. 

The undertaking is also planning to 
modernise its present production range. 
It has already modernised some of its 
instruments through in-house R &D 
efforts. Some proposals have been sub¬ 
mitted to the government recently for 


collaboration with west European con¬ 
cerns so that modern complete systems of 
instrument control may be developed and 
produced in the country to suit the 
changing requirements. The emphasis in 
foreign collaborations is said to be on 
securing of designs only as development 
and production competence already exists 
in the country. 

During the year just gone by, the 
undertaking has attained a record turn¬ 
over ofRs 10.1 crores, including about 
Rs 100 lakhs earnings in foreign exchange 
as against the target of Rs 9.5 crores and 
the 1974-75 turnover of Rs 6.62 crores. 
Although production costs have gone up 
and the enterprise has not been able to 
enhance its sale prices as it had entered 
into fixed delivery contracts, the 52 per 
cent increase in turnover and significantly 
enhanced productivity have enabled it to 
keep up profitability. In 3974-75, the 
undertaking made a net profit of Rs 22 
lakhs. The 1975-76 profit is expected to 
be slightly higher. The undertaking has 
seta target of producing goods worth Rs 
12.5 crores during the current financial 
year, both at its Kota unit and the 
Palghat unit. The latter went into pro¬ 
duction in December last. It was set up in 
collaboration with M/s. Yamataka- 
Honeywell Company Limited, Japan, for 
the production of control valves. 

The undertaking has been executing 
lurn-key projects for instrumentation 
and control systems of thermal power 
stations and steel plants both within the 
country and abroad. It is gearing itself to 
taking up instrumentation and control 
systems of such other industries as ferti¬ 
lisers, paper, cement and petrochemicals. 
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According to Press Reports the Central Go¬ 
vernment has circularised a letter to all Provin¬ 
cial Governments emphasising the need for imme¬ 
diate construction of the maximum number of 
houses for industrial workers in India. A cons¬ 
truction drive during 1946-47 and 1947-48 is re¬ 
commended and the Central Government would 
make grants to any approved housing scheme sub¬ 
ject to an over-all maximum of Rs 230 lakhs in 
each year. According to the Government, the 
scheme should besuenas to give sufficient in¬ 
ducement to Improvement Trusts, Development 
Boards, local bodies and employers to formulate 
plans for housing schemes immediately. It is also 
learnt that the Government has drawn up a long 
term housing plan and invited the provinces' 
commonts on a ten years scheme with an all- 
India target of two million houses. In addition, 


the opinion of the Provincial Government 
whether there should be minimum standards fo 
industrial housing and whether designs should b< 
so worked out as to provide .for maximum econo 
my by planned bulk ordering of materials an< 
standardised parts is also invited. It is furthc 
known that in order to advise the Govcmmen 
on the scheme and be responsible for maintair 
ing contact with the provinces tho appointmer 
of a Housing Commissioner is proposed. It wi 
be the additional duty of the Commissioner fo 
arranging with the industries and the Supply Dep 
artment bulk orders for raw materials and suppl 
of standardised parts. It may be recalled* in th 
connection that a number of measures givic 
financial assistance to stimulate the house buildit 
industry were announced by the Finance Memb 
in his budget speech. 
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A look at US income 


Carl H. Maddan 


distribution 


In 'recent generations, the pursuit of 
equality has gained value to many of the 
world's people. How far back the ideal 
goes is hard to say. Kenneth Boulding 1 
speculates that it might be an offshot of 
monotheistic religion. Certainly, poly- 
thestic religions, such as Hinduism, more 
aptly serve the social function of legiti¬ 
mating inequality through caste. Karma, 
and other devices, since many gods 
allow many classes of mankind. Much 
historical and anthropological research 
would be required to trace the complex 
idea. It should include seeking the ori¬ 
gin of the fairly modern concept of success 
and its concommitaat notion of failure, 
ideas largely unknown to ancient civiliza¬ 
tions strongly influenced by the central 
place of fate in human life. 

Pursuit of equality lacked realism until 
recent generations. Since the advent of 
humanoid ancestors in Hast Africa, per¬ 
haps 3.5-to-4.0 million years ago, the 
Ola Stone Age that came to its end some 
12,000 years ago constitutes well over 99 
per cent of our human past. 8 During the 
agricultural era that began afterwards, 
self-sufficiency precluded realistic politi¬ 
cal consideration of equality. Even by 
the year when Caesar Augustus sent out 
the word that all the people should be 
counted, average yearly per capita in¬ 
come in current dollar equivalent for the 
world's estimated 250 million people was 
no more than $200. Indeed, 1776 years 
latei a world population of perhaps 750 
million people had scarcely made any 
progress in raising per capita income. 
The industrial revolution since then has 
seen everything economic take off 
and today, having a population of nearly 
four billion (1974), the world produces a 
gross output of $980 per person. 

historical associations 

The egalitarian movement launched by 
the French and American revolutions has 
historical associations with medieval 
notions of just prices, just wages, and the 
proscriptions against usury; and the pur¬ 
suit of some form of equality now charao- 
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terizes nearly all modern secular ideolo¬ 
gies. “The United States,” as Boulding 
says, “was ushered onto the stage of his¬ 
tory with the trumpet call, 'We hold these 
truths to be self-evident, that all men are 
created equal’.” 

Now, the American society, proclaim¬ 
ing the worth of every human being, 
guarantees all citizens equal justice and 
equal political rights. Meanwhile, Mar¬ 
xism dreams—however unrealistically—of 
a classless society. But the U.S. indus¬ 
trial system prods us to get ahead or fall 
behind, and it awards big income pri¬ 
zes to the very few big winners that 
may be a hundred times the average 
family’s income. 

twice Ideal 

Much less study of equality has been 
made than of freedom, the twin ideal of 
the Age of Englightenment Its elusive 
and paradoxical nature has relegated 
discussion of equality largely to 
rhetoric. Modern genetics makes it far 
from self-evident that all men, however 
created, are born equal. Though we are, 
in Boulding’s phrase, as equal before de¬ 
oxyribonucleic acid as before God, aild 
share a common heritage of gene pools, 
the enormous complexity of human gene¬ 
tic structure—greater within races than 
between them—makes difficult the task 
of separating biological from social gene¬ 
tics and reveals our ignorance, as in the 
Shockley-Jensen dispute over IQ. 

Recent study of the social behaviour of 
animals, ranging jroxn bees to baboons. 


reveals that all such group behaviour is 
hierarchical, the intensity of hierarchical 
behaviour among higher primates varying 
with the degree of threat to the group 
from competition for food. Dominant 
animals among baboon troops receive 
differential perquisites associated with 
their higher value to the survival of the 
troop. Inequality among animals, in 
short, is not limited to humans. 

double standards 

Our society’s double standard of social 
and political equality combined with 
economic inequality represents an uneasy 
compromise. No one recently has done 
more to clarify that compromise than 
Brookings economist Arthur Okun in a 
beautiful and probing analysis called 
Equality and Efficiency , 3 Shares of in¬ 
come and wealth fluctuate as society ex¬ 
plores and adapts the compromise to 
changing values and economic develop¬ 
ments. Recent study of US income dis¬ 
tribution since the Johnsonian Great 
Society show significant changes in that 
tradeoff not widely or well known, which 
it is the main purpose here to examine. 

Despite the continuous tension in US 
society between equality and efficiency, 
wide differences in living standards are by 
no means a specific characteristic of the 
capitalist industrialized nations. The 
Marxian theory of "immiseration,” hold¬ 
ing that real wages are bound to decline 
steadily under capitalism, is so far off 
the historic mark in America that con¬ 
temporary US Marxists such as Herbert 
Marcuse, turning the original argument 
on its head, must contend that US wor¬ 
kers are enslaved by capitalist bribes of 
increasing quantities of durable goods. 

The yawning gap in world income dis¬ 
tribution overshadows the inequalities of 
US income. In 1972, according to the 
World Bank, GNP per person in the US 
was $5,590; industrial countries, $3,670; 
in centrally planned economies, $58o; 
and in developing countries, $280* The 
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ratio of developed to underdeveloped 
incomes is about twenty to one. 

In the US it is overwhelmingly clear 
that the general standard of living, in¬ 
cluding that of low income groups, has 
risen enormously, a gain that is reflected 
in the great increase in the expectancy of 
life during the past two centuries. 
Second, through tax and expenditure 
policy, social policy, and other measures, 
it has been possible to move the balance 
some distance toward less inequality 
without fatal jeopardy to the market 
economy. Third, it is arguable that the 
standard of living has risen more for the 
poor than for the rich. 4 The ever-incre¬ 
asing use of public good—roads, museums, 
parks, wildlife reservations, rivers, lakes, 
and seashores —gives evidence that the 
monopoly of these goods by the rich 
has ended. 

industrial revolution 

Before looking at income and wealth 
distribution in detail, though, it is well 
to remind ourselves of the role that ad¬ 
vancing science and technology have 
played these past two centuries, and the 
promise of the future, in giving motive 
power to the ideal of reducing inequality. 
The systematic use of knowledge in indus¬ 
trial life that had marked the industrial 
societies—the industrial revolution---has 
enormously raised and broadened income 
and wealth. Despite valid concern for 
limits to growth, prospects for further 
gains in living standards and for their 
widespread distribution form the basis 
for rising expectation throughout the 
world and for the rise of equity, if not 
equality, as a realizable goal. 

It is not easy to define or measure the 
concept of economic equality, or even to 
recognize perfect equality if it existed; 
but economic inequality is easily seen. Of 
the two conventional measures, income 
and wealth, income is the more impor¬ 
tant because it gives purchasing power to 
command a standard of living and, with 
property incomes included, reflects hold¬ 
ings of wealth. Income and wealth do 
not necessarily reflect welfare, though 
their lack may reflect its absence. Modern 
economists assume that more consump¬ 
tion is better than less. But a Buddhist 
might consider that view irrational by 
arguing that the aim should be to gain 
maximum well-being with modest con¬ 
sumption. The Buddhist-related doctrine 
that “Small is Beautiful,” put forward by 
British economist E. F. Schumacher, 1 
should not be ignored, if only because of 
its growing influence. 

Very recent studies of US income 
distribution cast doubt on what up to 


now have been our conventional data— 
Census income figures—for measuring in¬ 
come distribution and bn the method— 
Lorenz curves—for determining the de¬ 
gree of income inequality. A look at con¬ 
ventional results will allow us to put these 
recent studies in perspective and attempt 
an answer to the question, how far have 
we come ? 

Property income—derived from hold¬ 
ings of wealth that yield dividends, inte¬ 
rest, capital gains, and the like—and 
including self-employment income from 
unincorporated businesses, farms, and 
professional practices, amounts to about 
one-fifth of total family income in the 
nation. ‘'Transfer payments,” such as 
social sceurity, unemployment compensa¬ 
tion, and other benefits for which no 
current services are provided in return, 
amount to one-tenth of all income. 
Transfers, as we will see, are the big eq¬ 
ualizer—bigger, indeed, when non-cash 
transfers are included, than is generally 
realized. The vast bulk—about two- 
thirds—of US family income comes from 
wages and salaries. Except among the 
lowest tenth of all families in the income 
distribution (dominated by transfer pay¬ 
ments) and among the top three or four 
percent (where property income prevails), 
wages and salaries account for at least 
half of the income of all groups. 

According to Census data on money 
income, for all families (excluding un¬ 
related individuals), the median income 
that divides the upper from the lower 
half of the families was $12,073 in 1973. 
The average income, the arithmetic mean, 
is pulled up by a few very high incomes 
and was over $13,000. 

room at the top 

As Paul Samuelson likes to say, “There’s 
always room at the top is certainly true; 
this is because it is hard to get there, not 
because it is easy.” 4 And he points out 
that if we made an income pyramid out 
of a child’s blocks, with each layer port¬ 
raying $1,Q00 of income, the peak would 
be far higher than the Eiffel Tower, but 
most of us would be within a yard of the 
around. Samuelson goes on to explain 
how to measure degrees of inequality and 
reaches the conventional conclusion 
shared today by most economist and 
more widely by most intellectuals. “By 
calculating Lorenz and other curves, 
scholars find that inequality is definitely 
less in America that it was back in 1929. 
but little different today from 1945.” 7 Or, 
as Arthur Okun puts it, “The relative 
distribution of family income has changed 
very little in the past generation.”* 

The conventional measure of income 


inequality, the so-called Lorenz curve, 
plots the per cent of people on its hori¬ 
zontal axis and the per cent of income on 
the vertical axis. A point established by 
the Lorenz curve gives the cumulative 
per cent of income received by a corres¬ 
ponding per cent of families. The defini¬ 
tion of absolute income equality is for 
the lowest 20 percent of the families 
(which in this case would mean any 20 
per cent) to receive 20 per cent of the 
total income; for the lowest (any) 80 
per cent to receive 80 per cent of the 
income. Graphically, a line of absolute 
equality on a Lorenz curve would move 
up from the origin at a 45 degree angle to 
the diagonally opposite corner of the 
diagram at the 100 per cent point of both 
income and families. Degree of inequa¬ 
lity on a Lorenz curve in measured by 
the area between the line of absolute 
equality and the line giving the actual 
income distribution. 

Lorenz measure 

In 1973, by the Lorenz measure, the 
bottom 20 per cent of all families receiv¬ 
ed 5.5 per cent of total before-tax money 
income; the second 20 per cent received 
11.9 per cent of income; the third 20 
per cent received 17.5 per cent of income; 
the fourth 20 per cent received 24.0 per 
cent of income; and the top 20 per cent 
received 41.1 per cent income. 

Another way to grasp this result is to 
note that the average money income of the 
lowest quintile is 27.5 per cent of average 
income for all families. 

If the lowest quintile had 20 per cent 
of income, that means their average in¬ 
come would equal the average for all 
families. For the lowest income, a share 
of 5.5 per cent means 5.5 divided by 20, 
or 27.5 per cent of average income. 
The top fifth of families had an average 
income of slightly more than twice the 
average of all families. 

Lorenz curve data show that the highest 
fifth of families had 43.3,41.3, 40.5, and 
41.1 per cent of all income in 1947, 1960, 
1966, and 1973. The lowest fifth in those 
same years had 5.1. 4.8, 5.6, and 5.5 per 
cent. Even though the growth of the 
economy increased the absolute money 
incomes of families in all quintiles, the 
increases were in about the same pro¬ 
portion, leaving the distribution of 
shares of income relatively unchanged. 

Although the nation’s thought leaders, 
intellectuals, politicians, moralists* and 
journalists^are mainly dominated by deriv¬ 
ed views of income distribution based on 
Lorenz curves, such a measure is not the 
only way to consider income inequality. 
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The Italian-born Swiss professor Of econo¬ 
mics Vilfred Pareto, somewhat mistakenly 
called the ideological father of fascism, 
had a different measure. By using a cer¬ 
tain logarithmic chart, called the “Pareto 
chart,” he found that the upper income 
group—the “upper tail” of the distribu¬ 
tion-had about the same structure and 
fell along straight lines with almost the 
same slopes. He came to believe it was 
a basic natural law that there is an in¬ 
evitable tendency for incomes to be dis¬ 
tributed unequally in about the same 
way—regardless of political institutions 
or taxation. While careful studies of the 
past 75 years have refuted the inevitabi¬ 
lity of Pareto’s Law, it remains to re¬ 
mind us that we by no means fully 
understand the degree to which our own 
conduct in social groups is firmly within 
our own rational control or subject to 
undiscovered tendencies. It also reminds 
us that “absolute equality” as defined by 
a Lorenz chart is not an exclusive 
definition. 

Indeed, in a recent study, Portland 
State University economist Morton 
Paglin proposes a basic revision of our 
measurement of inequality. 9 He argues 
that the Lorenz curve is based on an un¬ 
realistic standard of inequality, because 
it overspecifies the standards. He points 
out that, when used with annual income 
data, Lorenzian equality requires that 
lifetime earnings of families remain 
equal. It also requires that families dur¬ 
ing the period of child rearing, when they 
have maximum income needs, must have 
the same incomes as retired families when 
they have minimum family responsibili¬ 
ties and maximum assets. 

Absolute equality’ 

Finally, Lorenzian absolute equality 
pays no attention to the impact of econo¬ 
mic growth on lifetime earnings of older 
workers compared to younger ones. If 
the economy grows at a pace that yields 
a two per cent gain in real per capita 
income, there will be very large diffe¬ 
rences between lifetime incomes of older 
workers and younger workers entering 
the labour force. If the spread averages 
45 years between the new entrants and 
the retiring group, the younger workers’ 
lifetime earnings will be double or more 
the older ones’. No workable redistribu¬ 
tion scheme could right that much 
disparity. 

Paglin proposes a new definition of 
equality that takes into account only the 
age-of-family profile but also economic 
growth and the rising rate of participa¬ 
tion by women in the labour force. He 
proposes that equality “is a condition in 
which all families have equal lifetime 


incontea” in a hypothetical no-growth 
economy. In a growing economy tibia 
definition of equality requires equal life¬ 
time Incomes only for the same age group 
or generation. What are the implications 
of this definition? 

The results are startling. Paglin per¬ 
suasively demonstrates that a very subs¬ 
tantial part of the traditional inequality 
—one-third to one-half*—is merely a 
consequence of the diversity in the ages 
and size of families and of the lifetime 
income pattern typical of a technically 
advanced society. It is neither a limita¬ 
tion on lifetime opportunities nor an 
element appropriately evaluated as un¬ 
just or inhumane. 

Paglin also shows that the widely ac¬ 
cepted conclusion of no change between 
1947 and 1972 in inequality of income 
despite massive social welfare spending 
is factually erroneous. His analysis in¬ 
stead shows a considerable reduction of 
net inequality and a marked improvement 
in the share of the lowest fifth, somewhere 
around a 23 per cent decline in inequality 
during the 25-year period, 1947-1972. 

differences in results 

When Paglin looks at bottom and top 
fifths of the population, he also gets 
differences in results that are startling. 
He holds that it grossly exaggerates the 
income deprivation of the lowest fifth of 
families to calculate by the Lorenz techni¬ 
que that they receive only 5.5/20 or 27.5 
per cent of the income share that would 
accrue to them under conditions of per¬ 
fect equality. By his age-adjusted and 
growth-adjusted measure of equality, if 
we take as given the current age distribu¬ 
tion and age-income profile, there would 
still be a “poorest” 20 oer cent of the 
families having only 12.9 per cent of the 
income pie. Comparing the 5.5 percent 
with the 12.9 per cent, rather than with the 
20 per cent figure, means agreeing that 
equality of lifetime income is a reasonable 
norm, and that we should not require of 
a definition of equality that income each 
year should remain the same from teenage 
to retirement and death. By using the 
Paglin definition, wc see that the poor 
families receive 5.5/12.9 or 42.7 per cent 
of income if it were equally distsibuted 
by his criteria. The revision of the 
equality norm produces a 55 per cent im¬ 
provement in the relative assessment of 
the lowest income group, from 27.5 to 
42 7 per cent of the equality income share. 

A similar analysis would reduce the aver¬ 
age of the top fifth above the equality 
share from 2.07 times to 1.66 times. 

To a large extent, then, the resistance 
of the poorest 20 per cent to improvement 


in Lorenzian terms appears as a built 
in result of the age distribution of the 
population; and is not wholly related to 
the condition of a permanent class of 
people excluded from the average level of 
real income enjoyed by most families. 
Indeed, as Paglin points out, higher in¬ 
come families have larger, not smaller, 
family size as commonly thought. The 
lower income families are found more 
often among she old and the young, 
where family size is below average. 

various distortions 

It is not Lorenz curve analysis alone 
that lias distorted our assessment of the 
way our society distributes family income 
It is also distoited by a federal statistical 
decision to exclude fiom the definition of 
income those need-based, in-kind transfer 
payments referred to as “merit goods.” 
As a matter of social policy, the US has 
decided to mitigate poverty by making 
large transfers in the form of public 
housing, rent supplements, food sramps 
and food assistance, medicaid, and social 
services such as day care and the like. 
The federal government, however, ex¬ 
cludes these transfers from the statistics 
on poverty and inequality. Fifteen years 
ago, in-kind transfers were small enough 
to be overlooked. Recently, however in 
fiscal year 1973, spending on the major in¬ 
come-tested transfer programmes (federal, 
state, and local) totalled $30.7 billion, of 
which 55 per cent or $16.9 billion were in 
kind transfers. Paglin makes the follow¬ 
ing estimate. If we use family units, 
only 80 percent of the in-kind transfers or 
$13.5 billion is applicable. Assuming 
that 20 per cent of the $13.5 billion goes 
for administration, the remaining 10.8 
billion, if it goes to the bottom fifth of 
families, boosts its 1972 income share 
from 5.4 to 7.0 per cent. So, if in-kind 
transfers are included as income and they 
amount to no more than restricted in¬ 
come grants), the lowest fifth of families 
would have a share, not of 42.7 pci cent 
but of 55 per cent their equality shareof 
J2.9 per cent. 

In fact, the unprecedented transfor¬ 
mation in governmental policy in just 
over a decade is only now being realized. 
Today, more than half of all government 
expenditures are on social welfare pro¬ 
grammes, almost tripling in the eight years 
from $77 billion in 1965 to $215 billion 
in 1973. Inflation is only partly responsi¬ 
ble for this growth; in real terms from 
1947 to 1973 social welfare expenditures 
grew by almost seven-fold. The term- 
asocial welfare” here refers to social 
insurance, public aid, health and medical, 
veterans’ programmes, education, housing 
and other social welfare spending. Com¬ 
bining these programme* under the rubric 
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“social welfare' 9 emphasizes the scope of 
government; efforts to achieve equity by 
providing means for a good start through 
education and by protecting people 
against the risks of industrial and urban 
life in a market economy. These expendi 
tures rose from 8.3 per cent of the net 
national product (NNP) in 1947 to 19.3 
percent in 1973. If private philanthropy 
of more than $20 billion were added, the 
total would exceed one-fifth of the net 
national product* itself a measure of the 
nation’s output net of allowances for the 
consumption of capital. 

If the nation is spending about a fifth 
of its net national output for broadly 
defined social welfare programmes in a 
period when total employment is at a 
peak, (even though joblessness is high), 
participation rates of women in the labour 
force are approaching 50 percent,and 
average family size is for the first lime in 
the country's history below three mem¬ 
bers per family, why has officially- 
defined poverty not declined much 
more than it has? Despite the vast 
effort just described, the number of 
Americans officially defined as poor de¬ 
clined by less than one-third, from 33 
million in 1965 to 23 million in 1973. The 
question is the basis of a recent study by 
University of Virginia economist Edgar 
K. Browning.™ He discovered that the 
net transfer to the poorest 25 percent of 
the population in 1973 of $80 billion 
which, when added to before-tax income, 
is more than enough to have moved 
every family above its respective poverty 
line, failed to reduce the number of poor 
below 23 million. The explanation is 
simple: a large share of government 
transfers are simply not counted as 
income. 

unreliable statistics 

When in-kind transfers are counted as 
income, Browning found that the average 
income of those officially counted as poor 
in 1973 was 30 per cent above their average 
poverty line. Browning concluded; 
“Therefore, in a meaningful sense poverty 
had become virtually non-existent in 
America by 1973.” He also concluded: 
“Tt only remains to recognize that 
government statistics on the money in¬ 
comes of low-income families are totally 
unreliable as a measure of the real in¬ 
comes of these families.” Finally, he 
concluded along with Paglin that, con¬ 
trary to the conventional view of most of 
the nation's thought leaders, intellectuals 
politicians, moralists, and journalists, 
there has been a dramatic improvement 
in the past 30 years in the relative posi¬ 
tion of the lowest 20 per cent of families 
the adjusted share (counting in-kind 
transfers) of income going to the bottom 


fifth haviug risen from 5.0 per cent to 
8.0 per cent from 1965 to 1973, a 60 per 
cent improvement. 

In a peculiar but important sense 
economists of the past generation, in 
what Congressional Budget Office eco¬ 
nomist Alice Rivlin 11 calls "a truly 
amazing act of self-denial*’ took them¬ 
selves out of the debate over the pre¬ 
ferred or optimum distribution of income. 
They concluded on theoretical grounds 
that interpersonal comparisons of utility 
were not possible—taking a thousand 
dollars from a millionaire and giving it 
to a sharecropper with hungry children 
produced a result to total human welfare 
they refused to evaluate. It is clear that 
the US people had less difficulty with 
the proposition. 

the trade off 

Economists could talk about the trade¬ 
off of equality and efficiency. This Okun 
does 11 in concluding that “the market 
needs a place, and the market must be 
kept in its place.” Okun bows to the 
market’s efficiency, its protection of 
our freedoms from transgression by the 
state, its responsiveness to consumer 
and producer signals where a reasonable 
degree of competition is ensured. He 
considers most important the prizes 
the market [offers for work effort and 
productive contribution. He fears that 
checks too onerous to market incentives 
would conceivably cause the nation to 
stop caring about achievement. But 
Okun gives the market only two cheers; 
its tyranny of the dollar yardstick 
tempers his enthusiasm. He fears that, 
given the chance, the market would sweep 
away all values except its own and 
establish “a vending machine society.” 
There are rights and powers that money 
should not buy, and they have to be 
protected by the state. Okun believes 
that once those rights are protected and 
economic deprivation ended, the society 
would be more willing to let the competi¬ 
tive market have its place. And he 
believes the fulfilment of right to survival 
and the eradication of p3vcrty are 
within the grasp of this affluent nation. 

Still another goal besides balance in 
the tradeoff of equality and effici¬ 
ency is that of equalizing opportunity. 
Equalizing opportunity to earn in¬ 
come, like free tiade, could be defended 
on grounds of increasing total income. 
The disappointment ofempirical research 
(the Coleman study, et al.) was it showed 
that family influence far outweighed 
public investment differences in suc¬ 
cess in school or at job. The theory 
of investment in human capital 
offered hops of goiog for the goal of 


narrowing income disparities in the next 
generation. Its appeal in the I960*s 
came from the nope that education 
could explain the income distribution, 
could account for variations among 
groups, regions, and individuals not 
otherwise accounted for, and could be 
widely perceived as a worthy usp of 
resources compared to consumer frivolity. 
By the 1970's, it was not clear that 
investment in the disadvantaged did 
some good, or that more educated 
people might not only glut the market 
and reduce, not raise, their incomes. 

But, turning from goals to actions, the 
embarrassing question put by Paglin and 
Browning is just how well do the egali¬ 
tarians of today know the facts? If thty 
do not know accurately how much better 
off the poor in fact are, or how much 
incomes in fact are concentrated at the 
top, how will they go about making pro¬ 
gress away from inequality without un¬ 
intentionally bumping into inefficiency? 
It was de Tocqueville who observed a 
kicker in the rage for equality: 

“The foremost or indeed the sole 
condition required in order to succeed 
in centralizing the supreme power in a 
democratic community is to love equa¬ 
lity, or to get men to believe you love 
it. Thus the science of despotism, 
which was once so complex, is simpli¬ 
fied, and reduced, as it were, to a 
single principle.” 

Significantly, Browning tentatively 
concludes that the low-income population 
over the past two decades appears to 
have become less self-supporting and 
more dependent on government transfers. 

difficult proposition 

What’s more, financing redistribution 
of income is difficult. Bertrand de 
Jouvenel discussed this and other aspects 
of the question incisively back in 1952 l \ 
He did not believe that “the arithmatic 
of happiness” added up. Proponents of 
equality do arithmetic that overestimate 
what is to be taken away from upper 
Income brackets and underestimates how 
much tax funds have to be pumped into 
the lower brackets. To illustrate, Brown¬ 
ing estimates that for every one per cent 
of net national product that is redistri¬ 
buted, marginal tax rates for all families 
must be raised by five percentage points. 
For one thing, only the income above the 
average is available to be taxed to pro¬ 
vide funds to be redistributed downward. 
For another, greater redistribution means 
higher tax rates have to be levied on the- 
recipients as well as on those who 
finance the redistribution. Browning 
concluded that unless we are willing to 


CASTHRN ECONOMIST 


785 


APRIL 16,1976 



impose effective marginal tax rates in 
excess of 50 per cent, there is little scope 
for increasing the share of the net natio¬ 
nal product transferred to the low income 
population. Clearly, as in the past,econo¬ 
mic growth remains the major means for 
improving the well-being of all, growth 
reflecting responsiveness to the desire for 
quantity and quality. 14 

British experience is not encourag¬ 
ing to efficiency in the trade-off with 
equality. 1 * There, the rich have 
been getting poorer and so have 
the poor. In 1972, the top one 
per cent of income earners got four 
per cent of income, four times the 
average. The top ten per cent got twice 
the average, and the bottom ten per cent 
got a bit*wider half the average. Income 
in Britain is distributed as in Poland, 
la 40 years, to 1972, taxable income of 
the top one per cent of earners went 
down from 12 per cent to four per cent. 
By 1972, tax free benefits in cash and 
kind amounted to half of pre-tax income 
of typical household in the bottom ten 
per cent. There, too, myth buries fact. 
It is almost undisputed that the top ten 
per cent owns 80 to 90 per cent of the 
assets, but when state pension rights arc 
counted as an asset, and they should 
be, the top ten per cent over 18 owns 
less than half of personal wealth. At this 
point the United Kingdom public sector 
is about 56 per cent ofGNP; that is, so 
much is controlled and spqnt by the 
state. 


not enough left 

The trouble in Britain with soaking the 
rich is that not enough are left, to soak. 
Taxes take 25 per cent to the average 
worker’s salary, up from a negligible per 
cent in 1963. As workers stung by rising 
taxes press for higher salaries, inflation 
has risen from two per cent a year in the 
mid- 1930’s to 25 per cent a year today. 
Even though taxes have financed a big 
growth in public goods, people still like 
in practice to use their own money, and 
don’t like to pay taxes so government 
can control 56 per cent of GNP. The 
average person is not so enthusiastic 
about what is called '‘Socializing the 
National Income.” Of course, with wages 
accelerating behind rising taxes, the 
resulting turbulence generates the wage- 
price spiral but prices lag from competi¬ 
tion at home and abroad, so profits 
have fallen for many years as a share of 
national income or a rate of return on 
capital. 

Two decades of declining profits mean 
a raw deal to savers, already suffering 
severely from the costs of accelerating 
inflation. Where profits and dividends 


in real terms turn negative, the effect on 
life insurance and pensions is corrosive. 
This means that employers sec pension 
costs skyrocket just to keep even with 
obligations in money terms. Competi¬ 
tion for labour and for savings gets 
unbalanced. Public sector demand saps 
the private supply of labour, creating 
sudden labour shortages in expansions. 
Upper and middle management can’t be 
paid what they could get in other 
countries, since it takes a raise of 
£15,000 a year to create a post-tax in¬ 
increase from £8,000 to £12,000. 
Rewarding skill or hard work has 
become almost prohibitive. British 
companies that put top management in 
Europe or elsewhere on French salaries 
don’t get them back. 

lessons drawn 

Minority leader Margaret Thatcher, 
former chemist and present housewife, 
Member of Parliament and leader of the 
British Conservative Party, draws these 
lessons: 

1. The pursuit of equality is a mirage. 
More practicable is pursuit of 
equality of opportunity. Says she : 
“Let the children grow tall—and 
some grow taller than others.” 

2. The United Kingdom must strike 
a proper balance between the 
growing demands and powers of the 
state and the vital role of private 
enterprise. 

3. The United Kingdom must measure 
the consequences of the economic 
and political demands of some of 
its people. 

It does seem clear from this review 
that the United States generally is suffe¬ 
ring from a perceptual lag about income 
distribution. That lag distorts judgments 
concerning the tradc-off between equality 
and efficiency, causing them to err on the 
side of erroneously favouring measures 
to reduce income inequality farther. 


It seems also; from the review of in-kind 
transfer, tha| serious thought ought to 
be given to cashing-out such benefits in 
in order to create a better and more 
comprehensible income-transfer system. 
Finally, if we are unable definitively to 
answer the question, how far should 
we go, it nevertheless seems painfully 
evident the answer has to be, not so far 
as Britain. 
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POINT OF VIEW 


Are we sweating our aged 0 


The ageing of population has its effects 
on ths economic, social and political 
well-being of a society. However, 
we have so far not done much for that 
section of our population which has 
moved into its sixties or beyond. Its 
number is substantial. At the 1971 
census, out of 548 million people, almost 
33 million, had crossed their sixtieth 
birthday. Of these, 17 million were 
males and 16 million females. This 
analysis is restricted to the 17 million 
aged males only and for this purpose it 
groups our 21 states and nine union ter¬ 
ritories into eight zones as follows: 

(i) Jammu & Kashmir-Himachal 
Pradesh; 

(ii) Rajasthan - Punjab - Chandigarh 
Haryana-Dclhi ; 

(iii) Uttar Pradesh-Madhya Pradesh; 

(iv) Ofissa-Bihar-West Bangal; 

(v) Meghalaya - Assam - Arunachal 


Pradesh-Nag aland - Manipur - Mizoram- 
Tripura; 

(vi) Gujarat - Maharashtra - Goa, 
Daman &Diu-Dadra & Nagar Haveli; 

(vii) Andhra Pradesh - Karnataka 
Kerala-Tamil Nadu-Pondicharry; and 

(viii) Lakshadweep - Andaman & 
Nicobar islands. 

The distribution of males between 
villages and towns is uneven. Zone III 
accounts for 24.74 per cent of old males 
living in rural areas, zone VII for 23.84 
per cent and zone IV for 21.33 percent. 
In the case of old males living in towns, 
zone VII leads (28.45) and zone II comes 
second (19.69), closely followed by 
zone VI (19.40). To account for this 
unevenness, we have to examine factors 
like migration and age-specific death rates 
for the older population. At this stage 
and with the available data, all that can 
be said is that there does not exist any 


P. Sharma 

significant relationship between the two. 
If we take the distribution of old males 
(60 years and above) who are economically 
active, the proportions arc not the same 
as those of their total population in diffe¬ 
rent states and union territories. This 
suggests that the old men living in diffe¬ 
rent parts of the country are not econo¬ 
mically well off uniformly. This is true 
for old males in villages as well as in 
towns. Table I gives the distribution of 
old male population as well as old male 
workers in each state and union territory, 
both for villages and towns separately. 

Generally, persons who have crossed 
their sixtieth birthday are not expected to 
work manually to earn their livelihood. 
Superannuation benefits like pension and 
gratuity are available to only a limited 
number. Large groups like cultivators, 
agricultural labourers and those who had 
been engaged in pMy trades and profes¬ 
sions are not entitled to any such social 
security from the state. Hence they have 


Table I 

Male Work Participation Rate, 1971 and Distribution of OJd Male Population and Old Male Workers 


Zone India/State/Union Territory 


INDIA 

I Jammu & Kashmir 
Himachal Pradesh 

II Rajasthan 
Punjab 
Chandigarh 
Haryana 
Delhi 

ii "Uttar Pradesh 

Ma dhya Pradesh 
IV Orissa 

Bihar 

West Bengal 

Meghalaya 

Assam* 

Arunachal Pradesh 
Nagaland 
Manipur 
Tripura 

VI Gujarat 
Maharashtra 

Goa; Daman & Diu 
Dadra & Nagar Haveli 

VII Andhra Pradesh 
Karnataka 
Kerala 

Tamil Nadu 
Pondicherry 

VIII Lakshadweep 

Andaman & Nicobar Islands 

♦Including union tenritory of Mizoram. ©Entirely rural 


Work participation 


Percentage distribution of 


rate, 1971 (males) 


Rural 

Urban 

77.42 

55.36 

72.46 

53.51 

80.59 

61.71 

72.89 

55.58 

70.56 

57.91 

67.14 

41.20 

70.56 

57.22 

47.02 

50.00 

83.26 

65.84 

81.37 

60.45 

76.85 

60.28 

83.79 

65.01 

72.25 

45.48 

85.02 

52.54 

72.96 

56.80 

68.54 

68.14 

90.24 

72.00 

74.46 

58.25 

76.33 

47.12 

73.76 

51.30 

75.34 

52.66 

53.47 

46.66 

82.48 

® 

76.50 

57.37 

75.77 

55.03 

62.50 

46.48 

76.78 

15.79 

72.11 

43.69 

34.04 

© 

76.47 

55.43 


7*7 


Aged Population 

Rural 

Urban 

100.00 

100.00 

0.94 

0.71 

0.97 

0.23 

4.44 

4.24 

3.49 

3.80 

0.01 

0.16 

2.10 

1.95 

0.09 

3.04 

20.62 

13.73 

7.12 

5.% 

4.22 

1.50 

10.78 

4.95 

6.33 

10.35 

0.16 

0.10 

2.65 

1.08 

0.08 

neg. 

0.14 

0.01 

0.20 

0.15 

0.35 

0.18 

3.65 

6.15 

7.66 

13.06 

0.13 

0.19 

0.01 

© 

8.46 

7.03 

5.19 

6.47 

3.82 

3.37 

6.30 

11.35 

0.07 

0.23 

0.01 

(ft) 

0.01 

0.01 


Aged Workers 
Rural Urban 
7 ~T" 


100.00 

100.00 

0.89 

0,69 

1.01 

0.25 

4.18 

4.26 

3.18 

3.97 

0.01 

0.12 

1.91 

2.01 

0.07 

2.75 

22.17 

16.33 

7.49 

6.51 

4.19 

1.63 

11.66 

5.81 

5.91 

8.50 

0.18 

0.10 

2.50 

1.11 

0.07 

neg. 

0.16 

0.02 

0.20 

0.15 

0.35 

0.16 

3.48 

5.70 

7.45 

12.42 

0.09 

0.16 

0.01 

© 

8.36 

7.28 

5.08 

6.43 

3.08 

2.83 

6.25 

10.62 

0.06 

0.18 

neg. 


0.01 

0.01 

APRIL 16 

,1976 


EASTERN ECONOMIST 



either to depend on their children or con¬ 
tinue to work themselves to earn a liveli¬ 
hood. The economic situation in the 
villages is generally such that a majority 
of the population including children ana 
aged people, have to work either to earn 
their livelihood or supplement the family 
income. 

According to the 1971 census, work 
participation rate among rural old males 
(60 vears and above) was 77.42 per cent 
while in towns it was 55.36 per cent. 
Work participation rate in respect of old 
women living in villages was 11.31 per 
cent while for those in towns it was 6.42 
per cent. The dependency among females 
is naturally, higher than among males. 
It is higher among urban woman than 
among rural women, mainly because the 
latter Tend a hand in cultivation. Among 
males also, the dependency is a shade 
higher in towns as compared to villages. 

Thus wc sec that a significant difte- 
rence exists between the work participa¬ 
tion rates in respect of males as well as 
females living in villages and towns. The 
difference is significantly high in some of 
the states and union territories because 


in "villages, as in Nagaland, nine out of 
ten old males have to engage themselves 
in some economically productive activity. 
In towns, seven out of ten old males work. 
Tabic U shows a wide inter-zone variation 
but a remarkable intra-zone similarity. 
Work participetion rate among rural 
males in zones II and III, barring 
union territories which have comparati¬ 
vely small populations, are somewhat 
identical. 

We also find that all other zones 
have almost identical rates. Among 
village males, when we look at the intra¬ 
zone variations, we find that the rates 
among village males are quite close to 
each other. Take for instance zone II. 
Punjab and Haryana have an exactly 
equal work participation rate. Madhya 
Pradesh and Uttar Pradesh in zone III 
and Gujarat and Maharashtra in zone VI 
have almost identical work participation 
rates. In zone IV, as we go eastward, 
the rate has a tendency to decline. In 
zone VII also, all its constituents except 
Kerala have identical work porticipation 
rates. A similar pattern emerges in 
respect of males living in towns. As 
regards old rural women, their work 

Table II 

roportioo of Aged Males to Total In Rural Areas 


particlpatiomrate is exceptionally high in 
Nagaland (73.IS), followed by Meghalaya 
(44.97) and Arunachal Pradesh (42.25). 

The lowest rate is observed in zone II— 
Punjab (0.77) and Haryana (1.84). Zone 
V has reasonably high rates followed by 
zone VII. In the case of urban females, 
their work participation rate is quite low 
in zone II and significantly high in zone 
V. There is not much of an intra-zone 
variation except in zone V. Assam and 
Tripura have the lowest and almost iden¬ 
tical rates. Meghalaya, Manipur and 
Nagaland present an almost similar 
pattern. The highest among all the 
states and union territories is Arunachal 
Pradesh where five out of ten women 
living in towns are economically active. 
We have then to conclude that while 
there does exist an inter-zone variation in 
the work participation rates, there is not 
much of an intra-zonc variation. 

Another point brought out by Table I 
is that the work participation rate among 
males and female* living in villages is 
quite high when compared with their 
counterparts in towns. The high parti¬ 
cipation rate clearly suggests that our 


Zone India/State/Union Territory 

Total 

pop. 

Total 

wks. 





Industrial Activity 




I 

II 

HI 

IV 

V(a) 

V(b) 

VI 

VII 

vm 

IX 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 


INDIA 

6.26 

9.06 

11.32 

6.44 

5.27 

2.79 

9.25 

4.65 

4.77 

7.79 

2.78 

4.72 

I 

Jammu & Kashmir 

6.67 

8.99 

10.07 

6.77 

6.09 

3.00 

10.64 

3.55 

4.02 

9.29 

3.70 

2.73 


Himachal Pradesh 

8.39 

12.94 

16.12 

9.98 

4.43 

6.38 

16.04 

8.62 

2.61 

10.48 

4.22 

1.91 

1 

Rajasthan 

5.65 

7.68 

8.44 

4.96 

4.00 

2.35 

8.97 

6.37 

3.76 

9.54 

2.22 

3.75 


Punjab 

8.89 

11.67 

14.04 

9.13 

7.71 

7.88 

16.23 

6.60 

6*50 

12.79 

4.37 

5.42 


Chandigarh 

6.28 

7.23 

14.77 

10.55 

4.44 

0.00 

16.82 

5.30 

3 87 

8.28 

1.88 

2.93 


Haryana 

6.69 

9.94 

11.99 

8.16 

4.60 

3.86 

12.08 

4.02 

4.77 

11.13 

2.58 

3.96 


Delhi 

5.32 

7.62 

17.41 

9.96 

7.25 

2.36 

12.76 

3.72 

3.16 

8.15 

1.88 

1.84 

m 

Uttar Pradesh 

7.22 

11.35 

13.09 

8.15 

7.64 

3.60 

10.40 

5.90 

5.26 

10.56 

4.15 

5.07 


Madhya Pradesh 

5.63 

8.29 

9.77 

5.32 

4.73 

1.70 

8.07 

5.12 

3.33 

8.25 

2.11 

4.90 

IV 

Orissa 

5.92 

8.15 

10.59 

4.93 

4.41 

1.42 

8.32 

3.77 

3.15 

7.56 

2.70 

3.81 


Bihar 

5.90 

9.38 

11.94 

7.04 

3.32 

2 03 

8.69 

4.32 

5.13 

7.98 

3.12 

4.43 


West Bengal 

5.19 

7.74 

10.86 

5.25 

5.60 

1.65 

6.58 

3.87 

4.12 

6.15 

2.66 

5.32 

V 

Meghalaya 

5.19 

8.16 

9.25 

5.62 

7.08 

4.69 

8.58 

6.82 

3.69 

7.43 

3.01 

3.07 


Assam* 

5.24 

7.85 

9.47 

5.75 

4.78 

2.20 

8.46 

4.33 

3.07 

6.54 

2.04 

3.18 


Arunachal Pradesh 

4.57 

4.99 

6.50 

4.70 

14.46 

0.00 

7.18 

5.00 

0.51 

3.41 

0.00 

0.96 


Nagaland 

7.94 

13.39 

16.93 

8.88 

2.45 

4.41 

6.52 

1.91 

2.18 

2.36 

0.29 

1.48 


Manipur 

6.13 

9.83 

11.59, 

8.49 

7.88 

0.00 

9.61 

5.50 

6.14 

9.01 

2.47 

2.83 


Tripura 

6.99 

10.60 

12.95 

7.85 

6.98 

0.00 

12.04 

6.32 

4.It 

8.21 

2.52 

4.56 

VI 

Gujarat 

5.23 

7.30 

9.08 

4.54 

6.18 

2.91 

7.66 

2.50 

3.58 

6.40 

1.51 

4.59 


Maharashtra 

6.17 

8.84 

11.65 

6.30 

4.98 

4.14 

8.98 

3.47 

4.51 

6.80 

2.00 

3.23 


Goa. Daman & Diu 

6.04 

6.94 

12.20 

5.68 

7.79 

1.46 

7.84 

2.62 

3.16 

6.33 

2,39 

3.71 


Dadra & Nagar Haveli 

3.74 

5.56 

6.80 

2.54 

1.86 

0.00 

8.08 

1.30 

0.64 

4.37 

2.04 

1.40 

VII 

Andhra Prudcsh 

6.74 

8.56 

10.55 

6.72 

5.44 

5.51 

9.95 

6.70 

6.05 

8.56 

3.40 

7.43 


Karnataka 

6.50 

8.73 

11.10 

5.92 

5.22 

3.73 

8.73 

5.47 

4.74 

7.14 

2.76 

5.27 


Kerala 

6.08 

8.39 

17.25 

6.27 

5.62 

5.91 

8.86 

4,30 

5.38 

5.34 

2.30 

4.13 


Tamil Nadu 

6.15 

8.07 

10.73 

6.01 

5.63 

3.71 

7.64 

4.01 

5.73 

6,55 

2.58 

5.59 


Pondicherry 

6,71 

9.36 

16.43 

8.50 

10.11 

1.87 

11,36 

5.41 

6.03 

7.77 

3.84 

4.83 

VIII 

Lakshadweep 

5.26 

4.66 

0.00 

0.00 

6.81 

0.00 

6.23 

7.60 

1.54 

4.00 

1.51 

2.38 


Andaman & Nicobar Islands 

2.88 

3.62 

12.07 

3.40 

2.72 

3.05 

5.23 

0.68 

0.29 

2.26 

1.12 

0.58 


+Includiag union territory of Mizoram 
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productive population is not burdened 
with any heavy ‘non-productive* element 
in our society. The old age group tries 
(o remain economically active and not be 
a burden on the younger generation. 
Can it be that our social system encou¬ 
rages these old people to work as long as 
possible? In the following paragraphs, 
an attempt has been made to measure 
the impact of old males on the total 
population, labour force and different in¬ 
dustrial activities. 

The size of our aged population in 
rural areas of each state and union ter¬ 
ritory is revealed by column 3 of Table 
II. It varies between 2.88 in the Anda¬ 
man & Nicobar islands and 8.89 in 
Punjab. This variation is perhaps not 
due to differences in longevity. Migra¬ 
tion plays an important role in disturbing 
the balance in the different states ana 
union territories. In zone V, though 
Nagaland had the second highest propor¬ 
tion (7.94) of aged males and Uttar 
Pradesh occupied the third position (7.22), 
all the southern states have reasonably 
high proportions. Though a little less 
than zone VII, two of the three constitu¬ 
ents of zone IV too have almost equal 


proportions. Otherwise in other zones 
the ratios very considerably. 

This is the position when we look at 
the percentage of aged males to total 
males in each state and union territory. 
But when we look at the proportion of 
aged male workers to total male workers, 
all other states and union territories 
have higher proportions when compared 
to their respective proportions of aged 
male population. These old males are 
thus contributing more to the economy 
as compared to other ages. 

Nagaland's contribution 

Nagaland occupied the first position. 
Its contribution towards the aged male 
population was 7.94 per cent and to aged 
male workers was 13.39 per cent, the 
highest in the country. Though Punjab 
returned the highest percentage of old 
age groups to total population, it came 
third in respect of old male workers. The 
second position is occupied by Himachal 
Pradesh. Uttar Pradesh presents a 
similar picture with aged males forming 
7.22 per cent of its total population and 
providing 11.35 per cent of its labour 


force. Other states and union territories 
also have higher proportion of old male 
workers as compared to their respective 
shares of old male population, the mini¬ 
mum difference being noticed in Aruna- 
chal Pradesh. 

It is natural that in a predominantly 
agricultural economy, the highest contri¬ 
bution of old males should be in the 
sphere of cultivation. In Delhi, 17.41 
per cent of male cultivators are from 
aged males. In Kerala 17.25 per cent of 
male cultivators are more than 60 years 
of age. In other states, like Haryana, 
Maharashtra, Orissa, Bihar and West 
Bangal, at least one out of ten male cul¬ 
tivators is an aged worker. Arunachal 
Pradesh has the least proportion (6.50) of 
such old male workers, but even that 
proportion is high when compared with 
the proportion of total population as 
well as total workers. There is not one 
state or union territory where the pro¬ 
portion of aged male workers is less 
than their proportion of the total popu¬ 
lation of that state or union territory. 

If we take the category of agricultural 
labourers, in Rajasthan, Madhya Pradesh, 


Table III 

Proportion of Aged Males to Total in Urban Areas 


Zone India/Slate/Union Territory 

Total 

Total 





Industrial activity 





■ i 

jji| 



pop. 

wks. 

l 

II 

iu 

IV 

V(a) 

V(b) 

VI 

vn 

vni 

IX 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

j'i 

if 


TNDIA 

4.73 

5.37 

14.71 

7.82 

6.39 

2.23 

7.97 

3.43 

5.02 

7.00 

2.86 

4.45 

I 

Jammu & Kashmir 

4.30 

4.88 

11.26 

6.70 

4.31 

1.87 

5.31 

4.37 

3.57 

7.86 

3.32 

2.54 

J!n 


Hi nuchal Pradesh 

4.51 

5.10 

19.80 

15.58 

3.53 

3.03 

11.22 

5.96 

1.63 

9.58 

2.63 

2.68 

ji 

II 

Rajasthan 

Punjab 

4.87 

6.00 

12.19 

7.75 

7.98 

5.47 

8.70 

4.62 

5.39 

8.14 

2.19 

3.79 



6.09 

7.07 

14.57 

9.77 

8.14 

18.18 

11.08 

5.00 

5.98 

9.69 

3.73 

4.91 



Chandigarh 

3.41 

2.63 

18.92 

13.67 

3.79 

0.00 

4.76 

2.48 

3.72 

5.07 

1.69 

1.64 

$ 


Haryana 

5.65 

7.00 

16.00 

10.58 

9.01 

6.29 

10.69 

4.32 

6.53 

10.00 

2.75 

4.60 


Delhi 

4.J7 

4.07 

16.96 

9.74 

6.83 

5.32 

6.32 

3.25 

3.78 

7.29 

2.16 

2.69 


III 

Uttar Podesh 

5.61 

7.72 

15.49 

9.64 

11.11 

5.66 

9.26 

5.71 

8.36 

10.73 

5.31 

5.51 



Madhya Pradesh 

4.56 

5.97 

15.24 

7.70 

6.80 

1.51 

8.27 

4.47 

5.49 

8.46 

2.80 

3.95 

>• 

IV 

Orissa 

4.17 

4.96 

14.49 

6.69 

4.31 

1.56 

8,46 

2.58 

3.89 

6.10 

2.25 

3.33 



Bihar 

4.41 

6.04 

14.21 

8.14 

6.14 

2.21 

8.28 

3.41 

4.94 

7.90 

2.67 

4.77 

r 


West Bengal 

4.59 

4.19 

13.35 

6.36 

5.62 

3.08 

5.77 

2.83 

4.43 

5.80 

2.27 

4.49 

/•I 

V 

Meghalaya 

3.60 

3.89 

15.78 

5.12 

4.84 

0.00 

5.83 

4.42 

4.50 

6.33 

2.89 

2.51 

’r , 
r ; { 


Assam* 

3.96 

4.48 • 

12.03 

8.61 

5.23 

0.49 

0.68 

3.76 

0.28 

6.10 

1.45 

3.33 



Arunachal Pradesh 

0.95 

0.92 

4.98 

7.63 

0.00 

0.00 

5.22 

3.23 

2.00 

2,22 

0.00 

0.36 



Nagaland 

1.15 

1.18 

9.13 

2.01 

3.20 

0.00 

2.35 

2.77 

2.18 

2.23 

1.06 

0.54 



Manipur 

Tripura 

5.63 

8.62 

14.87 

14.85 

2.85 

0.00 

11.98 

8.10 

6.42 

9.36 

3.45 

4.48 

r 


6. Q 5 

6.82 

17.54 

10.95 

5.21 

0.00 

10.30 

6.44 

7.22 

8.75 

2.19 

4.61 

s*. 

y 

VI 

Gujarat 

4 32 

4.68 

12.05 

5.86 

6.37 

1.85 

7.67 

3.11 

3.96 

6.37 

1.73 

4.14 

& 


Maharashtra 

4.20 

4.34 

17.09 

8.51 

5.61 

4.22 

8.54 

2.48 

4.20 

5.61 

2.36 

3.39 



Goa. Daman & Diu 

Dadra &Nagar Havel i 

4.46 

4.07 

18.15 

7.46 

7.67 

2.72 10.11 

rntirely rural 

3.57 

3.76 

5.21 

1.30 

2.39 

r 

t 

vn 

Andhra Pradesh 

4.53 

5.21 

14.09 

TsT 

6.77 

1.94 

7.59 

3.50 

4.72 

5.98 

2.59 

3.85 

f-| 


Karnataka 

4.83 

5.51 

13.47 

7.22 

6.14 

2.24 

7.54 

3.36 

5.54 

6.25 

3.38 

3.73 


Kerala 

5.40 

5.77 

23.70 

7.38 

7.38 

6.97 

8.44 

3.82 

5.68 

5.99 

2.62 

3.86 



Tamil Nadu 

4.94 

5.08 

15.35 

7.36 

5 39 

1.20 

6.73 

3.J3 

5.48 

5.64 

2.96 

3.92 

jv 

via 

Pondicherry 

Lakshadweep 

6.32 

6.25 

19.45 

10.58 

9! 72 

0.65 12.54 

Fntircly rural 

4.17 

5.68 

7.17 

3.88 

4.45 

■■V 

f; 


Andaman & Nicobar Islands 

1.64 

1.37 

15.94 

~ 2.78 

1.68 

0.00 

1.67 

1.36 

0.96 

2.81 

1.28 

0.80 

j; 


^Including union territory of Mizoram. 
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Orissa, Gujarat, Kerala and Tamil Nadu, 
the proportion of aged males in that 
category is less than that of their propor¬ 
tion in the total population. Otherwise, 
in all other states their proportions are 
higher. The highest was in Chandigarh, 
followed by Himachal Pradesh and Delhi. 
In respect of manual labour employed in 
the organised sector of manufacturing, 
the proportion often exceeds that met 
with in cultivation. This trend is obser¬ 
ved in states and union territories falling 
in zone II, Chandigarh being the leader, 
closely followed by Punjab and Himachal 
Pradesh. The southern states also have 
higher proportions of old males engaged 
in the organised sector. 

.Construction labour 

Construction involves a lot of manual 
labour. In this group, there are at least 
eight units where one or more out of 20 
male workers engaged in construction 
are above 60 years of age. Half of these 
are in zone VII, representing the southern 
states. But the highest proportion was 
in Punjab. Other states in zone II did 
not record such a high proportion. The 
lowest proportions among all the states 
and union territories were in Arunachal 
Pradesh (0.51) and Dadra ft Nagar 
Haveli (0.64). ‘Trade and commerce’ 
which requires relatively less manual 
labour also has high proportions, but 
not as high as one would expect of this 
sector. Zones I and II are on top when 
compared with other zones. Zone III 
also has a reasonably high proportion. 
There does not exist a similar pattern 
among the constituents of zone V. 
Otherwise there is not much of an intra¬ 
zone variation. 

To sum up the rural scene, old males 
are even today required to do much 
manual labour in our villages. Out of 
the entire labour force in the villages, 
9.06 per cent arc aged males, almost 50 
per cent higher than their proportion to 
total population (6.26). 

Let us turn to urban areas now. Two 
union territories, Dadra & Nagar Haveli 
and Lakshadweep, arc entirely rural. 
They will not be discussed in this section. 
Column 3 of Table III, compared with 
column 3 of Tabic II, shows that the 
proportion of old males is in no case 
higher in towns than in villages. This is 
perhaps not because of higher mortality 
of old men in towns, but rather became 
of migration. In Nagaland and Aruna¬ 
chal Pradesh there is a wide gap between 
the proportions of towns and villages; in 
other states and union territories, the gap 
is not so wide. In the case of old male 
workers, the ratio is never higher in 
town than in villages. The gap may not 


often be much, but it is quite significant. 
In Nagaland, the gap is quite big and in 
the case of its contiguous state, Manipur, 
where the proportion of old male workers 
is the highest, the gap is the least. The 
most populous state, Uttar Pradesh, had 
the. second highest proportion (7.72). 
Punjab and Haryana have reasonably 
high ratios of old male workers in urban 
areas. There does not, however, exist 
much intra-zone variation in zones VI 
and VII. Zone V presents quite a diver¬ 
sified picture, as the units with the hig¬ 
hest and lowest proportions fall in this 
zone. 

As in our villages, so in our towns the 
proportion of old men is significantly 
high in the labour force employed in 
cultivation. In Kerala, where the pro¬ 
portion is the highest, every fourth culti¬ 
vator has crossed his sixtieth birthday. 
In Himachal Pradesh, every fifth culti¬ 
vator is an old male. The same is the 
case with Pondicherry. In the bigger 
states, the ratio of aged males is modera¬ 
tely high, varying between 12 and 18 per 
cent. The contribution of old males 
towards agricultural labourers is highest 
in the case of Himachal Pradesh (15.58), 
followed by Manipur (14.85), Chandigarh 
(13.67) and a little lower in the cases of 
Tripura (10.95), Haryana and Pondicherry 
(10.58). The state where the proportion 
is lowest in Nagaland. If one runs one’s 
eyes down the remaining columns of 
Table III, one can see that generally the 
proportions in respect of old males in 
towns are similar to those of old males 
in villages, though higher in both the 
cases than what one would expect. One 
has to conclude that these old males are 
not entirely dependent on others and try 
to earn their livelihood, even when this 
means hard manual work. 

disfribution by activity 

We may now look at the distribution 
of economically active old men by diffe¬ 
rent activities. This may bring out more 
forcefully the point at issue — how much 
these people have to exert themselves 
physically at their age. Tables IV and V 
give the distribution of aged male workers 
living in villages and towns of each state 
and union territory. Table IV shows that 
old workers in rural areas were predomi¬ 
nantly employed in fields, maybe their 
own fields or as agricultural labourers. 
Among cultivators their ratio was (69.94) 
per cent and among agricultural labou¬ 
rers, 17.92. This means that more than 
87 per cent of the rural old male workers 
were employed in agricultural pursuits. 
Tn urban areas, as one would expect, the 
majority of males (27.96 per cent) was 
engaged in trade and commerce, followed 
by manufacturing (21.87) inclusive of 


household industry. At the time of the 
1971 census 47,129 old males in villages 
and 51,329 in towns were employed in 
'construction*. Agricultural labourers have 
to work hard, but the working conditions 
of the construction workers are worse. It 
is a pity that even after 27 years of inde¬ 
pendence men aged 60 or more have to 
carry loads on their heads in order to 
have a meal in the evening. 

broad sectors 

Table IV gives the percentage distri¬ 
bution of workers over ten broad sectors 
of industrial activities. Column 4 of the 
table shows that in all the states and 
union territories the majority of the aged 
male workers is engaged in cultivation. 
In Nagaland, 96 out of 100 aged male 
workers were cultivators. The lowest 
ratio (35.96) was in the union territory 
of Pondicherry. Uttar Pradesh (77.59) 
and Madhya Pradesh (76.87) have almost 
identical ratios. The components of zone 
I also have identical ratios. The com¬ 
ponents of zone VII have almost the 
lowest ratios of cultivators. Invariably 
agricultural labourers occupy the second 
position in almost all the states and 
union territories. Pondicherry which had 
the lowest percentage of cultivators has 
the highest number of agricultural 
labourers (35.79). If we take cultivators 
and agricultural labourers together, we 
find that Pondichery joins other states 
and union territories. 

Coming to 'other industries’ we find 
that manufacturing (organised as well as 
household industry) accounts for a subs¬ 
tantial number. In almost all stutes and 
union territories a higher proportion of 
its old age male workers was engaged at 
household industry. This is quite under¬ 
standable but the employment of old 
people in organised manufacturing is a 
matter of concern. The southern states 
employ more old people in the organised 
sector. Surprisingly, in zone II, Punjab 
and Haryana have significantly lower 
ratios of workers employed in manufac¬ 
turing, the two union territories of 
Chandigarh and Delhi have the highest 
ratio. Arunachal Pradesh (zone V) has 
the lowest ratio. 

In the construction sector, zones HI 
and IV employ the minimum number. 
The ratio is a little higher in zone n 
and stili higher in zone VII. Chandi¬ 
garh employs the maximum proportion 
(3.45) in this sector. It is followed by 
Lakshadweep. The southern states have 
an appreciable proportion—Kerala 
(1.31), Andhra Pradesh (0.85), Tamil 
Nadu (0.78) and Karnataka (0.68). The 
proportion is lowest in Arunachal Pra¬ 
desh (0.01), preceded by Orissa (0.15), 
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Uttar (0.17)* Uttar Pradesh (0.19) and 
Madhya pradosh (0.21). The ratios are 
not alarming: but when we see the 
absolute number, the total old males 
employed in this sector are 98,458, of 
whom half are in villages. 

One can reasonably expect old people 
to run small shops or grocery stores in 
villages as it will not entail physical 
strain. Zone II leads in this sphere. 
Zone Vn closely follows. Zones III 
and IV have an almost identical story to 
tell. The ratio is highest in Chandigarh 
(6.73) followed by Pondicherry (5.80) and 
Goa, Daman & Diu (5.79). Among 
states, the proportion is highest in Kerala 
(5.93). Punjab (3.59), Haryana (3.34), 
Andhra Pradesh (3.50) and Tamil Nadu 
(3.17) are very close to each other. The 
lowest ratio is seen in the east, Arunachal 
Pradesh (0.36) and Nagaland (0.23). 
There seems to be uniformity when we 
look at the ratios within the zones, 
suggesting that the economic and social 
conditions coupled with the geographical 
conditions lead to a uniform pattern. 

Another sector which requires con¬ 
siderable amount of manual labour 
covers transport, storage and communi¬ 
cation. Transport covrrs road, rail, 
water and air. Railway transport and 
communications (which includes postal, 
telegraphic and telephone) are under the 
control of the state, hence employment 
of persons above the age of 60 can be 
ruled out in this part of the sector. The 
remaining part definitely requires hard 
manual labour. Zone III comes off best, 
as the proportion in Madhya Pradesh is 
only 0.11. In Uttar Pradesh it is slightly 
higher. 

inland navigation 

In zone IV, Bihar and Orissa have 
0.29 and 0.23 per cent respectively, but 
West Bengal has 0.50, perhaps because 
of inland navigation involving trans¬ 
portation by boats, etc. Similar ratios 
have been observed in all the southern 
states coming under zone VII—Kerala 
(0.59), Pondicherry (0.59) f Andhra 
Pradesh (0.40), Tamil Nadu (0.35) and 
Karnataka (0.25). The reason for a 
higher ratio in West Bengal perhaps 
holds good in the case of Kerala too. 
Arunachal Pradesh, because of its loca¬ 
tion, has not even a single old 
male engaged in this sector. The 
highest proportion of old males engaged 
in tjhis sector is in Goa, Daman & Diu 
(2.52), followed by Lakshadweep (2.43). 
Then there is a big fall and the union 
territory of Delhi occupies the third 
position (L.81), followed by Chandigarh 
(1.15). All other states and union terri¬ 


tories have less than one per cent of 
their old males employed in this sector. 

The sector which covers all the resi¬ 
duary activities has been labelled 'other 
services*. It includes educational, 
health, community and personnel services. 
At. times, these services can be said to be 
equal to trade and commerce as for as 
manual labour is concerned, but at times 
it may be otherwise. Zone VII (southern 
states), has the highest ratio, Kerala 
being the leader (5.23). Zone III, covering 
Uttar Pradesh and Madhya Pradesh, has 
a. reasonably lower proportion being 
2.39 and 2.19 per cent respectively. The 
highest ratio was, however, observed in 
Chandigarh (14.12), followed by Laksha¬ 
dweep (12.85). The lowest ratio has 
been observed in the case of Dadra ft 
Nagar Haveli (1.23), preceded by 
Himachal Pradesh (1.65) and Bihar 
(1.76). Nagaland (1.87) and Andaman 
ft Nicobar islands (1.88) have almost 
equal ratios. Thus we see that this 
residuary category also has a reasonable 
number of old working males. 

different position 

The position of urban males is natu¬ 
rally different from that of rural males 
and the sector of employment which 
attracts the maximum number of old 
males is trade and commerce. In almost 
all the states and union territories, ex¬ 
cept Manipur and Arunachal Pradesh, 
both constituents of zone V, this is the 
sector which attracts the maximum 
number, because this sector perhaps 
does not involve much of maneual labour. 
Zones II seems to be in a better position 
where all its constituents had signifi¬ 
cantly higher ratios. Zone V presents 
a diversified picture and the units having 
lowest ratios are located in it. Other 
zones have percentages of such persons 
varying between 20 and 30. 

When one looks at the intra-zone 
picture, oiie finds that except zone V, the 
constituents of all other zones have 
identical ratios. Delhi had the maxi¬ 
mum percentage (40.31) of old male 
workers in this sector, then comes 
Haryana (36.96) and Punjab (35.61). 
In zone III, there is not much difference 
in the ratios of Uttar Pradesh (28.97) 
and Madhya Pradesh (25.91). In zone 

IV, starting from Orissa (23.45), as wc 
go eastward the ratio increases. Bihar 
has 25.19 per cent of its old male workers 
employed in this sector and West 
Bengal has 30.89 per cent. In zone 

V, we find that while on the one hand 
Assam occupied the second position in 
the country, on the other hand Manipur 
(17.00) had the lowest ratio in the 


country. So zone V can be categorised 
as heterogeneous. In zone VI, Gujarat 
and Maharashtra have nearly identical 
ratios—28.87 and 27.26 per cent. Simi¬ 
lar is the case of southern states, which 
come under zone VII. In almost all the 
states, around 25 per cent of its old 
male workers were employed in this 
sector. 

‘other services 9 j 

The sector which attracts the second i 
highest number of old males in urban j 
areas is sometimes ‘other services*, some- i 
times ‘household industry*; in some j 
cases cultivation attracts quite a signi- ! 
ficant number of old male workers. Let i 
us first take the case of such states where j 
even in towns the majority of its old : 
male workers arc engaged in cultivation. : 
Manipur had the highest percentage i 
(38,36). States like Orissa (23.95) and 
Bihar (20.18) too had reasonably high 
proportions. In southern states, the 
ratio of such old workers js never less 
than 15 per cent. Jammu Kashmir 
and Himachal Pradesh had almost the 
same percentage in this sector. Thus 
we see that even today there are old men 
living in towns who have to depend on 
cultivation. Not only that but we have 
quite a high percentage of old males 
who have to work as agricultural 
labourers, the highest ratio being in 
Arunachal Pradesh (18.18), followed by 
Bihar (12.62), Kerala (10.31) and Andhra 
Pradesh (10.26). Though a majority of 
old males in towns is engaged in trade 
and commerce, we cannot overlook the 
fact that in some of the states and union 
territories, they have to plough their 
fields and quite a significant number has 
to work on the fields of others to earn 
their livelihood. 

Another important sector which em¬ 
ploys a reasonably good number of old 
males Is household industry. Employ¬ 
ment of old males in this sector may not 
be taken as a negative index, because 
these old people can help their family 
members run a household industry in a 
number of ways, not necessarily involv¬ 
ing work of an arduous nature. The 
younger members generally attend to the 
more arduous part of the job and the 
old people are there to assist them in 
doing jobs while sitting at home. Zone 
VI leads in this sector and zone V is at 
the other end. Other zones present an 
almost similar picture. When we look 
at the intra-zone position, we find that, 
except zones II, IV and V, others have 
almost the same story to tell in respect 
of all their constituent units. In zone II, 
Delhi had the highest percentage (18.23) 
within the zone, followed by Punjab 
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(17.78). Haryana had a lower percen¬ 
tage (14.02) and Chandigarh (12.92) had 
the least. 

In zone IV. West Bengal had the 
highest ratio within the zone as well as 
amongst all the states and union terri¬ 
tories in the country. Orissa had the 
lowest ratio (7.55) within the zone. In 
zone V, the ratio is never higher than 
11 per cent. The unit which had the 
lowest ratio in the country, Arunachal 
Pradesh, is in this zone. Gujarat and 
Maharashtra, both in zone VI, have 
a significantly higher percentage (20.59 
and 18.73 respectively) in this sector. 
There is not much variation in the per¬ 
centage of household industry workers 
in southern states (zone VII). Though 
old male workers living in towns have a 
reasonably higher percentage of workers 
in trade and commerce, yet the sectors 


which inquired harder manual labour 
also had significant numbers employed 
in them. So the position of old male 
workers living in towns is not much 
better than that of their counterparts in 
villages. 

The problem in short is that in our 
country, out of 16.87 million old males 
who had crossed their sixtieth birthday 
in 1971, as many as 12.45 million had 
to work for their livelihood. Of the 
12.45 million males, as many as 7.85 
million were cultivators and 2.06 million 
were agricultural labourers. Do we not 
have an obligation towards the aged? 
Can we expect an old man to work in 
the fields or on a construction site for 
petty wages? No welfare state can 
allow such a situation to exist. An 
important point which we should not 
forget is that so far we have a very small 


proportion of aged population. This 
proportion is bound to increase and the 
problem it poses will become more 
serious. The population projection! 
given in table 22 of the country state¬ 
ment which was presented by the Indian 
delegation to the World Population 
conference held in August 1974 in 
Bucharest are as follows: 



0-14 

15-59 

60-f 

1971 

41.2 

53.5 

5.3 

1974 

40.5 

54.2 

5.3 

1979 

38.1 

56.3 

5.6 

1984 

34.6 

59.3 

6.1 

1986 

33.0 

60.7 

6.3 


This shows that India has an un¬ 
usually young population and a small 


Tabu IV 

Distribution of Rural Aged Male Workers by Industrial Activity, 1971 


Zone India/State/Union 

Taesf tnrV 

Total 

wks. 




Industrial Activity 





i erruory 

I 

II 

HI 

IV V(a) V(b) 

VI 

VII 

VIII 

IX 

1 2 

3 

4 

5 

6 

7 8 9 

10 

11 

12 

” 13 



INDIA 

100.00 

69.94 

17.92 

1.47 

0.13 

3.19 

1.27 

0.43 

2.39 

0.30 

2.96 

1 

J &K 

100.00 

85.29 

2.51 

2.12 

0.03 

3.80 

0.27 

0.79 

2.09 

0.66 

2.44 


Himachal Pradesh 

100.00 

85.80 

3.45 

1.09 

0.07 

4.04 

0.92 

0.85 

1.76 

0.37 

1.65 

It 

Rajasthan 

100,00 

82.55 

5.50 

1.44 

0.13 

3.49 

1.02 

0.37 

2.79 

0.22 

2.49 


Punjab 

100.00 

65.15 

19.43 

0.70 

0.01 

4,64 

1.79 

0.80 

3.50 

0.48 

3.44 


Chandigarh 

100.00 

46.14 

15.11 

0.66 

0.00 

2.95 

9.69 

3.45 

6.73 

1.15 

14.12 


Haryana 

100.00 

70.73 

15.07 

0.68 

0.08 

4.17 

1.36 

0.71 

3.34 

0.30 

3.56 


Delhi 

100.00 

58.17 

12.91 

1.19 

0.77 

4.37 

8.12 

1.36 

4.92 

1.81 

6.38 

111 

Uttar Pradesh 

100.00 

77.59 

13.78 

0.40 

0.01 

2.84 

0.82 

0.19 

1.78 

0.20 

0.39 


Madhya Pradesh 

100.00 

76.87 

14.10 

1.17 

0.08 

3.16 

0.58 

0.21 

1.53 

0.11 

2.19 

IV 

Orissa 

100.00 

73.66 

16.36 

1.13 

0.09 

3.08 

0.57 

0.15 

1.78 

0.23 

2.95 


Bihar 

100.00 

65.95 

26.93 

0.37 

0.17 

2.07 

0.64 

0.17 

1.65 

0.29 

1.76 


West Bengal 

100.00 

63.93 

22.56 

2.00 

0.26 

2.08 

1.88 

0.30 

2.52 

0.50 

3.97 

V 

Meghalya 

100.00 

83.35 

7.26 

2.85 

0.12 

1.01 

0.46 

0.31 

1.33 

0.28 

3.03 


Assam* 

100.00 

78.91 

8.00 

4.37 

0.07 

0.95 

0.88 

0.28 

2.94 

0.32 

3.28 


Arunachal Pradesh 

100.00 

91.70 

1.72 

0.47 

0.00 

0.56 

0.03 

0.01 

0.36 

0.00 

5.15 


Nagaland 

100.00 

96.11 

1.16 

0.11 

0.02 

0.12 

0.11 

0.25 

0.23 

0.02 

1.87 


Manipur 

100.00 

86.96 

3.16 

0.65 

0.00 

1.78 

0.66 

0.85 

1.44 

0.24 

4.26 


Tripura 

100.00 

73.51 

15.65 

1.08 

0.00 

1.52 

0.86 

0.22 

3.25 

0.25 

3.68 

VI 

Gujarat 

100.00 

73.38 

14.15 

2.06 

0.14 

3.19 

1.03 

0.31 

2.78 

6.26 

2.7C 


Maharashtra 

100.00 

68.36 

21.34 

1.19 

0.11 

3.28 

1.10 

0.54 

1.91 

0.19 

1.98 


Goa Daman & Diu 

100.00 

53.52 

10.78 

7.48 

1,71 

8.47 

2.05 

2.04 

5.79 

2.52 

5.64 


Dadra & Nagar Haveli 

100.00 

87.53 

6.23 

0.70 

0.00 

1.84 

0.62 

0.18 

1.49 

0.18 

1.23 

VII 

Andhra Pradesh 

100.00 

53.85 

25.05 

3.02 

0.29 

6.02 

1.95 

0.85 

3.50 

0.40 

5,07 


Karnataka 

100.00 

68.99 

17.09 

2.76 

0.17 

3.26 

1.44 

0.68 

2.27 

0.25 

3.09 


Kerala 

100.00 

51.51 

21.16 

5.20 

0.44 

3.53 

4.94 

1.31 

5,93 

0.95 

5.23 


Tamil Nadu 

100.00 

60.71 

23.04 

1.78 

0.18 

3.33 

2.31 

0.78 

3.17 

0.33 

4.37 


Pondicherry 

100.00 

35.96 

35.79 

6.84 

0.03 

1.55 

6.76 

1.81 

5.80 

0.59 

4/87 

VIII 

Lakshadweep 

100.00 

0.00 

0.00 

0.43 

0.00 

3.89 

1.46 

3.12 

3.82 

2.43 

12.85 


Andaman & Nicobar Islands 100.00 

62.91 

5.98 

0.16 

0.68 

5.81 

1.11 

1.88 

2.82 

0.77 

1.88 


'Including union territory of Mizoram 
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proportion of old people, which is typical 
of a developing nation. Though our 
population is far from reaching the phase 
of ageing, the seeds of the ageing process 
are already there. Today a substantial 
number of our aged people have to work 
in the primary sector, suggesting that 
they are forced to work and our pro¬ 
ductive population is not in position to 
take care of its aged population. 

What will be their fate after a decade 
or two, when their number will be much 
more? We have to be realistic and 
concede that wc are today not in a 
position to put through a comprehensive 
scheme of social security that can pro¬ 
vide old age pensions to all those who 
deserve it. Wc cannot provide full em¬ 
ployment even for the productive popu¬ 


lation. At the same time, it does not 
appear proper that the aged among us 
should be left to fend for themselves or 
rely completely on their descendants for 
their needs. 

The solution may lie in finding some 
arrangement which will not, on the one 
hand, force our aged population to 
back-breaking manual work and, on the 
other, provide for reasonably civilised 
conditions where they can engage in 
productive work suited to their physical 
capacity. Wchave to remove a blot 
on the fair name of India—«that it is 
sweating its old people till they drop 
down—and to evolve a pattern which 
will not undermine the sense of self¬ 
esteem of the aged. 

Regard for age and experience is an 


important part of our culture. Our aged 
must be made to feel that they are not 
treated as a burden on society after 
having served it for a life-time. They 
may be provided employment outside 
the traditional areas of cultivation and 
agricultural labour. Rural electrification 
will encourage small-scale industries that 
come between unorganised household 
industry and large-scale factories entail¬ 
ing migration to cities. These small- 
scale industries can be of a nature where 
the aged can be profitably employed. 
The hosiery industry of Punjab is a good 
example. Food processing, plastic 
goods of daily use, safety matches, 
powerlooms and some areas of the fast- 
growing industry of electronics may pro¬ 
vide an answer. 


Table V 

Distribution of Urban Aged Male Workers by Industrial Activity. 1971 


Zone 

India/Statc/Union 

Territory 

Total 

wks. 





Industrial Activity 





I 

II 

III 

IV 

V(a) 

V(b) 

VI 

VII 

VIII 

IX 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 


INDIA 

100.00 

14.27 

6.79 

1.95 

0.42 

6.51 

15.36 

3.34 

27.96 

5.74 

17.66 

I 

J &K 

100.00 

16.65 

2.83 

3.97 

0.15 

7.54 

12.32 

3.88 

28.85 

§.50 

15.31 


Himachal Pradesh 

100.00 

16.45 

3.30 

2.29 

0.03 

6.13 

11.40 

5.48 

31.41 

3.95 

19.56 

II 

Rajasthan 

100.00 

20.37 

3.65 

0.9K 

0.51 

9.13 

12.11 

4.02 

27,04 

3.79 

18.40 


Punjab 

100.00 

12.08 

6.41 

0.70 

0.01 

3.53 

17.78 

2.99 

35.61 

4.30 

16.59 


Chandigarh 

100.00 

6.00 

2.73 

0.64 

0.00 

0.80 

12.92 

6.97 

30.44 

2.95 

36.55 


Haryana 

100,00 

15.54 

5.44 

1.00 

neg. 

3.55 

14.02 

3.18 

36.96 

3.53 

16.78 


Delhi 

100.00 

2.04 

0.76 

1.42 

0.01 

3,52 

18.23 

5.0i 

40.31 

5.35 

23.35 

III 

Uttar Pradesh 

100.00 

11.16 

4.98 

1.19 

0.06 

8.55 

14.19 

2.66 

28.97 

7.48 

20.76 


Madhya Pradesh 

100.00 

16.97 

5.06 

2.21 

0.66 

8.31 

15.16 

3.07 

25.91 

4.46 

18.19 

IV 

Orissa 

100.00 

23.95 

8.08 

2.76 

0.56 

6.52 

7.55 

2.09 

23.45 

4.94 

20.10 


Bibar 

100.00 

20.18 

12.62 

1.22 

3.18 

6.45 

9.35 

2.79 

25.19 

4.16 

14.86 


West Bnga! 

100.00 

4.98 

4.46 

1.06 

0.15 

3.97 

22.97 

2.51 

30.89 

6.67 

22.62 

V 

Meghalaya 

100.00 

8.06 

2.53 

2.47 

0.00 

3.20 

10.86 

7.00 

26.18 

6.26 

33.44 


Assam* 

100.00 

13.95 

2.77 

2.18 

0.15 

4.86 

11.03 

2.56 

38.09 

5.11 

19.30 


Arunachal Pradesh 

100.00 

15.58 

18.18 

2.60 

0.00 

9.09 

1.30 

1.30 

19.48 

0.00 

32.47 


Nagaland 

100.00 

13.89 

1.39 

2.43 

0.00 

3.47 

10.76 

9.72 

22.92 

4.86 

30.56 


Manipur 

100.00 

38.36 

4.31 

0.34 

0.00 

9.70 

6.88 

4.31 

17.00 

2.78 

16.32 


Tripura 

100.00 

15.21 

6.98 

# 0.67 

0.00 

2.01 

8.48 

2.97 

31.97 

2.46 

29.25 

VI 

Gujarat 

100.00 

14.17 

4.27 

2.06 

0.24 

4.48 

20.59 

3.18 

28.87 

3.32 

18,82 


Maharashtra 

100.00 

13.60 

7.57 

2.12 

0.30 

5.70 

18.73 

3.22 

27.26 

6.65 

15.85 


Goa, Daman & Diu 

100.00 

11.30 

6.69 

7.37 

1.24 

8.53 

10.86 

6.37 

. 26.64 

6.17 

14.83 







Entirely 

rural. 
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vn 

Andhra Pd. 

100.00 

15.90 

10.26 

2.27 

0.52 

6.82 

11.58 

4.76 

25.40 

6.30 

16.19 


Karnataka 

100.00 

20.61 

8.68 

2.14 

0 39 

7.65 

12.94 

4.28 

23.37 

6.80 

13.14 


Kerala 

100.00 

18.97 

10.31 

7.65 

0.37 

4.09 

12.90 

2.78 

22.48 

5.30 

15.15 


Tamil Nadu 

100.00 

15.80 

9.21 

2.71 

0.06 

7.77 

14.83 

3.78 

25.47 

6.48 

13.88 


Pondicherry 

100.00 

11.04 

8.83 

8.61 

0.04 

4.83 

19.58 

4.47 

22.22 

3.56 

16.82 

vm 
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Andman & Nicobar Islands 100.00 

7.19 

0.65 

6.54 

0.00 

1.31 

10.46 

0.73 

26.14 

0.07 

20.91 
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‘Including union territory of Mizoram. 

Industrial Activity : I stands for cultivators; 11 for agricultural labourers; 111 for livestock, forestry, fishing, hunting and plantations, orchards 
and allied activities; IV for mining and quarrying; V for manufacturing, processing, servicing and repairs (a) household industry, (b) other than house¬ 
hold industry; VIfor construction; VII for trade and commerce; VIIITor transport, storage and communications; and IX for other services. 
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WINDOW ON THE WORLD 

Inside West Germany today 


i 

THE POLITICAL SCENE 

Domestic policies in West Germany 
took an unexpected turn in January 
when, aftet the routine retirement of the 
Social Democrat prime minister of one 
of the bigger states, Lower Saxony, the 
opposition Christian Democrats, to 
everybody’s surprise, polled enough votes 
to put in their own candidate, Herr 
Albrecht. They repeated the feat in a 
second round of voting, proving not only 
that at least three members of the Social/ 
Free Democrat coalition must have voted 
with the Christian Democrats in the 
secret ballot, but that their grievance was 
of more than local significance (in the 
second round the Social Democrats field* 
ed the federal Housing minister, Herr 
Ravens, as their condidate, hoping that 
a big name would sway the doubifuls). 
The Christian Democrats tried to win 
the Free Democrats (the junior partner 
in the Bonn coalition) for a coalition 
government of a different complexion in 
Lower Saxony but were refused, so will 
now try to run the state with a minority 
government—with the tacit understand¬ 
ing that the Free Democrats will not 
oppose them just for opposition's sake 
but only when matters of principle are 
involved. 

significant shift 

The significance of this shift is of 
national importance. In the West 
German parliament's upper house, the 
Bundesrat, made up of representatives of 
the states, the Christian Democrats had 
a majority of one, even before the latest 
events; but, since this was based rather 
precariously on a Christian Democrat 
minority government in the Saar, its 
usefulness for opposing the Social 
Democrat/Frec Democrat government 
was limited. The vote in Lower Saxony, 
however, has tilted the Bundesrat 
balance to 26:15 vote in the Christian 
Democrats' favour, a fact they now in¬ 
tend to exploit. Since the Bundesrat 
can not only stall, but block completely, 
any legislation of mijor importance that 
affects the states there is plenty of scops 
for action. Both government and oppo¬ 


sition are sharply aware that only a few 
months remain until the next federal 
elections (now fixed for October 3) The 
Social Democrat chancellor, Herr Helmut 
Schmidt, has admitted freely that the 
happenings in Lower Saxony have 
strengthened the other side, though 
he refuses to be unduly depressed. But 
the Christian Democrats’ morale has 
been hugely boosted. 

The first target for their new powers 
has been the treaties with Poland 
negotiated by the federal government last 
year, under which West Germany is to 
provide a lump sum ofDM 1,300 million 
to settle pension claims by Polish Nazi 
victims once and for all, as welt as a 
low-interest loan of DM 1,000 million in 
return for Polish permission to allow 
120,000 ethnic Germans still resident in 
Poland to emigrate to West Germany. The 
Christian Democrats argued that under 
the terms of the treaty the obligation on 
the Poles to let these people go is less 
binding than the West Germans’ obliga¬ 
tion to pay up, and that in any case there 
arc far more than 120,000 potential 
resettlers still in Poland. They claim 
285,000, so that new arrangements would 
have to be made for the remainder later. 
They also feared that the treaties would 
set a precedent which other eastern 
European countries might seek to copy 
at vast cost to West Germany. How¬ 
ever, at the last moment Poland was 
persuaded to strengthen its commitment 
to letting out further potential resettlers 
and on March 12 the Bundesrat voted 
unanimously for accepting the treaties. 

II 

SLOWLY ON THE UPTURN 

West Germany’s next upswing has now 
been confidently heralded for the best 
part of a year without actually materia¬ 
lising. At the beginning of last year 
most forecasters agreed that there would 
be small but positive growth in 1975: in 
the event the drop in real GNP turned 
out to be about 3.5 per cent. 

Grounds for optimism this year are 
somewhat more solid, but in February 
the Economics minister, Herr Hans 

"5 


Jossleyn Hennessy, London 

Friderichs, warned against exaggerated 
hopes for the next few years. 

The government is adamant that 
higher investment is the key to future 
prosperity (last year investment in real 
terms dropped by 6 per cent) and that 
the only way to achieve this is to 
improve company profits, which have 
taken a bad knock. There were clashes 
about this in the end-February session 
of the “concerted action” (the periodic 
meeting of government, employers and 
unions), with government arguing the 
case for higher profits while the unions 
maintained that higher profits provided 
no guarantee for more investment. 

turning point 

The economic turning point, forecast 
for the summer of 1975, did arrive at 
the predicted time but was preceded by 
a recession far deeper than expected, 
so it started from a low level. In the 
first half of 1975 GNP actually shrank 
by five per cent on a year earlier; by the 
second half the year-on-year less was 
down to 2.2 per cent. Industrial pro¬ 
duction fell by 8.5 per cent between 
January and October, though the rate of 
decline gradually levelled out as the year 
wore on. The worse setbacks were in 
steel and chemicals. The only sector to 
manage any growth at all was the motor 
vehicle industry, which had hit bottom 
in 1974, ahead of everyone else. 

Over the last two years the govern¬ 
ment has made fairly massive efforts to 
stimulate the economy. The Bonn Eco¬ 
nomics ministry recently worked out 
that over this period nearly DM 35,000 
million have been spent on support 
measures, of which DM 16,700 million 
went on four programmes specially 
designed to overcome the recession. 
Other observers put the figure even 
higher. The total, catalogue now looks 
something like this: 

DM 18,000 million in lower taxation 
in 1975 because of a tax and children’s 
allowance reform. Admittedly this had 
been planned some yeats before anyone 
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realised that there would be a reces¬ 
sion, 

DM 6,700 million in investment pre¬ 
miums (7.5 percent of the total value of 
the equipment if ordered before end- 
June last year). Most of this, however, 
is not due to be paid out until 1976-79. 

DM 10,000 million in special econo¬ 
mic programmes during 1974-75 (e.g. on 
job creation and preservation, special 
measures for the building industry etc.) 

DM 7,000 million in a reduction of 
special deposits of federal and state 
governments. 

DM 8,000 million in open market 
operations by the Bundesbank. 

DM 8,000 million in cuts in minimum 
reserve requirements (during June to 
August, 1975) 

DM 15,000 million shortfall in tax 
revenue last year against estimate of 
November, 1974, because of less buoyant 
economic conditions than expected. 

downward trend 

After a succession of cuts in the dis¬ 
count rate from seven per cent between 
October, 1974 and September, 1975, the 
downward trend seems to have come to 
a halt for the time being. But at the end 
of February the Bundesbank’s President, 
Herr Karl Klasen, said that the trend in 
interest rate was still downwads. Al¬ 
though the bank saw no need for an 
immediate further cut, it did not exclude 
such a possibility in the foreseeable 
future. The finance minister, Herr Hans 
Apel, stressed that there was agreement 
between the government and the bank in 
their assessment of the monetary situa¬ 
tion. Some observers had suggested 
that a discount rate cut to three per cent 
would have made it easier for the West 
German authorities to ward off specula¬ 
tive money from abroad (and there by 
keep the franc in the “snake”) but the 
Bundesbank’s Vice-President, Herr Olmar 
Emminger, said that to achieve that the 
cut would have had to be much larger. 

On December 18, 1975, the Bundes¬ 
bank annouced its target for ihe growth 
of central bank money in 1976. The eight 
per cent increase envisaged at first sight 
looks identical to that for 1975, but in fact 
the new target is lower, because the 1976 
figure refers to the average increase in 
that year whereas the eight per cent in 
1975 referred to the growth in the course 
of the year. The average growth during 
1975, by contrast, was about 10 per cent. 
If the target is to be achieved the 


growth rate will have to slow from its 
recent relatively high levels as the year 
wears on. 

The eight per cent target represents a 
middle way between an over-restrictive 
monetary policy, which could stifle the 
upswing before it got under wey, and an 
excessively generous one which would 
give a new impetus to inflation. The 
Bundesbank maintains that the target 
leaves a margin of no more than four 
per cent for inflation. Most authorities 
agree that the bank’s declared policy will 
probably achieve what it has set out 
to do. 

liquidity problems 

The government has been under pres¬ 
sure recently, both from the opposition 
and from its junior coalition partner, the 
Free Democrats, to provide tax relief to 
help companies suffering from liquidity 
problems because of adverse business 
conditions. At the end of January it 
formally decided to allow a limited form 
of loss carryback to give relief particularly 
to small and medium-sized companies. 
Under the new proposals companies 
which have made a loss in 1975 but a 
profit in 1974 (a situation in which many 
of them find themselves) will be able to 
carry back that loss to 1974 and claim 
tax relief accordingly. The first year 
for which a loss can be carried back is 
1975. 

The opposition had originally 
pressed for a two-year carry back pro¬ 
vision, but this was turned down because 
to re-open tax files that far back would 
have created administrative problems. 
The ceiling on losses that can be carried 
back is DM five million, chosen partly to 
help small and medium-sized companies 
most and partly because a larger sum 
would have meant too large a loss in tax 
revenue. As the proposals stand, the 
federal government and the states reckon 
a reduction of DM 300-400 million. 
Losses in excess of DM 5 million can 
still be carried forward for the next five 
years (under an older set of rules) and 
offset against any profit obtained during 
that period. What makes the new 
proposals so attractive, compared with 
this older provision, is the prospect of 
a near-immediate cash injection. 

Beyond this concession, though the 
government now seems determined to 
halt any more stimulation (the one excep¬ 
tion being the emergency programme of 
DM 300 million to combat youth unem¬ 
ployment agreed on in January). It 
reckons that the upswing is now de¬ 
finitely on its way and further reflationary 


measures could only make the fight 
against inflation more difficult later. 

Ill 

NO PROBLEMS IN FINANCING 

One good reason for no further refla¬ 
tionary measures is the huge public 
sector deficit. This year’s forecast defi¬ 
cit, at DM 68,000 million, will still be of 
roughly the same order as last year’s but 
the government now acknowledges that 
to run this down too suddenly would 
have a disastrous effect on the incipient 
recovery. So despite a savings program¬ 
me passed in December, aiming for total 
public spending cuts of DM 6,000 million, 
there is no suggestion that the deficit 
will be reduced in a hurry. Concern had 
been expressed earlier that if the public 
sector pre-empted most of the available 
finance, private industry, as well as con¬ 
sumers, would find it more difficult to 
raise money to get the upswing started in 
the next year or so. These fears have 
now receded. 

The federal purse is looking healthier 
than expected, both because spending 
in 1975 was DM 5,200 million lower 
than first estimates (some say the 
Finance ministry simply got its forecast 
wrong) and because tax revenues were 
higher and efforts to borrow in the mar¬ 
ket more successful than predicted. At 
the end of 1975 the Finance ministry had 
DM 9,300 million in the kitty, leaving 
the need for net borrowing this year at 
DM 30,000 million, not an unmanageable 
figure. 

One source of worry, however, is the 
federal fund out of which state pensions 
are paid. Pensions are upgraded annu¬ 
ally on the basis of average earnings over 
the last three years. It now looks as 
though the federal government will have 
to boost the fund’s liquidity by some¬ 
thing like DM 5,000 million this year, 
if these increases are to be implemented. 
In future, starting next year, the choice 
will be between (a) raising contributions 
by a substantial margin, (b) moderating 
the annual increment, or (c) contributing 
a great deal more from the public purse. 

The West Germans reacted calmly to 
unemployment well above the million 
mark during the winter months. Even 
the optimists who predict that the eco¬ 
nomy is about to take off are not sugges¬ 
ting that this will result in an early drop 
in the jobless. Late last year, the presi¬ 
dent of the Federal Labour Office, narr 
Josef Stingl, gloomily forecast that un¬ 
employment in the winter of 1975-76 could 
easily go up to 1.5 mn if the weather was 
b^d enough. When the December figure 
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came out at only 1.2 mn he sounded a 
more hopeful note, but in January the 
total crept back to 1.35 mn and Herr 
Stingl acknowledged that the sort of un¬ 
employment rates Germany used to have 
until recently around 0.7 per cent of the 
labour force — probably belonged to the 
past. 

The February unemployment total, 
as just under 1.35 mn, a marginal reduc¬ 
tion on the January figure, was seen 
as a mildly encouraging sign particularly 
since the number of workers on short 
time dropped by a quarter of a million to 
493,000 a trend expected to continue over 
the next few months. Vacancies, too, at 
208,500 al the end of February were 
slightly up on the previous year, though 
still weli down on 1973. The overall 
uncmploym:nt rate remained at 5.9 per 
cent but in small local pockets in the 
less prosperous areas of Lower Saxony 
and northern Bavaria it is above 20 per 
cent. 

In a recent survey the Munich-based 
IFO economic research institute conclu¬ 
ded that prospects for industry were at 
last looking up. Both order books and 
output were markedly more buoyant in 
January than in earlier months. Although 
half the firms questioned still said that 
their capacity for utilisation was too low, 
it had increased markedly since the 
previous survey in Octocer. After a drop 
in total industrial production of 7.5 per 
cent last year, the Munich researchers 
expect an increase of 5 to 6 per cent this 
year. Orders in the consumer durable 
industries look the most promising, in 
some cases to the point of causing supply 
bottlenecks. The car industry in parti¬ 
cular has recovered so well that the gene¬ 
ral situation in the sector rec.ills the 
summer of 1973. 

increased production 

Capacity utilisation in Junuary was 
91 per cent (spring 1973:98 percent), 
and further production increases arc 
planned for the next few months. The 
capital goods industries arc less well 
placed, with capacity utilisation still 
at the same level as last October, 
80 per cent. But even here output is 
expected to rise slightly over the next few 
months. Manufacturers of non-durablc 
consumer goods on the whole thought 
their business outlook was satisfactory. 

Last year was unique in West Ger¬ 
many’s postwar history in that exports 
actually fell, both in real and in money 
terms. At DM 222,000 million they were 
four per cent down on 1974. In volume 
terms this indicated a drop of nearly 10 
per cent. By contrast, imports increased 


by thfte per cent to DM 184,000 million 
which, since import prices remained 
almost static, meant a volume increase 
of the same order. The 1975 trade sur¬ 
plus, at DM 37,000 million was well down 
on the record DM 51,000 million surplus 
]> 1974 but still up on the 1973 figure of 
DM 33,000 million. Both in December, 
1975 and in January this year exports, 
year-on-ycar, were rising again (6 per 
cent in January), but imports in January 
increased by as much as 16 per cent. The 
Germans like to point out that by expan¬ 
ding their imports last year, at a time 
when almost everyone else was cutting 
their back, they made a significant contri¬ 
bution towards reflating their trade part¬ 
ners’ economics. 

Exports to and Imports from West 
Germany's Ten Biggest Customers 

1974 1975 


Exports 


(DM billion, FOB) 


France 

27.3 

26.0 

Netherlands 

23.5 

22.2 

Belgium/Luxembourg 

17.6 

16.9 

Italy 

18.7 

16.2 

USA 

17.3 

13.1 

UK 

ll.O 

10.1 

Austria 

10.2 

9.8 

Switzerland 

11.6 

9.6 

Sweden 

7.9 

8.1 

USSR 

4.8 

6.9 


Imports 

(DM thousand of million CIF) 



1974 

1975 

Netherlands 

25.2 

25.7 

France 

20.9 

22.1 

Italy 

15.9 

17.2 

Belgium/Luxcmburg 

15.9 

15.8 

USA 

14.0 

14.2 

UK 

6.3 

6.9 

Switzerland 

4.9 

5.5 

Japan 

3.5 

4.3 

Sweden 

4.3 

4.3 

Saudi Arabia 

5.3 

4.0 


As for this year, there is still some 
uncertainty about exports. The official 
forecasters and the economic research 
institutes predict a rise in real terms of 
6 to 7 per cent but individual firms in 
most of the major export industries tend 
to be more gloomy. A survey by the 
daily Frankfurter Allgemeine Zeitung of 
six major export sectors which together ac¬ 
count for about two-thirds of W. German 
exports brought a mixed response. The 
engineering industry(accountingfora fifth 
of total exports) which suffered a seven 
per cent drop in volume last year, expects 
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no better than stagnation for 1976. It is 
hoping for a. recovery in orders later in 
the year, but deliveries would not take 
place until early 1977. 

The car industry, which managed 
a seven per cent rise in the value of 
exports last year, is hoping for further 
improvments this year. Chemicals, 
which had a very disappointing year 
in 1975 (21 per cent), is hoping fora 
slight recovery this year, with big varia¬ 
tions by country and by product to 
remain. The electrical industry is not 
particularly optimistic for 1976, continu¬ 
ing to rely mainly on large-scale export 
orders in the energy sector to pull it 
through. The iron and steel industry had 
to watch its export revenue drop by 
DM 500 per ton last year, but tenta¬ 
tively hopes for better times this year. 
Textiles are looking for some improve¬ 
ment in demand, particularly from Euro¬ 
pean customers, but expect it to be 
modest. 

upswing in prices 

West German prices in 1975 rose by 
an average of six per cent which compares 
favourably with rates in most other 
western European countries. But the 
Germans still feel this excessive, pointing 
out that after the 1967 recession the 
recovery started on the basis of an infla¬ 
tion rate of about two per cent, whereas 
this time it is 5-6 per cent as the upswing 
gets under way. There have been wide 
variations in inflation rates between cate¬ 
gories last year: the “drink and tobacco” 
group, for instance, increased by only 2.4 
per cent but fuel and electricity went up 
by 10.5 per cent, The cost of running a 
motor car rose by only 3.7 per cent, 
partly thanks to petrol prices actually 
dropping slightly last year because of 
slack demand. But in January petrol 
went up by about two per cent, reflecting 
the switch to a lower lead content, and the 
price of heating oil was increased by up 
to 10 per cent in February. National 
insurance contributions also went up signi¬ 
ficantly at the beginning of the year. 
The most recent year-on-year increases 
in consumer prices have been: December, 
5.3 per cent and Junuary, 5.4 per cent. 
The government hopes to get the average 
inflation rate down to 4.5-5 per cent 
this year. 

Sources and acknowledgements: The 
The foregoing summarises an exclusive 
18 page report in the latest Economic 
Review of West Germany issued quartly 
to subsribers only by the 'Economist 
Intelligence Unit, 27 St. Jamc’s Place, 
London SW1 A: INT, but the EIU is not 
responsible for the wording or selection 
or my summary. 
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WINDOW ON THE WORLD 


Increase in world consumer prices 


Thb recent world-wide experience with 
excessively high, price inflation combined 
wilh the worst economic recession in 
post-World War II history is beginning to 
occupy researchers seeking understanding 
of the economic relationships involved. 
A fuller understanding of the underlying 
causes could provide guidance for na¬ 
tional and international policymaking that 
could help to avert a recurrence of such 
economic conditions. One topic of par¬ 
ticular concern is the international aspects 
of inflation. In that regard the question 
is raised whether, from a global perspec¬ 
tive, there is a relationship between in¬ 
ternational reserves and inflation. 

In a recent analysis of the relevant global 
aggregates, H. Robert Heller, Chief of the 
Financial Studies Division of the Fund's 
Research Department, concludes that an 
increase in international reserves helped 
to precipitate a world-wide monetary ex¬ 
pansion that was an important cause of 
the global inflation that got under way in 
the early 1970s. Mr Heller's analysis dealt 
with the years 1950—74 and encompassed 
all the member countries of the Fund plus 
Switzerland. The following article sum¬ 
marizes the main line of argument and 
the conclusions drawn from the data. 

Statistical evidence indicates that a 
systematic relationship exists between 
changes in the world-wide aggregate of in¬ 
ternational reserves and the rate of world¬ 
wide inflation, with changes in world 
money supply serving as the crucial link. 

lagged Impact 

Changes in global international re¬ 
serves have a significant lagged imp ict on 
the aggregate world money supply. In 
turn changes in the international money 
supply play a role in determining the rate 
of international inflation. The average 
lag between changes in international re¬ 
serves and world inflation is between two 
and a half and four and a half years. 

Further, the evidence suggests that the 
sharp increase in international reserves 
that helped to trigger the world-wide in 
flation of the early f970s had an effect on 
the structure of ths recent inflation. 
The increase in international means of 
payments in the hands of individual coun¬ 
tries led to a world trade boom that re¬ 
sulted in a sharp increase in the prices of 
internationally traded commodities. In 
contrast to the post-World War II experi¬ 
ence, the international sectors represented 


an intensifying rather than a mitigating 
inflationary influence during the early 
1970s. 

While an increase in the US dollat 
component of international reserves was 
the proximate cause of their increase in 
the early 1970s, there is little evidence 
that a more excessive monetary expansion 
in the United States than in other coun¬ 
tries was responsible for this. Instead, a 
decrease in the demand for dollars as an 
asset by US residents and private foreign 
entities alike resulted in a conversion of 
dollars into other currencies and a conse¬ 
quent expansion of the volume of foreign 
official dollar holdings in the form of in¬ 
ternational reserves. 

important factors 

While the study finds thit international 
reserves increases played a significant role 
in the recent world-wide inflation, it 
should be recognised that non-monetary 
factors also played important roles. Never¬ 
theless, the large increases in the world 
monetary aggregates created the scope for 
the translation of what might have been 
sectoral price increases into a world wide 
inflationary surg:. Had the same real 
changes taken place within a framework 
of monetary restraint, the outcome would 
in all likelihood hive been different. 

While the volume of international re¬ 
serves in existence has no direct effect on 
price levels, the chinges in national mone¬ 
tary aggregates that accompany changes 
in alternation ll reserves do have a signifi* 
cant lagged impict on national and inter¬ 
national price developments—unless na¬ 
tional moa-tary authorities take appropri¬ 
ate actions to neutralize these induced 
m>netary change. An alternative is pro¬ 
vide by beftsr control over the creation 
of international liquidity. 

Thi study's basic hypothesis is that 
there exists a causal link between changes 
in international reserves and changes in 
world prices. Changes in global interna¬ 
tional reserves have a direct and an indi¬ 
rect impict on the world money supply, 
and these changes in the world money 
supply in turn influence the world-wide 
rate of inflation. 

An increase in international reserves 
will have a direct impact on a nation’s 
money supply by expanding the mone¬ 
tary base. Furthermore, an increase in 
international reserves may have an indi¬ 


rect impact on the money supply if the 
monetary authorities feel that the increase 
in international liquidity has eased their 
reserve constiaint, so that more expan¬ 
sionary domestic monetary policies may 
be pursued. 

The increases in national money sup¬ 
plies prompted by the international re¬ 
serve increases will, in turn, have an 
impict on national inflationary rates. The 
channels via which monetary changes are 
translated into price changes are many 
and varied, as economic units re-arrange 
their financial and real asset portfolios in 
response to monetary changes. The end 
result of a monetary expansion tends to 
be an increase in aggregate demand in 
the economy, which is then tranlated 
into an increase in the nation's nominal 
Gross National Product (GNP). Supply 
conditions play an important role in the 
division of the nominal GNP increase into 
real product and price increases. 

higher imports 

Anoth;r important transmission mech¬ 
anism links the various national econo¬ 
mies: aggregate d:nund increases will 
result in a greater demand for imports, 
which in turn will tend to increase the 
price of impartables and spread the de¬ 
mand and price pressures to other coun¬ 
tries. Furthermore, as monetary policy 
focomss more expansionary in one coun¬ 
try, interest rates tend to fall, leading to a 
capital outflow. In ottar nations, the 
capital inflow will result in easier access 
to credit, lower interest rates, and an 
economic expansion, thereby accentuat¬ 
ing the direct trade effects. 

International reserves grew at an aver¬ 
age annual rate of 2.7 p:r cent during 
1953—69. During the following three-year 
period (1973—72). international reserves 
measured in terms of SDRs increased by 
87 par cent. 

It is important to identify the sources 
of this sharp reserve growth. During the 
years 1970 —72 there was a slight decrease 
in the gold component of international 
reserves amounting to SDR 3.3 billion 
and a decrease of SDR 0.3 billion in re¬ 
serve positions in the Fund. Valuation 
adjustments related to exchange rate 
changes—-mainly the 1971 US dollar de¬ 
valuation-accounted fora decrease of 
SDR 4.4 billion. These relatively smillde¬ 
creases were almost exactly offset by the 
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increase in SDft holdings amounting to 
SDR 8.7 billion. This leaves an increase 
in foreign exchange holdings of SDR 67 
billion out of a to al increase in interna¬ 
tional reserves during 1970-72 of SDR 
67.6 billion Of this total, SDR 59 
billion was iden ifiable increases in dollar 
reserves, SDR 45.2 billion of which was 
direct dollar claims on the United States, 
and SDR 13.8 billion was in Eurodollars, 
so that the major portion of the reserve 
increase can be attributed to an expan¬ 
sion of the dollar component. 

The perceived strength of the US dol¬ 
lar induced private foreigners to accumu¬ 
late large dollar balances during the 
I960?. However, as the volume of US 
liquid liabilities in foreign hands in¬ 
creased, the US gold guarantee and, by 
inference, the external stability of the 
dollar were called into question. Conse¬ 
quently, in the early 1970s private dollars 
shifred into other currencies, a move 
that resulted in an increase in global in¬ 
ternational resrves and then had a sec¬ 
ondary impact on the world-wide money 
supply. It was this shift in the private 
demand for US dollars as an asset that 
helped to create the basis for the current 
inflation. In addition, the Eurodollar 
market may have played a role in the 
expansion of international reserves during 
the early 1970s. 

Between the end of 1969 and the end 
of 1971, liquid US liabilities to private 
foreigners decreased from *28.2 billion 
to $15.1 billion. Demand deposit liabili¬ 
ties by US banks to foreign commercial 
banks decreased from 116.8 billion to 
$7.0 billion, and time deposit liabilities 
decreased from $2.0 billion to $0.3 billion. 

liquid liabilities 

During the same period the gross size 
of the Eurodollar market continued to 
grow; however, the US dollar compo¬ 
nent of the entire Eurocurrency market 
decreased from 81.3 percent of total 
liabilities in December 1969 to 72.4 per 
cent in December 1971. The net dollar 
positions of the Eurodollar banks de¬ 
creased from $1.43 billion to $J.75 billion 
over the same time interval, while their 
net positions in other Eurocurrencies in¬ 
creased from $0.06 billion to $1.65 
billion. 

As private household, banks, and firms 
shifted their assets from dollars to other 
currencies, they forced foreign central 
banks to purchase these dollars at the 
agreed-upon parity of their own currency. 
In return, these foreign central banks 
issued their own currency or other cen¬ 
tral bank liabilities to the depositors of 
dollars and added the dollars to their 


foreign exchange reserves. This process 
laid the basis for a multiple expansion of 
the foreign money supply as the currency 
or central bank liability expansion in¬ 
creased* the amount of high-powered 
central bank money in existence. The 
foundation for the familiar multiple ex¬ 
pansion of the money supply was thereby 
created in these foreign countries. 

The important point is that in the 
United States there was no decrease in 
the money supply, while in other coun¬ 
tries the dollar inflow served as the basis 
for a multiple expansion of the money 
supply. This contributed to the net ex¬ 
pansion of the world money supply. 

policy actions 

International reservec are merely one 
component of the monetary base. While 
changes in international reserves have a 
direct impact on the monetary base and, 
by this, on the money supply, other base 
components may change as well—either 
offsetting or accentuating the influence 
of the international reserve component, 
depending on the policy actions taken by 
the monetary authorities. The statistical 
results indicate that changes in interna¬ 
tional reserves can account for only 
slightly more than half of the observed 
variation in the world money stock. 

Statistical analysis of quarterly and an¬ 
nual data confirms the existence of a 
mean lag of approximately one year in 
tne relationship between reserve changes 
and money changes on a world-wide 
basis. 

There is strong evidence on the na¬ 
tional level for the existence of a signifi¬ 
cant causal relationship between changes 
in money and changes in prices. Less 
attention has been paid to the relation¬ 
ship between the world money supply 
and world prices, although some investi¬ 
gators have recently provided relevant 
aggregate data. However, these studies 
are restricted to a limited number of 
industrial nations and do not provide 
data on the relationship between an 
appropriately defined world money 
supply and the world price level. 

Experimentation with quarterly data 
covering the period including the fourth 
quarter of 1956 through the fourth quar¬ 
ter of 1974 showed that percentage 
changes in the world money supply had 
their largest impact on world consumer 
price changes six quarters afterward. 

It is tempting to add the mean lag of 
one yea^ established in the relationship 
between reserves and money and the 
mean lag of approximately one and a 


half years ip the relationship between 
money and consumer prices, and to con¬ 
clude that a lag of approximately two and 
a half years between reserve changes and 
world price changes might be expected. 

It is also possible to estimate directly 
the mean lag between percentage 
changes in reserves and percentage 
changes in prices. The evidence shows a 
mean lag of 31 to 4£ years between per¬ 
centage changes in reserves and percentage 
changes in world consumer prices. Given 
the size of the standard errors, this esti¬ 
mate is not inconsistent with the 2\ 
year lag. 

The sharp increases in international re¬ 
serves witnessed during the years 1970-72 
may also have had an effect on the struc¬ 
ture of world prices. Of particular inter¬ 
est is the relationship between prices of 
traded and non-traded commodities. Lack¬ 
ing an adequate index of non-traded 
goods prices, the world-wide consumer 
price index may be used as an indicator 
of general price developments and the 
world export and import price indices as 
indicators of price developments in the 
traded-goods sector. 

Since World War II, prices of interna¬ 
tionally traded goods have shown a mar¬ 
ked stability and have generally exercised 
a restraining influence on domestic price 
developments. Only minor changes in 
world trade prices occurred between 1950 
and 1969. It is one of the hallmarks of 
the recent world-wide inflation that this 
historic tendency has been upset. 

change in structure 

The reason for this change in the struc- 
true of inflation may be found in the role 
played by international reserves in the 
excessive monetary expansion of the early 
1970s. In virtually all earlier inflationary 
episodes, an excessive expansion of the 
domestic component of the monetary 
base was responsible for the creation of 
inflationary pressures. In the recent in¬ 
flationary process the high rate of expan¬ 
sion of the international reserve com¬ 
ponent of the monetary base played a 
significant role. This difference had sev¬ 
eral far-reaching consequences. 

For one, international reserves have 
often played the role of a constraint to 
economic expansion. However, in the 
years 1970 to 1972 each of the industiial 
and more developed countries registered 
an increase in international reserves, with 
the exception of the United States and 
South Africa. Even among the less deve¬ 
loped nations only a few experienced re¬ 
serve losses, with most countries making 
substantial reserve gains. The industrial 
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countries as a group increased their in¬ 
ternational reserves by 92 per cent, and 
the less developed countries increased 
theirs by 106 per cent during the first 
three years of the 1970s. 

Such substantial reserve gains were not 
without influence on commercial policy. 
Between 1970 and 1972, out of a total of 
111 member countries of the Fund, the 
number of countiies with any restrictions 
on current accoupt transactions de¬ 
creased from 73 to 58. Other countries 
substantially reduced their import restric¬ 
tions. The response by importers was not 
surprising: imports increased by an aver¬ 
age annual rate of 12 per cent in real 


terms in the years 1970 to 1972. The 
plentiful supplies of international reserves 
fueled this world-wide import boom, but 
it is clear that this rate of real increase 
was not sustainable at constant prices. 
The index of world import prices almost 
doubled from 100 to 195 in the 1970-74 
period, with most of the increase com¬ 
ing—as was to be expected—in the last 
two years of this period. 

A further factor contributing to the in¬ 
flation in prices of traded goods was that 
many international prices are quoted in 
dollars. Given the dedining value of the 
dollar itself, many commodity prices 
looked very attractive indeed to foreign 


buyers, and consequently the quantity 
demanded increased. 

The inflationary experience of the 
early seventies was unique in that the 
international sector played a leading role 
in the initiation and dissemination of the 
inflationary impetus. This development 
was made possible by the lessening of 
the reserve constraint due to the interna¬ 
tional liquidity increases experienced by 
virtually all countries. If countries want 
to reduce the danger of a potential repeat 
of the experience of the early 1970s, ways 
must be found to 'control the presently 
demand-determined growth of interna¬ 
tional liquidity. 

—IMF Survey 


Canada : a business review 


Last year ai this time, the Canadian 
economy was clearly in the midst of a 
recession and the bank’s forecast for the 
year ahead was not very optimistic. It did 
predicit, however, that an upturn in 
economic activity would get underway 
during the second half of the year and 
this in fact occurred. Real* GNP grew 
in the second and third quarters and 
although data on the fourth has not 
yet been published, it seems clear that 
there was an expansion in that quarter 
as well. Overall, however, Canada’s real 
GNP for 1975 as a whole will show little 
or no gain from 1974. 

As 1976 begins, the outlook is consi¬ 
derably more favourable than a year ago. 
The excessive inventory situation charac¬ 
teristic of early 1975 lias now disappeared 
and housing and consumer spending are 
expanding at a fairly rapid pace. Most 
major industrialised nations have also 
begun to climb out of the depths of the 
1974-75 recession, and this is especially 
true in the case of Canada's two major 
trading partners, the United Stales 
and Japan. Hence 1976 should be a 
better year for Canadian exports. 

matter of concern 

Although the rate of inflation remains 
a matter of great concern to all, some 
improvement has occurred in the past 
year and further moderation can be ex¬ 
pected as the year proceeds. 

Most forecasts of growth in real GNP 
for 1976 as a whole fall in the five per cent 
to seven per cent range; the Bank’s fore¬ 
cast is for a gain of 6£ per cent. In 

•In this Review, the word “real” is used ex. 
tensively. Readers are remainded that it describes 
volume changes in economic aggregates, i.e. 
changes stripped of price inflation. 


assessing the prospects for the Canadian 
economy in 1976, however, one must be 
careful in interpreting the numerical 
forecasts of economic growth. The 
relatively large size of the predicted 1976 
advance should not be taken as an indi¬ 
cation that the year will be one of 
dynamic growth. For one thing, it follows 
a five-quarter period of virtual stagnation 
from the first quarter of 1974 to the third 
quarter of 1975 and we expect the quarter¬ 
ly pattern of growth to decelerate from 
the last quartei of 1975 through 1976. 

modest growth 

With economic growth in 1976 not seen 
as being overly strong, employment growth 
can be but modest. Last year employ¬ 
ment grew by only 1.8 per cent compared 
with 4.3 per cent and 5.2 per cent in the 
two previous years, and with the total 
labour force advancing by 3.7 per cent, 
the rate of unemployment (unemployment 
as a percentage of the labour force) rose 
to an average level of 7.1 per cent from 
5.4 per cent in 1974. Some acceleration 
in the rate of growth in employment 
seems likely as capacity utilisation rises 
through 1976. Employment gains in the 
to 3 per cent range arc expected 
and, with the labour force increasing at a 
much slower rate than last year, the 
prospects are that unemployment should 
ease but only marginally to somewhat 
below the seven per cent level. 

The unemployment rate in 1975 and as 
forecast for 197o is at the highest level since 
1961. However, the intervening years have 
witnessed many social and economic 
changes which make the rate in the two 
periods not directly comparable. The 
liberalization of the Unemployment Insu¬ 
rance Act, the arrival in recent years of 


substantial numbers of young people in 
the job market, the result of the post-war 
baby boom, and the uprecedented 
number of married women entering'the 
labour force are factors which liave given 
a significant upward bias to the current 
unemployment rate. Thus, while unemp¬ 
loyment is certainly a matter of grave 
concern, it is generally seen as a less 
severe problem than it was 15 years 
ago. 

As for inflation, upward price presure 
in the coming year can be expected 
from the removal of the various provin¬ 
cial price freezes, as well as from the 
many large municipal tax increases in 
the offing. Energy prices are certain to 
rise again, although not so sharply as in 
the two preceding years. Finally, the. 
large wage increases of 1975 have yet to 
be reflected lully in increased prices at 
the retail level. 

demand pressures 

Several factors, however, are working 
towards price moderation. The projected 
recovery both here in North America 
and abroad is not expected to be so 
strong that demand pressures on 
prices will be excessive. Following 1975’s 
good crop, grain prices have cased 
and other agricultural prices should not 
move up as much as they have done in 
recent years. Finally, the wage and price 
control measures which came into effect 
last fall will obviously have some dam¬ 
pening effect on price increases. 

However, with consumer prices already 
some four per cent above the average for 
1975,. our forecast of moderating price 
increases—which would result in increases 
at an annual rate of 5-6 per cent by year 
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end—still means a nine per cent average 
increase for the year as a whole. 

Underlying any forecast of overall 
economic activity are expectations con¬ 
cerning ' developments in the various 
major economic sectors which make up 
the total. 

Consumer spending on goods and 
services is by far the largest expenditure 
sector in the economy representing 
approximately 60 per cent of total 
expenditures. Thus, a one per cent rise in 
personal consumption expenditure, 
assuming all other sectors are unchanged, 
translated directly into a six per cent gain 
in GNP. 

consumption expenditure 

In 1976, real personal consumption 
expenditure is foreseen as rising approxi¬ 
mately 5£ per cent, with spending on 
consumer durables being the main 
strength in the advance. Indeed, sales 
of durables have been growing rapidly 
since the first quarter of last year. Very 
strong real gains at annual rates of 19 
per cent, 12 per cent and 44 per cent were 
recorded in the first three quarters of 
197S after disaster hit this sector midway 
through 1974. Our forecast actually 
has the growth rate easing off to a six 
per cent annual rate level during the whole 
of 1976. However, partly because of last 
year's surge, this still puts the average 
year-over-year volume gain in durables at 
11.5 per cent. 

Obviously some easing in the growth 
rate is to be expected following last 
year's strong gains as the economy began 
to recover. As well, a good deal of 1975 
auto demand growth appears to have 
been "borrowed” from 1976 by the tem¬ 
porary reduction (which expired at year 
end 1975) in the Ontario sales tax. 

Other sub-sectors of consumer spend¬ 
ing are not expected to register such 
large gains as durables, but with the 
economy in recovery and employment 
growing somewhat more rapidly than in 
1975, it is logical to expect some accele¬ 
ration in the rate of spending. The overall 
volume gain we foresee in consumer 
spending of 5£ per cent compares favour¬ 
ably with 3.2 per cent and 4.2 per cent 
in the two previous years, but is a smaller 
gain than occured during the 1971-72 
recoverry period. 

Perhaps the most interesting sector of 
the economy this year, and the one 
cloaked in the most uncertainty, is capital 
investment. In the past when forecast¬ 
ing this area, a major consideration has 
always been the government’s survey of 
investment intentions for large corpora¬ 
tions. This survey is usually represen¬ 
tative of total investment. Last year, 


however, the survey indicated growth of 
about 30 per cent, half of which would 
be real. Our analysis at the timt did not 
support the generalisation of such a high 
figure^ and the conclusion was that a nine 
per cent real gain was more plausible for 
capital spending as a whole. However, 
eVen this has proved to be overly opti¬ 
mistic. Our current estimate is that the 
increase in volume terms was only of the 
order of five per cent. 

The most recent survey, covering 300 
of Cannada’s largest corporations which 
together account for over 75 per cent of 
all investment, indicates a buoyant year 
for capital spending in 1976. An 
increase of 28 per cent (again half real, 
half price) is forecast with the mining, 
and oil and gas industries to register the 
largest year-over-year advances (56 per 
cent and 50 per cent respectively). How¬ 
ever, as in 1975, we are sceptical that such 
a high level of increase will apply to the 
whole investment sector. 

rise in investment 

In making our forecast, which has 
investment rising in real terms by only 
five per cent, the factors which led us to 
this conclusion were the high level of 
interest rates, relatively low capacity 
utilization, the disincentives which are 
inherent in the anti-inflation programme 
and, more fundamentally, general business 
unease about increaring government 
intervention in the economy. 

This year, however, there are enough 
projects either in the process of imple¬ 
mentation or in the advanced planning 
stage that, even in the light of known cut¬ 
backs and stretch-outs, growth of the size 
outlined seems realistic. 

Housing starts bottomed out last March 
and have since been on a firm upward 
trend. The preliminary total for 1975, at 
the 231,000 unit level, is far higher than 
was generally expected early in 1975. It 
was then felt that the high level of mortg¬ 
age rates and house prices would signifi¬ 
cantly reduce housing demand. However, 
heavy stimulus in the housing area by both 
the federal and provincial governments has 
set off an upsurge which put the annual 
rate of starts in December at a record 
high of 313,000 units. Although this is 
an unsustainably high figure, the housing 
sector should continue strong and starts 
in the 250,000 area seem to be a good 
possibility. This should translate into 
16 per cent gain in real spending on 
housing compared with declines of 12 
per cent and three per cent in the two 
previous years. 

In spite of the expected high level of 
starts conditions in the housing market 
seem likely to remain tight. Apartment 


vacancy rates in most large cities are at 
extremely low levels and housing starts in 

1975 ana. 1974 totalled only, 231.000 and 
222,000 units respectively, well below the 
Economic Council target of 245,00Q units 
for the period 1973-1977. 

Inventories are the third area which 
will be adding significant strength in 1976 
contrary to the negative impact they 
exerted last year. It is, of course, some? 
what difficult to pinpoint the timing of ah 
inventory upturn. However, given the 
large disinvestment in the third quarter 
of 1975, the pick-up in the retail sales 
area which has been evident for the past 
six months and the improved relationship 
between stocks and sales, a modest inven¬ 
tory build-up is a plausible expectation 
for 1976. Nevertheless, a massive turn¬ 
around is not envisaged, since business¬ 
men appear too cautious for that to take 
place. In addition, the cost of carrying 
inventories is prohibitive. 

Further substantiation for this view 
that an inventory turnaround will occur 
can be obtained from an examination of 
previous recessionary periods. In every 
recession since 1950, the change in inven¬ 
tories as a percentage of GNP has hit 
bottom in the year of recession and then 
headed up in the next. Our forecast for 

1976 simply maintains that pattern. 

housing inventories 

While housing, inventories and con¬ 
sumer durables are sectors which will be 
supplying forward thrust to the economy 
this year, the area showing the smallest 
ycar-over-year advance will be govern¬ 
ment spending on goods and services 
The federal government has promised to 
cut the rate of increase in employment 
in the civil service, to effect significant 
cost economies and to ensure that the 
wage increases granted government em¬ 
ployees are within the guidelines set forth 
in the anti-inflation programme. The pro¬ 
vinces and municipalities are also expect¬ 
ed to cut back on expenditure increases 
in order to help combat inflation as well 
as because of their understandable reluc¬ 
tance to raise taxes or increase outstanding 
debt markedly. 

Overall, real government current ex¬ 
penditure is epectcd to increase 2.8 per 
cent this year after an estimated four per 
cent rise in 1975 and an eight per cent 
advance the previous year. These figures 
however, do not include government 
transfer payments which have been 
advancing at very sharp rates. Transfer 
payments to persons, for example, have 
grown at an annual rate in excess of 20 
per cent in every quarter of 1974. 
Clearly, if a serious attempt is to be made 
to get government expenditures under 
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control and thereby to dampen inflation, 
it is in the transfer payment area that 
governments will have to set out more 
realistic priorities and restrain the run¬ 
away growth rate. 

Given the improved outlook in our 
chief export market, the United States 
(which has in recent years, taken just over 
65 per cent of our merchandise exports), 
a substantia] improvement in Canadian 
trade performance seems likely this year. 
Last year, exports to the United States 
rose by less than one per cent, well below 
the long-run growth trend and far below 
the 24 per cent increase recorded in 1974. 
This year, exports of motor vehicles and 
parts, lumber, minerals and, before the 
year is out, newsprint should be up 
substantially from their depressed 1975 
levels. The motor vehicle and lumber 
recoveries are predicated on a strengthen¬ 
ing in the US auto and housing markets. 
As for minerals and newsprint, gains are 
expected because of the working down 
of very high inventories, not only in the 
United States, but also in other countries 
with whom we trade. Heavy grain sales 
to Russia will be a further important plus 
in the trade picture this year. 

One weak spot, of course, will be 
petroleum exports where export quotas 
this year have been drasticaliy cut. In 
fact, the value of petroleum exports is ex- 



On the import side, we arc looking 
for a small volume increase compared 
with a four per cent decrease in 1975. This 
is mainly because of the strengthening 
foreseen in consumer spending on dura¬ 
ble goods. 

As for trade in services, seems likely 
that the deficit will be a good deal larger 
this year. Although the Olympic Games 
should create a sizeable inflow of tourist 
dollars, higher interest charges associated 
with recent large capital inflows with 
more than offset that gain. 

All in all, Canada suffered, in 1975, 
its first merchandise trade deficit since 
1960. Commodity imports exceeded 
exports by about $1,000 million. This 
year our merchandise trade figutes should 
be in the black with a more traditional 
surplus, which is estimated at about $S00 
million. This will help reduce the overall 
current account deficit, that is, balance 
of trade in goods and services, which was 
about $5.1 billion last year, to about the 
$3.9 billion level this year. 

A trade deficit this size would normally 
put heavy downward pressure on the 
dollar. Currently, however, the Canadian 
dollar is strong, trading at close to par 
with the US dollar. This situation is not 
expected to persist through the year. 


Several factors arc involved. On the 
one hand, Canadian productivity is lower 
than US productivity, yet Canadian 
wages are higher in many industries. As 
well, inflation continues to be higher in 
Canada than in the United States. On 
the other hand, the Bank of Canada is 
expected to continue to, in effect, sup¬ 
port the dollar by keeping interest rates 
nigh in this country in order to attroct 
a sufficient capital inflow to offset the 
current account deficit, although some 
narrowing of the present wide spread 
between the US and Canadian interest 
rates seems likely. On balance, the current 
high level of the Canadian dollar is 
prabably a temporary phenomenon and 
a sideways drift in the range 97c US — 
99c US is expected during most of the 
year. 

In summary, consumer spending (parti¬ 
cularly on durables, housing expenditure, 
inventory investment and export sales 
are expected to be the major strengths 
in the economy this year. Overall, real 
GNP should advance in the aieaofsix 
per cent with the pattern of growth being 
relatively flat through the year. Price 
performance will be somewlnt better 
than in 1974 and in 1975, but Inflation 
will still be the major problem confront¬ 
ing the country. 

Courtesy : Bank of Montreal 
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TRADE 

WINDS 


Nonresidents’ 

Investment 

The union government has 
decided to introduce “a 
substantially more liberal 
scheme*’ (or encouraging non¬ 
resident Indians desirous of 
settingup industrial units in 
priority sectors in the country. 
Announcing this in Lok Sab hi, 
minister of state for Industry 
and Civil Supplies, B.P. Maurya 
clarified that the exempt¬ 
ions from wealth tax provided 
in the Finance Bill, 1976, for 
non-resident investment would 
be available for investment 
under the new scheme. 

Main Features 

The following are the main 
features of the new policy, (a) 
Nonresident investment will be 
permitted in any industry listed 
by the ministry for industrial 
development in February 1973. 

These include; metallurgical 
industries, boilers and steam 
generation plants, prime 
movers (other than electrical 
generators), electrical equip¬ 
ment, industrial machinery, 
machine tools, agricultural 
machinery, earth moving 
machinery, Scientific instru¬ 
ments, nitrogenous and 
phoshatic fertilisers, chemicals, 
ceramics and cement plants. 

(b) Investment will be allowed 
in any other industry, provided 
the investor undertakes to 
export 60 per cent of the out¬ 
put or in the case of industries 
reserved for small-scale sector, 
75 per cent of the output. 

(c) Equity investment will be 
allowed up to 74 per cent 
without any minimum limits, 
id) Import of capital equip¬ 
ment will be allowed without 
indigenous clearance up to 
the limit of foreign exchange 
brought in by the non-resident 
Indian, (e) Remittances of 


profits in the industry set up 
under the scheme will be 
allowed freely, (f) Repatriation 
of capital will also be allowed 
after the unit had gone into 
commercial production, and 
subject to adherence to 
export obligation, where 
applicable, and subject to 
normal scrutiny and rules 
prescribed by the government, 
(g) Liberalised facilities for 
import of permissible raw 
materials and components 
will also be available in terms 
of the import policy in force. 

According to the 
statement these facilities will 
be applicable only to new 
investments including expan¬ 
sion and diversification of 
existing industrial undertak¬ 
ings. It will not, however, be 
extended to purchase of 
shares in existing companies 
in respect of existing activities. 
The statement makes it clear 
that applicants desiring to 
avail themselves of these 
facilities will have to abide by 
the procedures prescribed by 
the Reserve Bank of India. In 
the Finance Bill, it has been 
proposed to exempt from the 
provisions of wealth tax, 
the value of all asserts, 
brought into India by persons 
of Indian origin in cases where 
such persons returned to India 
with the intention of per¬ 
manently residing in India. 
The proposed exemption will 
be made available for seven 
assessment years commencing 
with the assessement year 
following the date on which 
such persons returned to 
India, the statement clarified. 

Panel on Banking 

The Reserve Bank has 
announced the appointment 
of a working group to 
examine the operational 


efficiency and profitability of union Commerce minister, 
commercial banks. The .. . _ ■ 

appointment reflect* it* At thenegotiations, the two 

concern over the need for cost discussed the modalities 

reduction by banks. The of the payment of wheat loan of 
working group, comprising two million tons which, it had 
eight senior Reserve Bank already been agreed, would be 
executives, headed by repaid through export of 
Mr. J. C. Luther, executive commodities. The provision 
director is expected to submit regarding import and export 
its report before the end of of certain other products 
September 1976. Its member wer ® a ^° discussed before 
include Mr. V. V. Divatia, finalisation of the Trade Plan, 
statistical adviser and .Meanwhile, discussions have 
Mr. A. Raman, adviser credit * )ecn . ln Moscow on the 
planning. The terms of possibilities of long-term 
reference of »he group include Economic Cooperation in 
the establishment of ‘'criteria fields, some of 

for evaluation of individual which are expected to give 
banks with reference, inter farther boost to Indo-Soviet 
alia, to the fulfilment to socio- trade. 


economic objectives of 
national importance” and 
the “Determination of the 
basis for assessment of cost 
of various banking service’*. 

Imported Oil for 
Vanaspati 

The incorporation of impor¬ 
ted oil at a minimum level of 
10 per cent in the manufacture 
of vanaspati has been made 
compulsory with effect from 
April 1. This was announced 
by the ministry of Agriculture 
and Irrigation recently. A press 
note issued by the ministry 
stated that vanaspati produc¬ 
tion in the country has picked 
up during recent months and is 
averaging about 50,000 tonnes 
per month. For production 
at this rate nearly 630,000 
tonnes of oils are required 
during the year. 

Indo-Soviet Trade 

A Soviet trade delegation led 
by Mr. I. T. Grishin, Deputy 
minister of Foreign Trade, 
arrived in New Delhi to discuss 
the long-term Trade Agreement 
with India. Dr. P.C. Alex¬ 
ander, the union Foieign 
Trade Secretary led the Indian 
delegation. The five-year 
Trade Agreement between 
India and the USSR for the 
period 1976-80 is likely to 
be concluded shortly. 
Mr. N. S. Patolicheve, Soviet 
minister of Foreign Trade, 
has also come to hold talks 
with the ministerial level 
Indian delegation led by 
Prof. D. P. Chattopadhyaya, 


The earlier long-term Trade 
Agreement between the two 
countries for 1971-75 was 
concluded in December 1970 
when the Soviet minister of 
Foreign Trade visited India. 
Since then there has been 
remarkable growth in the 
trade between the two 
countries and the coopera¬ 
tion between the two countries 
has been broadened in the 
fields of economic, industrial 
and scientific development. 

UNDP Assistance 

UNDP will assist this country 
with expertise, equipment and 
training for personnel in oil 
exploration and developmnct 
to the tune of SI 8 million. 
Of this amount $679,530 will 
be utilised for recruiting 
international experts, to draw 
up a plan for the further 
development of the Bombay 
High, and training ONGC 
personnel in offshore oil 
development. The balance 
will be spent at the Indian 
Institute of Petroleum, Dehra 
Dun, where indigenous test 
techniques will be developed 
to replace imported ones and 
more viable processed evolved. 
The setting up of performance 
evaluation facilities at the 
Institute will result in a 
foreign exchange saving of 
$2 million a year. Gains in 
industrial productivity and 
reduction in down-time with a 
better application of petroleum 
products will also be achieved. 
Rapid development of oil 
production from the Bombay 
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High is a matter o. Urgent 
priority in the government's 
oil development programme. 
Of the UNDP grant of *1.8 
million, *679,530 will be 
utilised for recruiting inter* 
national experts for drawing 
up a plant of further develop¬ 
ment of Bombay High Oil field 
and for training the personnel 
of the Oil and Natural Gas 
Commission (ONGC) in 
the specialised aspects of 
offshore oil developmet. 

Jut* and Its Substitutes 

According to a recent FAO 
survey the jute industry’s com¬ 
petitive position vis-a-vis 
synthetics is, likely to be more 
favourable in 1976 than it has 
been in 1975. Although the 
demand for jute and jute goods 
is still weak as a result of the 
inadequate recovery on the 
economies of the developed 
countries a chance for jute 
to stem the deterioration in its 
market position arises from 
the recent increases in prices of 
polypropylene, polymer and the 
possibility of a further price 
rise in the current year. World 
prices of jute manufacturers 
declined in 1976 under pressure 
of a sharp fall in demand. 
Prices of all constructions in 
the US were 20 per cent lower 
at the end of 1975 compared 
with the levels prevailing early 
in that year. Delivered prices 
of jute, secondary carpet back¬ 
ing were some 1.5 cents sq. yd. 
less than polypropylene. In 
the case of synthetics, despite 
rising polymer prices and conti¬ 
nuing inflationary pressures 
carpet backing prices in the 
US remained virtually stable 
and prices of packaging cloth 
were raised only slightly. 

IDPL Output 

The country is poised for a 
major breakthrough in the 
production of antibiotics. The 
output is expected to increase 
phenomenally during the next 
two to .three years from 300 
to 600 tonnes, per annum. 
With such a massive increase 
in production, the government 
would be able to do away with 
the import of bulk drugs. At 
a press conference the manag¬ 
ing director of the Indian 
Drugs and Pharmaceaticals, 


Dr. t.K. fiehal, said the govern¬ 
ment had decided to stop im¬ 
port of tetracycline from the 
current financial year. Last 
year, STC imported 50 tonnes 
valued at Rs 1.75 crores. But 
in the current year the produc¬ 
tion would be enough to meet 
the entire demand. 

Dr Behai unfolded the 
company’s plan for the 
current year, to go up to 
Rs 80 crores from Rs 61 
crores. As a result of 
higher levels of production 
the IDPL which has entered 
the export market expects to 
do much better. Already, ex¬ 
port orders from a number of 
South-East Asian countries, 
notably Singapore, Malaysia 
and the Philippines, have been 
received and drugs worth Rs 2 
lakhs have been shipped. The 
IDPL which is now a major 
supplier of bulk drugs is expect¬ 
ed to enter the field of formu¬ 
lations in a big way in the 
next two years when its plants 
at Gurgaon and Betiah in 
Bihar go into production. 

Automobile Spares 
Exports 

The automobile ancillary 
industry is striving hard to 
improve exports, though the 
outlook in the home market is 
rather gloomy. The industry 
expects to achieve an export 
target of Rs 26 crores this year 
against Rs 20.8 crores in 
1974-75 and Rs 7 crores in 
1970-71. By 1978-79, it is ex¬ 
pecting to double its target to 
Rs 50 crores of exports out of 
a total production of Rs 500 
crores. Addressing a press 
conference, Mr M.K. Jhawar, 
president of the All-India Auto¬ 
mobile Ancillary Industries 
Association stated that exports 
were becoming increasing com¬ 
petitive due to high i labour 
costs in America and Europe, 
where wages were rising rapid¬ 
ly. Significant export markets 
for spare parts had been es¬ 
tablished in the countries of 
South-East Asia and West 
Asia. Large orders had also 
been secured from Australia 
this year, where business 
could develop to the 
tune of rupees two to 
three crores. The ancillary 
industry could also penetrate 


the market for original equip¬ 
ment (OE.) in Europe if pro¬ 
per warhhousing facilities were 
established, he said. Germany 
had shown a keen interest in 
OE> imports. Delegations from 
Australia and Hungary had 
also evinced interest in OE. 
But the industry could not be 
sustained on exports alone, 
Mr Jhawar said. A strong home 
base was essential. The home 
market would only be revived 
if the automobile and other 
transport industries were 
revived. 

Heavy Engineering 
Corporation 

The Heavy Engineering Coi- 
poration described as "the 
mother machine-building in¬ 
dustry”, is likely to make a 
profit for the first time. The 
profit during 1975-76 is expect 
ed to be Rs 25 lakhs. The 
production up to March 31 
last was worth Rs 80.20 crores. 
Orders for steel plant equip¬ 
ment, to which HEC was main¬ 
ly geared, were inadequate. 
So, it had become necessary 
for the corporation at Ranchi 
to seek workload m other 
possible areas. HEC was 
thinking of diversifying its 
activities into other areas apart 
from steel. The proposals of 
diversification included ex¬ 
pansion in the field of mining 
and other heavy engineering 
requirements. Last February, 
HEC received an export order 
worth Rs 3.75 crores for elcc- 
trolysers for an aluminium 
plant for a Soviet-assisted pro¬ 
ject in Yugoslavia. 

Ashok Leyland for 
Ceylon 

Ashok Leyland have bagged 
yet another export order—this 
time from our neighbouring 
country Sri Lanka, for 100 
goods vehicles for the ministry 
of Food and Commissioner 
of Co-operative. Hitheito 
Ceylon Transport Board has 
been the largest buyer of Ashok 
Vehicles—they have a fleet of 
over 1000 Comet/Viking buses 
—this order is a significant 
penetration to another major 
government department and 
opens up new avenues of 


export, the vehicles supplied 
will be latest model with in¬ 
digenously made parallel fram¬ 
es, recirculating ball type 
steering for ease of operation, 
and Alfin Pistons which pack 
extra life into the engine. 

BHEL 

The Bharat Heavy Electri¬ 
cals Ltd., (BHEL) is at present 
exploring the possibilities of 
technical collaboration for 
manufacturing 500 mw. sets 
indigenously for the proposed 
thermal stations, Energy minis¬ 
ter K.C. Pant told the Lok 
Sabha recently. The minister 
said the present thinking was 


The Calcutta Electric 
Supply Corporation 
Limited 

(Incorporated in England) 
NOTICE 

Notice is hereby given that 
the Board of Directors of this 
Company at a meeting held on 
10th April, 1976, has declared 
payment of a Final Dividend 
on the Company’s Preference 
Stock for the year ended 31st 
March, 1976, at the rate of 
3 per cent gross. Payment will 
be made on 22nd May, 1976, 
after deduction of appropriate 
Indian Income Tax to those 
Stockholders whose names are 
registered in the Company's 
Stock Register on 3rd May, 
1976. 

Applications for transfers 
received in this office up to 
3rd May, 1976, will, if other¬ 
wise satisfactory, be registered 
at that date for the purpose of 
participation in the above 
Dividend. The Registration 
of Transfers of Preference 
Stock in the Calcutta Register 
will remain suspended and the 
Register of Preference Stock¬ 
holders in Calcutta will remain 
closed during the period from 
4th May to 8th May, 1976, 
both days inclusive. 

By Order of the Board 
(S. K. Niyooi) 
Secretary ' 

Victoria House, 

Calcutta 700 001 . 

10th April . 1976 . 
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to stabilise first at the ilOmw 
sets and familiarise with their 
maintenance before going on 
to the next stage of 500 nnv. 
sets. 

Plovdiv Fair 

The government has decid¬ 
ed to participate in the Plov¬ 
div (Bulgaria) International 
Fair scheduled to be held 
during September 3 to 10, this 
year. In the past when India 
participated at this Fair, busi¬ 
ness of considerable value was 
negotiated and finalised. Par- 
ticipatipn during 1976 will also 
be business oriented. Bulgaria 
has been enjoying a high rate 
of industrial growth during the 
last few years. The expansion 
of India’s exports to Bulgaria 
is envisaged in the bilateral 
Trade and Payments Agree¬ 
ment between the two coun¬ 
tries. During 1974-75, India's 
experts to Bulgaria amounted 
to Rs 17.1 crores. The major 
items of exports were engineer¬ 
ing goods, jute manufactures, 
leather and leather manufac¬ 
tures, oil cakes, iron ore, 
groundnut, manganese ore, 
spices, tea, coftcc, mica, cot¬ 
ton manufactures, chemicals 
and allied products, rubber 
manufactures and handicrafts. 
The turn-over of trade between 
the two countries is expected 
to be higher during 1976. 

Copper Production 
in 1975-76 

The production of blister 
copper during 1975-76 was 
23,888 tonnes as against 15,801 
tonnes in the previous year re¬ 
cording an increase of 51 per 
cent. The target for the year 
was 23,000 tonnes. The wire 
bar production during the 
same period was 12,765 tonnes 
as against 8,530 tonnes in 
1974-75 showing an increase 
of 50 per cent. The produc¬ 
tion of rolled products re¬ 
corded an increase of 18 per 
cent during 1975-76 with 1950 
tonnes as against 1640 tonnes 
in the previous year. The 
sulphuric acid production was 
25,960 tonnes as against 2,581 
tonnes in the previous year. 
The production of kyantite 
was 30,340 tonnes as against 
29,844 tonnes in 1974-75. 

The monthly production du¬ 


ring March 1976 also recorded 
a sizeable improvement over 
the corresponding month last 
year and also in comparison 
to figures in February 1976. 
The production of blister cop¬ 
per in March 1976 was 3,320 
tonnes, a record production 
figure, as against 3.076 tonnes 
in February 1976 and 3,248 
tonnes in March 1975. The 
production of wire bar dur- 
ingthe same month was 1,126 
tonnes as against 976 tonnes 
in February this year and 850 
tonnes in March last year. 
The Rolled Products were 215 
tonnes in March 1976 as 
against 193 tonnes in Feb¬ 
ruary 1976 and 4 tonnes in 
March 1975. Kyanite pro¬ 
duction in March 1976 was 
2,443 tonnes as against 2 511 
tonnes in March 1975. The 
production of Sulphuric Acid 
during the same month was 
4,231 tonnes as against 1,147 
tonnes in the corresponding 
month last year. 

Hindustan Zinc 

During the year 1975-76, 
Hindustan Zinc Limited pro¬ 
duced 40,843 tonnes of zinc 
concentrates against the tar¬ 
get of 36,600 tonnes. The 
production was 111.5 per cent 
of the target with 104 pzr cent 
capacity utilisation of the 
Plant. The production of zinc 
concentiates during 1974-75 
was 31,313 tonnes against the 
target of 35,000 tonnes. In re¬ 
lation to the production in 
1974-75 the production dur¬ 
ing 1975-76 was 130.6 per cent. 
The production of lead con¬ 
centrates during 1975-76 was 
14,469 tonnes against the target 
of 12,200 tonnes and was 118.8 
per cent of the capacity utili¬ 
sation. The production was 
125.2 per cent of the produc¬ 
tion of 11,548 tonnes in 1974- 
75. 

The output of zinc cathodes 
during 1975-76, was 17,533 
tonnes against the target of 
16,000 tonnes and the produc¬ 
tion of zinc ingots was 16,031 
tonnes against the target of 
14,750 tonnes, and 13,952 ton¬ 
nes production in the previous 
year. The production of lead 
during 1975-76 was 5,155 ton¬ 
nes against the target of 6,000 
tonnes and the production of 


4,109 tonnes in 1974-75. The 
utilisation capacity for lead 
production was 128,9 per cent. 

Since the declaration of em¬ 
ergency in June 1975, the pro¬ 
duction of zinc had been step¬ 
ped up considerably. The pro¬ 
duction statistics for this period 
in regard to the increase in 
production indicate that the 
production of zinc during July 
1975 and February 1976 (eight 
months period of emergency) 
increased by 4,633 tonnes over 
the previous eight correspond¬ 
ing months i.e. f October 1974 
to June 1975. This works out 
to an increase of 32 per cent. 

Offtake of Rock 
Phosphate 

Rajasthan State Mines and 
Minerals Limited plans to 
double the offtake of rock- 
phosphate from its Jhamar 
Kotra mines during 1976-77 
to meet the increased demand 
of the feitiliserand phosphoric 
acid industries. Against sup¬ 
plies of 260,000 tonnes of rock 
phosphate in 1975-76, it is pro¬ 
posed to increase the sale to 
five lakh tonnes in the current 
year. Mr I.C. Jhingran, 
Mannging Director of the 
Company, a Rnjasthan gov¬ 
ernment undertaking, stated 
recently that the total require¬ 
ment of rock phosphate in the 
current year has been estimtat- 
ed at 1.2 m ; Ilian tonnes against 
an estimated consumption of 
770,000 last year. While in 
1975-76 the Jhamar Kotra 
mines met about 34 pz r cznt 
of the total requirement, this 
year their contribution would 
go up to nearly 40 per cent. 

The Agriculture ministry 
has envisaged a considerable 
increase in the consumption of 
phosphatic fertilisers. Against 
a consumption of 490,000 ton¬ 
nes of phosphatic nutrient last 
year, the consumption this 
year is expected to rise to 
nearly 550,000 tonnes. The 
phosporic acid manufact ui ers, 
who consume about 75 per 
cent of the total rock phos¬ 
phate, have also started using 
Jhamar Kotra rock phosphate 
in increasing proportions. The 
Trombay unit of the Fertiliser 
Corporation of India has com¬ 
pletely changed over to the in¬ 
digenous rock phosphate. 


Hindustan Copper Limited* 
Khetri, has used this rock suc¬ 
cessfully and is going to emerge 
as a big buyer of the material In 
the current year. 

Crude Carrier 

With the acquisition of the 
second large crude carrier 
of 2,73,000 DWT (1,40,000 
GRT) from Yugoslavia, 
Indian shipping tonnage shot 
up to 4.674 million GRT 
on February 29. The VLCC 
hristianed “M.T. Koyali”, 
has been acquired by the ship* 
ping Corporation of India. The 
country has a total of 334 
ships of which 259 are engaged 
in the overseas trade, and the 
rest in coastal shipping. There 
has been an overall increase 
in traffic handled by major 
ports during the month of 
January and February as com¬ 
pared with the figures for the 
preceding months. The Total 
traffic handled during January 
was 6.18 million tonnes and in 
February, 6.17 million tonnes 
compared to 5.64 million ton¬ 
nes handled in December. 

Indian Velvet Abroad 

Export growth of velvet 
indicates growing popularity 
in international markets. In 
1974-75, the foreign exchange 
earning was Rs 1.94 crores. 
In fact, during 1973-74 the 
exports were as high as Rs 2.70 
crores. The exports rose 
to this level from Rs 1.9 cro¬ 
res in 1972-73, Rs 1.02 crores 
in 1971-72 and Rs 65 lakhs in 
1970-71. Over 40 countries 
imported Indian velvet during 
1974-75. (JSA constituted 
the principal consumer having 
imported worth Rs 46.2 lakhs. 
Yugoslavia closely followed, 
having purchase at Rs 36.7 
lakhs. 

Names in the News 

The Karnataka University, 
conferred on Mr Sfuratllal K. 
Somaiya, Leading Industrialist 
of Bombay, the Honorary 
Degree of D.Sc. (Doctor of 
Science). A special convoca¬ 
tion was held at Dharwar to 
honour Somaiya, for his 
distinguished work in the field 
of Trade, Industry and Agri¬ 
culture and for providing 
leadership in Management. 
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COMPANY 

AFFAIRS 


Industrial Cabins 

Industrial Cables (India) Ltd 
has reported further impressive 
progress during the year ended 
October 31, 1975. The turn¬ 
over recorded a spectacular 
rise to Rs 9.80 crores and it 
outstripped the previous year’s 
encouraging performance by 
as much as Rs 3.18 crores or 
by 48 per cent. The net pro¬ 
fit, before taxation, too more 
than trebled to Rs 82.81 
lakhs from Rs 25.06 lakhs in 
1973-74. The directors have 
recommended a dividend of 12 
per cent on equity shares as 
well as dividend on the first and 
the second issue of preference 
shares. The proposed equity 
dividend will absorb Rs 5.65 
lakhs. 

But for the unsatisfactory 
working of the steel wire unit 
due to severe power shortage 
and initial teething troubles, 
the company could have achi¬ 
eved still better results. The 
company has made arrange¬ 
ments for the installation of a 
diesel generating set and of 
balancing equipments at the 
steel wire unit to overcome the 
deficiencies. 

Uptrend in Exports 

The company continued to 
maintain its uptrend in ex¬ 
ports during the year, its ex¬ 
ports more than doubling to 
Rs 3.28 lakhs from Rs 1.62 
lakhs in 1974. The commend¬ 
able perfoimance in exports 
has enabled the company to 
bag a certificate of merits from 
Engineering Export Promotion 
Council. Moreover, it is en¬ 
couraging to note that the 
company has bagged another 
award recently from the 
Cables and Conductors Manu¬ 
facturers Association. 

The company is going ahead 
full stream with its expansion 
and diversification program¬ 
mes. It has already obtained 
an industrial licence for the 


manufacture of railway signall¬ 
ing and control cables. The 
details of this project are being 
worked out. The company 
is also making satisfactory 
progress in the imple¬ 
mentation of the project for 
the manufacture of grooved 
copper contact wires used by 
the railways. 

Central India Spinning 

Central India Spinning, 
(Weaving) and Manufacturing 
Company Ltd has incurred a 
loss of Rs 23.09 lakhs, after 
providing for depreciation 
during the year December 31, 
1975. After adjusting the 
the balance of Rs 18.13 lakhs 
in the profit and loss account 
of the previous year, and after 
transferring the balance of 
Rs 6-65 lakhs from the general 
reserve account, the net amount 
of loss carried forward on 
December 31, 1975 was Rs 
110.33 lakhs. The main factors 
responsible for the deteriora¬ 
tion were the continuous ancl 
drastic power cuts during the 
year disturbed labour relations 
arising out out of the lay-off 
of woi kers on account of the 
power cut, payment of com¬ 
pulsory lay-off compensation, 
sation, depression in the cotton 
textile market particularly 
for the types of cloth manu¬ 
factured by the company, 
increased borrowings*due to 
unsatisfactory operating con* 
ditions and the continuance 
of the government’s controlled 
cloth scheme which required 
substantial payments to be 
made for the purchase of 
quotas, thereby increasing 
losses for the year 

With a view to mitigating 
the difficulties arising out of 
the frequent power cuts, it 
was decided to instal diesel 
generating sets, which would 
meet about 14 per cent of the 
normal requirements of power. 
These sets were installed and 


put into operation towards the 
end of the financial year under 
review. 

Considerable progress was 
also made during the year in 
the implementation of the 
paper project which is taken 
up as a measure of diversifica¬ 
tion of the company’s activi¬ 
ties. Arising out of the mar¬ 
ginal increase the capacity in 
the capacity of the paper pto- 
ject, *he total estimated cost 
has increased from Rs 70 
lakhs to Rs 90 lakhs and steps 
are being taken to m^et the 
additional requirements of 
funds by means of a private 
issue of a debentures. 

Gwalior Rayon 

The Gwalior Rayon Silk 
Mfg. (Wvg) Co. Ltd. is happy 
to announce that it has suc¬ 
cessfully met the acid test us¬ 
ually set for reputed inter¬ 
national suppliers—guaran¬ 
tees in respect of standard 
and quality of production as 
consumption of raw materials 
—for the plant, machinery 
and technical know-how they 
provide for turn-key projects. 
Messrs. Sejm Rayon Co Ltd 
of Seoul, Republic of Korea, 
has telexed Gwalior Rayon, 
after a week-long performance 
test from March 22, that it is 
fully satisfied with the turnout 
as well as input consumption 
of the 30-tonne-a-day staple 
fibre plant which Gwalior 
Rayon has supplied to it 
together with ancillary equip¬ 
ment and technical know-how. 

These technical guarantees 
formed part of the $7 million 
contract which Gwalior Rayon 
secured in the face of stiff 
global competition from Mes¬ 
srs. Sejin Royon in July 1974 
and produced the break¬ 
through for India in the ex¬ 
port of specialised chemical 
engineering and technology 
for the production of rayon 
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staple fibre. Gwalior Rayon 
fulfilled its contractual obliga¬ 
tions inrespect of shipment 
of m .chinery and equipment 
within th- si pula ted time and 
the plant was erected four 
months later under direct 
supervision by its own techni¬ 
cians. The plant commenced 
trial run. s m two months 
ago. 

Gwalior Rayon, which has 
made the country self-suffi¬ 
cient in plant and machinery 
for the manufacture of rayon 
filament, staple fibre and pulp, 
had earlier commissioned a 
similar plant with a produc¬ 
tion capacity of 20 tonnes of 
staple fibre per day for South 
India Viscose Ltd. Gwalior 
Rayon is now shipping staple 
fibre machinery and equip¬ 
ment for its joint venture in 
Bangkok. 

Philips India 

In 1930 Philips India start¬ 
ed its activities as small sales 
organisation with just 75 peo¬ 
ple and modest turnover of 
Rs 6 lakhs. Over the years it 
has grown into a gigantic and 
dynamic organisation with tin 
factories, offices a d ware¬ 
houses in various parts of the 
country. In these 45 years, 
the number of employ es has 
gone up to over 7700 and the 
turnover to the fantastic figure 
of over Rs 60 crores. It is 
marketing its products on. a 
national sc;.le through a net¬ 
work of some 4000 d alers. 
The company is also associat¬ 
ed with over 560 ancillary 
suppliers, most of whom 
are in the. small and medium 
scale sectors. Three of Philip 
Irdia's twelve research and 
development laboratories arc 
devoted primarily to helping 
small scale units engiged in 
the manufacture of electronic 
equipment. 

From the very beginning 
Philips India niatL- the best 
use of opportunities available 
to participate in the main¬ 
stream of the economy. It has 
installed component manufac¬ 
turing facilities both in the 
lighting and electronics areas. 
These facilities not only serve 
Philip India's own require¬ 
ments bin also h<. Ip meet the 
growing requirements of the 
industry as a whole. The com- 
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pany thus has been instrumental 
to a gieat extent in a ssisting 
the devjiopmcnt of the light¬ 
ing and electronics industries 
in the country. The full-fledg¬ 
ed manufacture of Philips’ 
provisional electronic equip¬ 
ment began with a new fac¬ 
tory at Bombay in 1961 The 
telecommu nicai ion factory 
was established at Calcutta in 
1964. These developments 
accelerated the pace of import 
substitution as well as exports. 

The company’s earnings 
from exports have increased 
steaduy over the years, keep¬ 
ing stride with its expansion, 
integration and diversification. 
The company became a net 
foreign exchang earner in 1974 
itself when its s Ac s overseas of 
its products and comp>nents 
touched the all-lim; figure of 
Rs 3.4 crorcs. Its products 
are exp >rtcd to over 30 coun¬ 
tries, l'r >m Australia to Cze¬ 
choslovakia, Kuwait to Argen¬ 
tina and Canada to Nigeria. 
What is m>ro the company 
has already submitted 14 pro¬ 
jects to the government, out 
of which eight arc 100 per cent 
export-or iemed, two arc 90 
pzv cent and the rest are bet¬ 
ween 40 and 60 per cent. 
When these projects arc at 
full production capacity Phi¬ 
lips India’s export earnings 
will be around Rs 10 crores. 

Import Substitution 

Over the years Philips India 
has set the pace for import 
substitution and innovation in 
the design and technology of 
materials, components and 
products. The vital force be¬ 
hind the company’s efforts in 
these directions is provided by 
its twelve research and deve¬ 
lopment laboratories with a 
capital investment of about 
Rs 1.5 crores, an annual bud¬ 
get of over rupees one crore 
and a staff of approximately 
4'0, of whom som: 370 are 
trained :nginucrs and scien¬ 
tists. A major import substitu¬ 
tion achievement is that the im¬ 
port content of Philip India’s 
products is now only 4.1 per 
cent of the average cost of 
production. Today the com¬ 
pany’s research and develop¬ 
ment resources also provide 


the major support to its ex¬ 
port programme. 

Ashok Leyland 

In spite of the economic 
problems in~gcneral and par¬ 
ticularly the severe power cuts 
experienced in Tamil Nadu, 
Ashok Leyland had yet an¬ 
other year of record p;rfor- 
mance. During the year end¬ 
ed September 30, 1975, the 
company sold as many as 7765 
vehicles. Sales of engines and 
spare parts were also at re¬ 
cord levels during 1974-75. 
Despite the impressive increase 
in sales, due to increased 
costs in all areas, the record 
p ofit before tax represented 
only 10.3 per cent of sales 
value. The directors have re¬ 
commended a dividend of 75 
paise per equity share (15 p^r 
cent) for the yc ir out of which 
a dividend of 60 paise per 
equity share will b-' paid im¬ 
mediately while the balance 
will be paid in two equal ins¬ 
talments on deferred basis 
with eight per cent interest 
per annum. It is gratifying 
to note that this is the first 
time a dividend of 15 percent 
has been declared. Besides a 
bonus issue in the ratio of one 
for five has been recommend¬ 


ed, subject, of course, to the 
consent of the appropriate 
authorities. The bonus issue, 
again, is for the first tims in 
history of the company. The 
resultant increase in the issued 
and paid-up capital of the 
company would more realis¬ 
tically approx.mate to the 
capital employed in the busi¬ 
ness. 

Expansion Programme 

Every effort is being made 
to complete the expansion 
programme as quickly as pos¬ 
sible. During the current year 
financing arrangements for the 
expansion will be negotiated 
and finalised. Steps have also 
been taken to step up the pro¬ 
duction of its main model the 
Cornel/Viking once again—. 
this lime with a further in¬ 
crease of eight per cenk— from 
April 1, 1976. 

An all-out effort was also 
made by the company to cap¬ 
ture markets for its products 
overseas. Consequently ex¬ 
port earnings increased ten¬ 
fold from Rs 55 lukhs in the 
previous year to Rs 557 lakhs. 
New export markets are being 
continuously explored and 
every effort is being made to 


improve performance on the 
. export front. 

The year under review was 
an year of commendable achi* 
cvcments for the Research 
and Development Department. 
In addition to developing pro¬ 
totypes and sp. cial models to 
suit particular export markets, 
the company has introduced 
into the home market a new 
vehicle, the Ashok Viking hit¬ 
herto sold only in overseas 
maikets. The vehicle has a 
greater passenger carrying 
capacity with reduced fuel 
cost. These were highlighted 
by Mr S. Rarganathan, the 
Chairman of Ashok Leyland 
Lid., whil; addressing the 
annual general meeting of the 
company held recently in 
Madras. 

The chairman also expressed 
concern over the fall in de¬ 
mand for vehicles particularly 
those which aie petrol driven. 
There is no doubt, recession in 
the passenger car industry as 
is evident from the fact that 
there is drop in sales by over 
40 per cent in 1975 as com¬ 
pared to 1973. The passenger 
car industry, as such, is sick 
and it cannot become viable, 
according to the chairman, 
without the active assistance 
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The splendid fleet of India Steamship Co. 
le holding high India's name in different 
ports of the World for speed and efficiency. 

INDIA STEAMSHIP CO., LTD. 
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from the government. As far 
as the commercial vehicle is 
concerned, the demand is 
stagnating around 40,000 vehi¬ 
cles, which .by all standards, is 
a meagre one. The chairman 
therefore made a strong plea 
to the government to ensure 
the growth of this industry 
commensurate with the plan¬ 
ned economic development of 
the country. 

Gujarat State Fertilizers 

The site for Rs 225-crorc 
new fertilizer project sponsor¬ 
ed by Gujarat State Fertili¬ 
zers Company has been select¬ 
ed. The new prestigious pro¬ 
ject will be located at a dis¬ 
tance of six kilometres north 
of Broach near Chavaj village 
on a plot out of the 1,000 
acres area earmarked for ac¬ 
quisition by the state govern¬ 
ment. A separate company 
will be floated jointly by 
GSFC and the slate govern¬ 
ment and the name of this new 
company will be Gujarat 
Narmada Valley Fertilizer 
Company Limited. The new 
company will have a board of 
12 directors out of which two 
each will be nominated by 
GSFC and state government 
and eight directors will re¬ 
present the interest of finan¬ 
cial institutions and farmers. 
The project wll be completed 
by 1979-80. and when com¬ 
missioned, it will save the 
country foreign exchange 
worth Rs 120 erores every 
year. 

German Remedies 

German Remedies Limited 
proposes to issue bonus shares 
in the ratio of one share for 
every two shaics held by capi¬ 
talising Rs 42.50 lakhs from 
reserves. Besides the direc¬ 
tors of the company have re¬ 
commended a higher equity 
dividend of Rs 120 per share 
as against a rupee per share 
declared in the previous year. 


The company has reported ex¬ 
cellent working results during 
the year with sales spurting 
from Rs ,6.52 erores to Rs 8.11 
erores and gross profit leaping 
to Rs 106.70 lakhs from 
Rs 66 65 lakhs in 1974. Out of 
the gross profit, the directors 
have allocated a sum of 
Rs 11.58 lakhs to depreciation 
reserve as against Rs 11.41 
lakhs in the earlier year while 
no allocation has been made 
for development rebate reserve 
as against Rs 2.11 lakhs pro¬ 
vided previously. Taxation 
absorbed Rs 60.80 lakhs as 
against Rs 29.50 lakhs in the 
previous year. The net profit 
aftei these allocations was still 
appreciably higher at Rs 34.32 
lakhs as compared to Rs 23.63 
lakhs in 1974. A sum of 
Rs 34.32 lakhs was transferred 
to general reserve as against 
Rs 23.63 lakhs a year ago. The 
proposed dividend will absorb 
Rs 10.20 lakhs and it will be 
paid out of the general re¬ 
serve. 

Shree Ram Mills 

Shrcc Ram Mills has suffe¬ 
red a severe set back in its 
working during 1975. Al¬ 
though sales have gone up 
from Rs 13.10 erores to 
Rs 14.59 erores the working of 
the company during the year 
has resulted in a loss of 
Rs 91.42 lakhs as against a 
gross profit of Rs 32.44 lakhs 
in 1974. After adjustments a 
debit balance of Rs 59.33 
lakhs has been carried for¬ 
ward. 

The operations in the textile 
division during the first half 
of J 975 emailed a heavy loss 
due to indiffeient market con¬ 
ditions and severe power cuis. 
The loss in the second half of 
the year was comparatively 
lane. The increased control¬ 
led cloth obligations, how¬ 
ever, contributed to the unsa¬ 
tisfactory working results. In 


the engineering division the 
foundry turned the corner foi 
the first time in many years 
and shaved substantial profits. 
The machine tool accessories 
division continued to languish 
due to recessionary trends in 
the engineering industry. 

News and Notes 

Cement production in the 
north-eastern region will get 
a furtner fillip with the com¬ 
missioning of the limestone 
crushing plant of a capacity 
of 200 tonnes per hour for 
the cement works of Cement 
Corporation of India at 
Bokajan in Assam. The plant 
is capable of crushing the 
run-of-mine limestone from 
750 mm to below 25 mm size. 
The plant is the first of its 
kind in the north-eastern 
region and has been imple¬ 
mented by Engineering Pro¬ 
jects (India) Ltd (EPI). a 
leading prime contracting 
company in the public sector. 
The main feature of ihc plant 
is the sophisticated equipment 
installed by EPl. All the 
mechanical equipment is elec¬ 
trically interlocked and is 
operated from a centralised 
control station. EPI has suc¬ 
cessfully completed six pro¬ 
jects including two overseas 
assignments. The company 
has in hand 42 projects of the 
total value of about Rs 1,600 
million including 12 export 
orders valued at about Rs 400 
million. 

The Association of Indian 
Dry Cell Manufacturers, which 
includes five newly-established 
manufacturers producing 
metal jacket batteries, has 
urged the government io pro¬ 
vide further relief in excise 
duty to them. These Com¬ 
panies include Toshiba 
Anand, Punjab Anand, 
Lakhanpal National, Indo 
National and Madhya Pra¬ 
desh Industries Ltd. (J.K.). 


Each of these units are com¬ 
paratively small with a capa¬ 
city of 60 million cells per 
year. 

It is due solely to the efforts 
of these new manufacturers 
that the latest technological 
advance in the manufacture 
of dry cells has been brought 
to India to produce metal 
jacketed dry cells which are 
far superior to the paper clad 
or acetate laminated paper 
clad batteries in terms of 
appreciably higher perfor¬ 
mance life, high shelf life, far 
better leak-proof ness and con¬ 
sistency in service. The metal 
clad batteries also give addi¬ 
tional protection to the equip¬ 
ment in which they are used. 
The metal jacket is not merely 
a container but is an integral 
part of the latest technology. 
Although the cost of the metal 
jacket batteries is marginally 
higher initially, they are 
cheaper to the consumer be¬ 
cause of higher life and better 
performance. In fact, metal 
jacket batteries all over the 
world, including the develop¬ 
ing countries, have become 
and arc fast becoming a com¬ 
mon man's cell. 

The new units suffer from 
higher inves. merit costs as 
compared io the old ones and 
they were suffering because 
of high incidence of excise 
duty due to its being ad 
valorem. They also had to 
face severe competition from 
old units including a multi¬ 
national [corporation having 
a production capacity of al¬ 
most 8 to 9 limes. The recent 
marginal reduction of excise 
duty by 5 per cent ad valorem 
has not even equalised the 
incidence of excise duty.on 
the finished dry cell on the 
metal jacket batteries as com¬ 
pared to the paper clad cells. 
In addition to the above, the 
metal clad batteries have to 
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bear a much higher incidence 
of excise duty on raw mate¬ 
rials and components because 
of higher quality and high 
priced inputs It was with 
the deliberate intention of 
diversifying the dry cell 
manufacture that the govern¬ 
ment had licensed a number 
of new small units and they 
have brought the latest techno¬ 
logy, backed by experience 
of famous companies of Japan 
like National, Toshiba and of 
West Germany like Varta. 

The market survey shows 
that the commonman’s pre¬ 
ference is to buy metal clad 
batteries but finds high cost of 
these cells a deterrent. The 
incidence of government 
levies in the shape of excise 
duty on raw materials and 
finished products is nearly 70 
paise in a cell which is avail¬ 
able to the consumer at a 
price around Rs 2. The in¬ 
dustry, has therefore, urged 
a reduction of import duty 
on raw materials for the in¬ 
dustry as well as a further 
relief of excise duty for metal 
jacketed dry cells, in order 
to bring it within the reach of 
the common man. 

It may be noted that not 
only the entire recent relief 
received by the metal jacket 
batteries in the excise duty 
has been passed on to the 
consumer but the consumer 
price has been reduced by 
atleast double of the relief 
received. 

The industry sources said 
that it is not correct to state 
that the transistor is not a 
a common man’s item. The 
metal clad transistor batteries 
are also used in torches and 
transistors besides being much 
more effective in sophisticated 
instruments. Both transistors 
and torches are the common 
man’s item where the metal 
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money. 

New Issues 

Meena Air Products will 
issue on April 22, 2.34 lakh 
equity shares of Rs 10 each and 
6,000—11 per cent cumulative 
redeemable preference shares 
ofRslOO at par. The pro¬ 
ceeds will be utilised for 
financing partly the company's 
Rs 1.20 crores oxygen project 
being set up at Taloja (Maha¬ 
rashtra). The installed capa¬ 
city will be 900,000 cubic 
metres of oxygen gas and 
150,000 cubic metres of acety¬ 
lene gas per annum. The 
plant is expected to be com¬ 
missioned in the lasl quarter 
of 1970. Since the plant is 
surrounded by mini-stccl 
plants, engineering units and 
ship-breaking industries which 
are bulk consumers of these 
gases, iht company does not 
anticipate difficulty in mar¬ 
keting its products. 

Jaipur Glass and Potteries 
Works, an existing company 
having a plant at Jaipur manu¬ 
facturing crockeries and 
paper bricks and trading acti¬ 
vities in paper, proposes to 
issue 1.10 lakh equity shares of 
Rs 10 each at par. Besides, 
28,000 equity shares will be 
offered for sale by the existing 
share-holders to comply with 
the stock exchange regulations 
for enlistment. The proceeds 
of the issue will be utilised 
partly for reducing the com¬ 
pany's borrowings and partly 
to meet the requirements for 
modernisation and additions 
to the existing plant. The 
company's working in the past 
few years is quite satisfactory 
and showing encouraging 
results, but due to its past 
accumulated losses, the capital 
has been reduced substantial¬ 
ly. 


Capital and Sonin Ustias 

Consent has been granted to 
seven companies to raise capi¬ 
tal of over Rs 99 million. The 
details are as follows: 

The United India Fire & 
General Insurance Co Ltd, 
has been accorded consent, 
valid for three months, to 
capitalise Rs 36,251,430 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 5 each as bonus shares in the 
ratio of one bonus share for 
everyone equity share held. 

Stanes Tyre & Rubber Pro¬ 
ducts Ltd, has been accorded 
consent, valid for three 
months, to capitalise 
Rs 1,125,060 out of its general 
reserve of one bonus share 
for every one equity share 
held. 

Nilhat Shipping Company 
Limited, Calcutta, has been 
granted consent, valid for 
12 months, for the issue of 
preference shares of Rs 6 mil¬ 
lion to financial institutions/ 
bank so as to improve the 
debt eqity ratio as per the 
stipulation of SDFC. 

Ocean Carriers Private Limi¬ 
ted, has been accorded con¬ 
sent, valid for three months. 


to.,dapitaiise Rs i i 0,600 out 
of fts general reserve and 
issue fully paid equity shares 
of Rs 100 each as bonus 
shares in the ratio of one 
bonus share for every one 
equity share held. 

National Insurance Company 
Ltd Calcutta, has been accor¬ 
ded consent, valid for three 
months, to capitalise 
Rs 29,030,450 out of its general 
reserve and issue fully paid 
equity shares of Rs 5 each as 
bonus shares in the ratio of 
one bonus share for each 
equity share held. 

Televista Electronics (Pvt) 
Limited, has been accorded 
consent, valid for three 
months, to capitalise 
Rs 819,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each as 
bonus shares in the ratio of 
one bonus share for every one 
equity share held. 

Industrial Reconstruction 
Corporation of India Limited, 
Calcutta, has been accorded 
consent, valid for 12 months, 
for the issue of bonds of 
the value of Rs 25 million, 
with a right to retain 10 per 
cent, of the notified amount. 


Dividends 

(Per cent) 

Equity dividend dec¬ 
lared for 

Name of the Company Year ended -—-- 

Current Previous 
year year 


Higher Dividend 
Rallis India 

August 31,1975 

15.0 

12.0 

Molins of India 

December 31, 1975 

10.0 

Nil 

Same Dividend 
Deepak Nitrite 

October 31, 1975 

12.0 

12.0 

Amar Dye Chem 

December 31, 1975 

12.0 

12.0 

Goodlass Nerolac 

December 31, 1975 

20.0 

20.0 

Highland Produce 

December 31,1975 

12.0 

12.0 

Reduced Dividend 
Kirloskar Oil Engi¬ 
nes 

June 30, 1975 

6.5 

7.0 

Sakthi Sugars 

June 30, 1975 

Nil 

12.0 

Shree Madhusudan 
Mills 

June 30, 1975 

Nil 

5.0 

Empire Industries 

December 31,1975 

10.0* 

20.0 

*on. the enlarged capital. 
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Central 
government 
public enter¬ 
prises; 1974-75 

According to the Annual Re¬ 
port on the working of the 
industrial and commercial 
undertakings of the central 
government for the year 
1974-75, there were ^under¬ 
takings under construction 
and in running stage, which 
were directly under the manage 
ment of the Central Govern¬ 
ment. In 1973-74, the total 
number of enterprises was 122 
and in 1972-73 the number 
was 113. 

Total Investment 

The total investment (equity 
and long term loans) in the 
129 concerns in 1974-75 amoun¬ 
ted to Rs 7,261 crores as 
against Rs 6,237 crores in the 
122 enterprises in 1973-74 
land Rs 5,571 in the 113 enter¬ 
prises in 1972-73. These in¬ 
vestment figures do not in¬ 
clude amounts secured by the 
enterprises under cash-credit 
arrangement with the banks 
and the deferred credits from 
foreign suppliers. The annual 
rate of growth of investment 
in the latest year 1974-75 over 
the preceding year worked out 
at 16 per cent as against the 
annual rates of 12 per cent and 
10 per cent in 1973-74 and 

1972-73. - 

The names of the enterpris¬ 
es, the administrative minis¬ 
tries responsible for their 


managements and the total 
investments therein are given 
in Anaexure I. The list 
includes eight enterprises 
under construction, three in¬ 
surance corporations and four 
companies registered under 
Section 25 of the Companies 
Act (i.c* the non-profit making 
companies). Of the ^enter¬ 
prises, 121 were running enter¬ 
prises and of these the. perfor¬ 
mance review contained in 
various paragraphs relates to 
120 running concerns {exclud¬ 
ing SAIL which is the holding 
company for steel and certain 
other companies engaged in 
cognate activities). 

Net Profit 

The 120 operating enter¬ 
prises collectively earned a net 
profit before tax aggregating 
to Rs 312.48 crores. After 
payment of income tax by the 
profit making companies aggre¬ 
gating to Rs 128.93 crores, 
the net profit after tax amounts 
to Rs 183.55 crores. This is 
as against Rs 64.42 crores in 

1973- 74 and a net profit of 
Rs 17.83 ciores in 1972-73. 

On a capital employed 
of Rs 6,627 crores as 
on March 31, 1975 the gross 
profit after providing for 
depreciation and deferred 
revenue expenditure amounted 
to Rs 559.21 crores. The* re¬ 
turn on capital employed 
workes out to 8.4 per cent. 

Net profit after tax as per¬ 
centage on year end paid up 
capital however, improved 
significantly from 1.9 per cent 
in 1973-74 to 4.9 per cent in 

1974- 75. 

The sales turnover of the 
enterprises during 1974-75 
amounted to Rs 10,217 crores 
as against Rs 6,777 crores in 
1973-74 registering a 51 per 
cent increase. The turnover 
as a percentage of capital em¬ 


ployed improved from 128.9 
per cent in 1973-74 to X54J2 
per cent in 1974-75. 

The value of inventories 
held by running concerns as 
on March 31,1975 amounted 
to Rs 3,269 crores or 3.9 
months cost of production 
turnover as against Rs 2,518 
crores or 4.3 months cost of 
production in the previous 
year. 

Foreign exchange earnings 
through exports of goods and 
trading amounted to Rs 1,091 
crores as against Rs 675 crores 
in 1973-74, and Rs 520 crores 
in 1972-73. 


During the fourth Plan 
period ending 1973-74 the 
contribution to the public ex¬ 
chequer by way of dividends, 
interest, income-tax, and ex¬ 
cise duty amounted to Rs 3120 
crores. Their contribution to 
the exchequer during the year 
1974-75 amounted to Rs 1,130 
crores as follows: 


(Rs crores) 


Dividends 

20 

Interest 

133 

Income tax 

129 

Excise Duty 

848 

Total: 

1,130 


Internal resources generated 
by the public enterprices during 
the fourth Plan amounted 
to Rs 1,260 crores as against 
the target of Rs 1265 crores— 
99.6 per cent achievement. 
In the first year of the fifth 
Plan i.e. 1974-75 the actual 
internal resources generated 
amounted to Rs 580 crores as 
against the Plan Target (Draft) 
ofRs 553 crores per annum, 
an achievement of 105 per 
cent. 

There has been an improve¬ 
ment in the capacity utilisa¬ 
tion in the manufacturing 
group of industries. A study 
of 106 units showed that 54 
had recorded capacity utilisa- 


Net profits before tax 
Tax 

Net profits after tax 


tion of more than 75 per cent 
as against 45 in the previous 
year. Capacity utilisation in 
27 units was ranging between 
50-75 per cent in 1974-75 as 
against 23 in the previous year. 
Only 16 units operated below 
50 per cent capacity utilisation 
during the year, the same num¬ 
ber as in the previous year. 


Groupwise analysis shows 
that the capacity utilisation 
was the highest in transpor¬ 
tation and petroleum groups, 
the position in respect of 
chemical group as a whole 
was satisfactory and in respect 
of other groups the picture 
was one of mixed pattern. 
Coming low in the scale is 
the heavy engineering group 
where 5 out of 12 operating 
units were utilising less than 
50 per cent of their capacity. 

The total number of em¬ 
ployees in the various groups 
of undertakings was 14.08 
lakhs in 1974-75 as against 
13.44 lakhs in 1973-74. This 
does not include data relating 
to nine subsidiaries of National 
Textile Corporation accounting 
for about 1.6 lakhs employees. 
The total employees in 1972-73 
numbered 9.32 lakhs. The 
increase in employees in 

1972- 73 numbered 9.32 lakhs. 
The increase m employment in 
1974-75 and 1973-74 was 4.7 
per cent and 44.2 per cent 
respectively. In 1973-74 the 
total outgo on account of 
salary and wages and other 
benefits including bonus was 
Rs 749.15 crores which rose 
to Rs 1053.35 crores in 1974- 
75 registering a 40.6 per cent 
increase over tie previous 
year. 

The average annual emo¬ 
luments earned by an em¬ 
ployee in 1974-75 was 
Rs 7,481 against Rs 5,572 in 

1973- 74. 

The total gross expendi¬ 
ture amounted to Rs 357.90 


312.48 148.68 81.03 

128.93 84.26 63.20 

183.55 64.42 17.83 


Table I 

Net Profit Before and After Tax (Rs crores) 
~~~~ 1974-75 1973-74 1972-73 
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Tabu II 

Fire Year Profile of Public Enterprises : 10 Industries 


1970-71 1971-72 1972-73 1973-74 1974-75 Top Ten Enterprises 1b Terns of Tmuover as om Mare! 31,1979 


erores) 

4,682 

5,052 

5,571 

6.237 

7,261 

Turnover (Rs cro- 
res) 

Gross Profit (Rs 

3,309 

3,974 

5,299 

6,777 

10,217 

erores) before in¬ 
terest and tax 

146 

172 

245 

273 

559 

Net Profit (Rs ero¬ 
res) (before tax) 

Net Profit/loss (Rs 

20 

22 

83 

149 

312 

erores) After tax; 
Internal Resources 

(-) 3 (- 

-) 19 

18 

64 

184 

(Rs erores) 
(generated) 

204 

215 

260 

387 

580 

Return on capital 
(%) employed 

Return on paid-up 

3.9 

3.9 

5.1 

5.2 

8.4 

capital (%) 
Employment (No. 

L 

6.60 

L 

7.01 

0.6 

9.32 

1.9 

13.14 

4.9 

lakhs) 

14.08 

Expenditure on Employees 





(a) Salaries and 






wages etc. (Rs 
erores) 

361 

415 

541 

749 

1,053 

(b) Expenditure on 






social benefits A 
housing (Rs ero¬ 
res) 

34 

34 

41 

53 

73 


395 

449 

582 

802 

1,126 


Name of the Enterprises 


Gross Sales 
Turnover 
(Rs erores) 


%age of 
total 


Top Ten Enterprises In Terms of Investment During 1974-75 


Name of the Enterprises 


Bokaro Steel Ltd. 

Hindustan Steel Ltd. 

Fertilizer Corpn. ot India 
Shipping Corpn- of India Ltd. 

Coal Mines Authority of India Ltd. 
Heavy Engineering Corpn. Ltd. 
National Coal Development 
Corpn. Ltd. 

Bharat Heavy Electricals Ltd. 

Food Corpn. of India Ltd. 

Oil A Natural Gas Commission 

Total for the Ten Enterprises 

Total for all Enterprises 


Amount 
(Rs erores) 

%age of 
total 

*.046 

14.4 

1,025 

14.1 

599 

8.3 

375 

5.2 

304 

' 4.2 

292 

4.0 

287 

4.0 

265 

3.6 

243 

3.3 

208 

2.9 

4,644 

640 

7,261 

100.0 


Indian Oil Corporation 

Food Corpn. of India Ltd. 

1,967.45 

194 

1.871.36 

18.3 

Hindustan Steel Ltd. 

998.07 

94 

State Trading Corporation 

Minerals A Metals Trading 

797.91 

7.8 

Corporation Limited 

748.56 

7.3 

Bluuat Heavy Electricals Ltd. 

274.01 

2.7 

Madras Refineries Ltd. 

200.21 

2.0 

Coal Mines Authority of India Ltd. 

194.07 

1.9 

Shipping Corpn. of India Ltd. 

192.79 

' 1 1.0 

Oil A Natural Gas Commission 

143.53 

1.4 ’ 

Total for the Tfcn enterprises 

L387.96 

72.4 

Total for all enterprises 

10,217.19 

100.0 

Top Ten Enterprises in Terms of their Profit before Tax 

During 1974-75 



Name of the Enterprises 

(Rs cfores) 


Amount 

Indian Oil Corpn. 


52.14 

Oil A Natural Gas Commission 


50.77 

Bharat Heavy Electricals Ltd. 


48.53 

Hindustan Steel Ltd. 


48.24 

Minerals A Metals Trading Corpn. of India Ltd. 

44.08 

Shipping Corpn. 

Hydro Carbons India (P) Ltd. 


34.55 

22.99 

State Trading Corpn. 


18.61 

Bharat Earth Movers 


9.19 

Hindustan Zinc Ltd. 


9.02 

Top Ten enterprises in Terms of Employment During 1974-75 

Name of the Enterprises 

No. of Employees 

Coal Mines Authority of India Ltd. 


3,11,283 

Bharat Coking Coal Ltd. 


1,82,495 

Hindustan Steel Ltd. 


1,33,056 

National Coal Development Corporation Ltd 

90,644 

Food Corporation of India 


48,525 

Bharat Heavy Electricals Ltd. 


44,700 

Hindustan Aeronautics Ltd. 


39,683 

Bokaro Steel 


31,019 

Fertilizer Corporation of India 


29.128 

Oil A Natural Gas Commission 


22,644 

Top Ten Enterprises in Terms of Tax Provided For During 1974-75 


Amount 

Name of the enterprises 

(Rs. erores) 


Minerals & Metals Trading Corpn. of India Ltd. 30.85 
Indian Oil Corporation 21.50 

Hydro Carbons India Ltd. 18.59 

State Trading Corpn. of India 12.15 

Bharat Heavy Electricals Ltd. 6.00 

Bharat Earth Movers Ltd. 5.75 

Indian Telephone Industries 5.05 

Hindustan Petroleum Corpn. Ltd. 3.76 

Rural Eelbctrification Corpn. Ltd. 3.28 

Cashew Corpration of India 3.09 
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out Qf a total gross fixed assets 
of the public enterprises of 
Rs 7,423.9 crores. The actual 
expenditure on township, 
therefore, constituted 4.8 per 
cent of the total gross invest¬ 
ment in fixed assets. 

Considering the critical 
role of housing in the eco¬ 
nomy, the public enterprises 
have made a significant con¬ 
tribution by adding more 
than 3.07 lakhs houses to the 
total number of housing in 
new areas. 

The public enterprises have 
spent a net amount of 
Rs 31.18 crores on the main¬ 
tenance of townships. In 
addition a sum of Rs 41.76 
crores has been spent on 
social overheads like provi¬ 
sion of education and medical 
care etc. 

The total expenditure on 
employees’ welfare through 
provision of houses, educa¬ 
tion and medical facilities 
amounted to Rs 72.94 crores 
in 1974-75. 


Performance Details 

As on March 31, 1975, the 
overall investment (equity 
and long term loans) amoun¬ 
ted to Rs 7,261 crores. Of 
this total investment equity 


capital accounted for Rs 3,839 
crores and loans Rs 3,422 
crores. The investments 
made by the central and 
state governments and other 
parties is as follows: 

(in crores) 

Central government; 6,437 
State governments 9 

Private parties (Indian) 362 
Private parties 
(Foreign) 453 


The plan-wise and annual 
growth 'trend in investment 
in the Central enterprises is 
presented below 

Performance Results 

The overall performance for 
the year 1974-75 registered a 
significant improvement over 
that of the earlier year. Col¬ 
lectively, the 120 running 
enterprises (excluding enter¬ 
prises under construction, three 
insurance companies, SAIL 
and four companies (registered 
under Section 25 of the Com¬ 
panies Act, 1956) earned a net 
profit (after tax) of Rs 183.55 
crores. Eighty one enterprises 
earned a total profit after tax 


Table IV 

Patera of Investment 

The pattern of Investment by different sectors, inclusive 
of enterprises under construction as at the end of 1974-75 is 
given below: 


Enterprises producing & selling 
Steel 

Minerals & Metals 
Petroleum 

Chemicals ft Pharmaceuticals 
Heavy Engineering 
Medium ft Light Engineering 
Transportation Equipment 
Consumer goods 
Agro based enterprises 


At end of 
1974-75 

Rs crores 
; goods : 

2217.69 

1024.70 
434.57 

1065.91 

692.37 

168.14 

270.22 

82.91 

9.08 


At the end of 
1973-74 . 

Rs crores % 

2028.97 32.5 
872.59 14.0 
360.02 5.8 

818.11 13.1 
674.81 10.8 
146.29 2.3 

227.41 3.7 

67.42 1.1 

9.23 0.1 


Total : 5965.59 82.0 5204.85 83.4 


Service Enterprises 


Trading & Marketing Services 
Transportation Services 
Contracts ft Construction 
Services 

Industrial Development ft 
Technical Consultancy 
Services 

Development of Small 
Industries 
Tourist Services 
Financial Services 
Rehabilitation of sick lndustiies 

Total: 


316.44 

639.63 


309.04 

528.10 


Grand Total 


36.75 0.6 34.12 0.5 

18.26 0.3 17.67 0.3 

169.92 2.3 89.09 1.4 

s 87.37 1.2 33.77 0.5 

1295.06 18.0 1132.29 16.6 

7260.65 100.00 6237.15 100.00 


Table III 


Table V* 


Number of Enteiprises and Their Investment 


Period 

No. of 
enterprises 

Investment 
Rs crores 

As on April 1,1951 (beginning 



of 1st 5-year plan) 

5 

29 

As on April 1, 1956 (beginning 
of 2nd 5-year plan) 

21 

81* 

As April 1, 1961 (beginning of 3rd 
5-ytar plan) 

48 

953 

As on March 31,1966 (End of 3rd @ 
5-Year Plan) 

74 

2,415 

As on 1-4-1969 

85 

3,902 

As on 31-3-1970 

91 

4,301 

As on 31-3-1971 

97 

4,682 

As on 31-3-1972 

101 

5.052 

As on 31-3-1973 

113 

5,571 

As on 31-3-1974 

122 

6.237 

As on 31-3-1975 

129 

7,261 


Profitability of Public Enterprises 



1974-75 

1973-74 

1972-73 

1971-72 

1970-71 

Gross surplus 
Depreciation and 

894 

569 

492 

389 

346 

Amortisation 

Write off of defer- 

305 

259 

235 

207 

187 

led revenue expen¬ 
diture 

30 

38 

12 

13 

13 

Profit before 






interest 

559 

272 

245 

169 

146 

Interest 

246 

124 

162 

147 

126 

Net profit before tax 

. 313 

148 

83 

22 

20 

Tax 

129 

84 

65 

41 

23 

Net profit after tax 

184 

64 

18 (- 

-) 19 (- 

-) 3 

Paid up capital ft Capital Employed: 

Equity 

3770 

3310 

2954 

2742 

2290 

Capital Employed 

Profitability Ratios 

6627 

5256 

4756 

4018 

3754 

Turnover as per¬ 
centage on capital 






employed 154.2 

128.9 

110.6 

98.9 

88-1 

Gross Profit as % 





on capital employed 

8.4 

5.2 

5.1 

4.3 

3.9 

Net profit after tax as 
percentage on equity 4.9 

1.9 

0.6 

Loss 

Loss 


gAftBRN gOQNOMBr 


811 


APRIL 16,1976 



of Rs 322.34 crorcs while 39 
enterprises showed a loss of 
Rs 138.79 crorcs, with the 
resultant figures for all running 
concerns being a profit of 
Rs 183.55 crorcs in the year 
under review as against 
Rs 64.42 crores in 1973-74. 

Surplus before interest,, 
depreciation and tax etc. for 
the year 1974-75 amounted to 
Rs 893.74 crores. 

The table below presents 
the performance of the runn¬ 
ing enterprises for the last 
three years: 

Group-wise Results 

For the purpose of perfor¬ 
mance appraisal, the running 
enterprises have been classified 
into cognate groups on a 
rational basis. The following 
table presents the comparative 
picture of the group-wise 
performance during 1974-75 
and 1973-74: 

Table VI 

Net Investment of Rs 10 
crores and above was made by 
the central government in 
the following enterprises 
during 1974-75: 

Rs crores 


Fertilizer Corporation of 
India 161 

Bokaro Steel Ltd. 142 

Coal Mines Authority of 
India 125 

Shipping Corporation of 
India Ltd. 93 

Rural Electrification Cor¬ 
poration Ltd. 70 

National Textile Corpora¬ 
tion Ltd. 53 

Bharat Aluminium Com¬ 
pany Ltd. 52 

Indian Oil Corporation 44 

Indian Petro-chemicals 
Corpn. Ltd. 38 

Hindustan Petroleum 
Corporation Ltd. 37 

Fertilizers and Chemicals 
<T) Ltd. 25 

Hindustan Copper Ltd. 21 

Cochin Shipyard Ltd. 20 

Hindustan Paper Corpora¬ 
tion Ltd. 15 

Hindustan Steel Ltd. 15 

National Fertilizers Ltd. 15 

National Mineral Develop¬ 
ment Corpn. Ltd. 12 

Total: 938 


TABLB VII 


Working Results of Public Enterprises * . 

(Rs crores) 




1974-75 

1973-74 


Net Profit Net Loss 

Net Profit 

Net Loss 

Group of Enterprises: Production Enterprises: 




Steel 

48.24 

11.65 

4.71 

10.43 


(1) 

(1) 

(1) 

(1) 

Minerals & Metals 

16.66 

82.43 

11.10 

49.61 


(7) 

(6) 

(5) 

(1) 

Petroleum 

94.78 

5.19 

42.08 

— 


(7) 

(D 

(7) 


Chemicals ft Pharmaceuticals 

19.53 

7.20 

4.99 

9.93 


(7) 

(4) 

(5) 

(6) 

Heavy Engineering 

43.40 

8.80 

27.50 

12.40 


(3) 

(5) 

(5) 

(4) 

Medium & Light Engineering 

14.54 

1.57 

10.85 

1.66 


(12) 

(4) 

(10) 

( 6 ) 

Transport Euipment 

12.96 

4.65 

14.07 

3.49 


(5) 

(3) 

(5) 

(2) 

Consumer Goods 

2.25 

3.94 

1.80 

5.08 


(3) 

(4) 

(3) 

(4) 

Agro-based 

1.84 

- - 

1.04 

—- 


(3) 


(3) 



254.20 

125.43 

118.14 

92.60 


(48) 

(28) 

(44) 

(31) 

II. Service Enterprises: 

Trading Marketing 

23.96 

0.32 

19.76 

0.25 


(15) 

(2) 

(10) 

(3) 

Transportation Services 

36.02 

9.11 

16.62 

1.40 


(4) 

(3) 

(4) 

(3) 

Contracts ft Construction 

1.18 

1.25 

1.11 

— 


(3) 

(2) 

(5) 


Industrial Development & Technical 
Consultancy Services 

1.45 

0.01 

1.09 

, 


(5) 

(D 

(5) 


Development of Small Industries 

0.02 

1.47 

0.10 

0.63 


(») 

(1) 

(1) 

(1) 

Tourist Services 

0.76 

0.09 

0.57 

0.17 


(1) 

(1) 

(1) 

(1) 

Financial Services 

3.68 


3.04 

0.15 


(3) 


(2) 

(I) 

Rehabilitation of sick Industries 

1.07 

1.11 

0.32 

1.13 


(1) 

0) 

(1) 

(0 


68.14 

13.36 

42.61 

3.73 


(33) 

(ID 

(29) 

(10) 

Total All Running Concerns 

322.34 

138.79 

160.75 

96.33 


(81) 

(39) 

(73) 

(41) 


183.55 


64.42 



(Figures in brackets indicate the number of enterprises in each group and category). 
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Tabu vm 

Enterprises Whose Profitability Have Shorn aa Improvement as Compared to the Previous Year 

(Rs lakhs) 


Profit 
after tax 
1974-75 

Profit 
before tax 
1974-75 

Profit 
before tax 
1973-74 

Profit 
after tax 
1974-75 

Profit 
before tax 
1374-75 

Profit 
before tax 
1973-74 

Steel 




Agra-Based Enterprises 



Hindustan Steel Ltd. 

4824 

4824 

471 

Banana ft Fruit Dev. Corporation 



Minerals ft Metals 




Ltd. 1 

2 


Hindustan Zinc Ltd. 

902 

902 

450 

National Seed Corporation Ltd. 74 

256 

116 

Indian Rare Earths Ltd. 

90 

233 

94 

State Farms Corpn. Ltd. 109 

109 

39 

National Coal Development 




Trading ft Marketing Services 



Corporation Ltd. 

218 

218 

—659 

Balmer Lawrie Ltd. 11 

25 

19 

Neyveli Lignite Corporation 




Cashew Corporation of India Ltd. 131 

440 

395 

Ltd. - 

1177 

-1177 

-1216 

Central Warehousing Corporation 95 

124 

123 

Pyrites, Phosphates & 




Electronics Trade & Technological 



Chemicals Ltd. 

83 

83 

-16 

Development Coiporation (P) Ltd. 3 

8 

— 

Uranium Corporation of India 




Handicrafts ft Handloom Export 



Ltd. 

10 

10 

9 

Corporation Ltd. 25 

25 

23 

Petroleum 




Indian Motion Pictures Export 



HydroCarbons India Pvt. Ltd. 

440 

2299 

— 

Corporation Ltd. —6 

-6 

-20 

Hindustan Petroleum Cor* 




Metal Scrap Trading Corporation 



poration Ltd. 

246 

622 

— 

of India Ltd. 6 

20 

1 

Indian Oil Corporation Ltd. 

3064 

5214 

3081 

Mica Trading Corporation Ltd. 13 

23 

__ 

Indo Burmah Petroleum Co. Ltd. 

49 

150 

121 

Minerals & Metals Trading 


* 

Lubrizol India Ltd. 

375 

375 

110 

Corporation Ltd. 1323 

4408 

3616 

Oil & Natural Gas Commission 5077 

5077 

2451 

Projects ft Equipment Corpora- 



Chemicals & Pharmaceuticals 




tion Ltd. 13 

36 

21 

Cement Corporation of India Ltd. —17 

—17 

-54 

SAIL International Ltd. 4 

11 

_ 

Fertilizer Corpn. of India Ltd. 

-71 

-71 

—134 

State Trading Corporation Ltd. 646 

1861 

1393 

Hindustan Insecticides Ltd. 

37 

90 

51 

Tea Trading Corporation Ltd. 6 

10 

—3 

Hindustan Salts Ltd. 

7 

7 

2 

Transportation Services 



Hindustan Organic Chemicals Ltd. 339 

339 

152 

Air India Charters Ltd. —1 

—1 

—1 

Indian Drugs & Pharmaceuticals 



Indian Airlines Corporation 102 

102 

-107 

Ltd. 

249 

249 

-182 

Shipping Corporation of India Ltd. 3301 

3455 

1488 

Indian Pctro-Chemicals 




Central Road Transport 



Corporation Ltd. 

806 

806 

-281 

Corporation Ltd. —25 

—25 

—32 

Madras Fertilizers Ltd. 

505 

505 

308 

Contracts ft Construction Services 



Sambhar Salts Ltd. 

10 

31 

30 

National Building Construction 



Heavy Engineering 




Corporation Ltd. 16 

16 

16 

Bharat Heavy Electricals Ltd. 

4253 

4853 

2700 

National Projects Construction 



Heavy Engineering Corpn. Ltd. —438 

-438 

-730 

Corporation Ltd. 55 

55 

25 

Jessop & Company Ltd. 

82 

82 

-446 

Industrial Development ft Technical 



Medium ft Light Engineering 




Consultancy Services 



Electronics Corpn. of India Ltd. 

88 

158 

152 

Engineers (India) Ltd. 64 

120 

84 

Hindustan Cables Ltd. 

123 

124 

119 

Engineering Projects (India) Ltd. 7 

7 

5 

Hindustan Machine Tools Ltd. 

488 

488 

96 

Metallurgical and Engineering 



Indian Telephone Industries Ltd. 

360 

865 

669 

Consultants (India) Ltd. 60 

60 

45 

Industrial Containers Ltd. 

10 

30 

14 

National Industrial Development 



Instrumentation Ltd. 

21 

30 

16* 

Corporation Ltd. 10 

10 

10 

Praga Tools Ltd. 

-17 

-17 

-45 

Water ft Power Development 



Richardson ft Cruddas (1972) 




Consultancy Services Ltd. 4 

4 

4 

Ltd. 

12 

12 

-10 

Tourist Services 



Steel Containers Ltd. 

13 

38 

31 

Hotel Corporation of India Ltd. —9 

-9 

-17 

Transport Equipment 




India Tourism Development 



Bharat Earth Movers Ltd. 

344 

919 

488 

Corporation Ltd. 76 

76 

52 

Goa Shipyard Ltd. 

8 

20 

11 

Financial Services 



Mazagon Dock Ltd. 

85 

174 

131 

Film Finance Corporation Ltd. i 

1 

-15 

Consumer Goods: 




Housing & Urban Development 



Hindustan Photofilms Mfg. Ltd. • 

-167 

-167 

-273 

Corporation Ltd. 64 

64 

50 

Mandya National Paper Mills 




Rural Electrification Corpn. Ltd. 303 

631 

536 

Ltd. 

77 

77 

18 

Rehabilitation of Sick Industries 



Modern Bakeries Ltd. 

51 

103 

77 

National Textile Corporation Ltd. 107 

134 

71 

National Newsprint & Paper 




Rehabilitation Industries 



Mills Ltd. 

97 

97 

85 

Corporation Ltd. —Ill 

-111 

-191 
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(Rs lakhs) 


Table IX 

Enterprises Whose Profitability Have Shows a Fsll as Compand to the Previous Year 


Profit 
After tax 
1974-75 

Profit 
before tax 
1974-75 

Profit 
before tax 
1973-74 

Steel 

Bokaro Steel Ltd. 

-1165 

-1165 

—1043 

Minerals & Metals 

Bharat Aluminium Co. Ltd. 

-655 

—655 

-360 

Bharat Coking Coal Ltd. 

-2612 

-2612 

—1060 

Bharat Gold Mines Ltd. 

—179 

—179 

—158 

Bharat Refractories Ltd. 

—9 

-9 

— 

Coal Mines Authority of India - 

-3611 

—3611 

-1322 

Hindustan Copper Ltd. 

243 

243 

438 

National Mineral Development 
Corporation Ltd. 

120 

120 

158 

Petroleum 

Cochin Refineries Ltd. 

—519 

—519 

2 

Madras Refineries Ltd. 

227 

227 

671 

Chemicals & Pharmaceuticals 
Fertilizer ft Chemicals (T) Ltd. 

—306 

—306 

-197 

Hindustan Antibiotics Ltd. 

—326 

—326 

—145 

Heavy Engineering 

Bharat Heavy Plate ft Vessels 
Ltd. 

-104 

-104 

-39 

Bridge ft Roof Co. of India 
Ltd. 

-269 

—269 

2 

Mining and Allied Machinery 
Corporation Ltd. 

—16 

—16 

34 

Triveni Structural Ltd. 

-53 

-53 

—35 

Tungbhadra Steel Products Ltd. 

5 

5 

6 

Medium & Light Engineering 
Bharat Dynamics Ltd. 

8 

8 

11 

Bharat Electronics Ltd. 

294 

499 

755 

Bharat Pumps & Compressors 
Ltd. 

-63 

—63 

-34 

Biecco Lawrie Ltd. 

-33 

—33 

—31 

Hindustan Teleprinters Ltd. 

30 

60 

127 

Machine Tool Corporation of 
India Ltd. 

—44 

—44 

-36 

National Instruments Ltd. 

7 

7 

16 

Transportation Equipment: 
Central Inland Water Transport 
Corporation 

-275 

—275 

-241 




Profit Profit Profit 

After tax before tax before tax 
1974-75 1974-75 1973-74 


Garden Reach Workshops Ltd. - 

-145 

—145 

—108 

Hindustan Aeronautics Ltd. 

834 

834 

S29 

Hindustan Shipyard Ltd. 

25 

25 

53 

Scooters India Ltd. 

—45 

45 

— 

Consumer Goods 

Bharai Opthalmic Glass Ltd. 

-122 

—122 

-106 

Hindustan Larex Ltd. 

—19 

-19 

—11 

Tannery & Footwear Corpora¬ 
tion Ltd. 

-86 

-86 

-56 

Trading Marketing Services 
Central Fisheries Corporation 
Ltd. 

—26 

-26 

3 

Cotton Corporation of India 
Ltd. 

59 

312 

505 

Food Corporation of India Ltd. 

44 

105 

106 

Jute Corporation of India Ltd. 

27 

42 

59 

Transportation Services 

Air India 

-885 

—885 

30 

International Airport Authority 
of India 

141 

265 

293 

Mogul Lines Ltd. 

58 

64 

84 

Contracts & Construction Services 
Hindustan Housing Factory Ltd. —40 

-40 

1 

Hindustan Steel Works Cons¬ 
truction Ltd. 

47 

111 

123 

Mineral Exploration Corporation 

Ltd. —85 

—85 

—20 

Industrial Development and 
Technical Consultancy Services 
Rail India Technical & 
Economic Services Ltd. 

-1 

-1 


Development of Small Industries 

National Small Industries 
Corporation Ltd. 

-147 

—147 

—63 

Delhi Small Industries 
Development Corporation 

2 

4 

23 


8MIWN ECONOMIST 


814 


ArttIL 16* 1976 




THE GWALIOR RATON SILK MEG. (WTG.) CO. LTD., 

(PULP DIVISION) 

Birlakootam. MAVOOR-.673 661 Kozhikode Dist. KERALA, 

(Regd. Office: Birlagram, Nagda, M. P.) 

HELPS 

To move the wheels of textile industry all over India 
Thus saving enormous foreign exchange 
Much needed for National Development 

THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 

"He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him.” 

Gram : "WOODPULP” Calicut Phone : 73973-74. Calicut 

Telex : 084 - 216 51 and 52 Mavoor 

( Use PIN Code. It Helps Speed Up Your Mail ) 


Printed and published by R.P. Agent*le on behalf of the Eastern Economist Ltd., United Commercial Bank Building, 
Parliament Street New Delhi, at the Model Press, Pvt. Ltd. 6-E Rani Jhansi Road, New Delhi. 

Editor V. Batneahraamaiaa Registered at the GPO, London, as a Newspaper 


EASTERN ECONOMIST 


APRIL 16, 1976 





tkilHd tojpoat 

RegMored wta» the aeg%<«« ofTfempaiMfe 
for India under No. 'ItK 53*/Jt 
















ECONOM 1ST 



Render Macneill. 
Geared to industrial 

needs .Geared le 
national goals. 


Efficient power transmission in an 
industry depends on the precision of its 
gears. 'FLENDER' Reduction and 
Helical Special Steel Gears from Fiendor 
Macneill Gears Limited, an associate 
of the Macneill Er Magor Group, 
have proved their worth throughout 
the world. 

The Macneill Er Magor Group is In the 
forefront, contributing to the nation's 
economic programme for progress. 

The organizational priority—£o provide 
traditional commodities like tea and jute 
and a range of highly sophisticated 
engineering products for the industrial 
and agricultural sectors. 


Flender Macneill Gears Limited 

2 Fairlie Place, Calcutta-700001 


Gears from Flender 
Macneill ofMCrM 
are manufactured 
in collaboration with 
A. Freidr. Flender £r 
Co., Bocholt (West 
Germany). 




April 23, 1976 


EASTERN ECONOMIST 




eastern 

ECONOMIST 

VOL. 66 NO. 17 APRIL 23,1976 

Price Rupees Two 


Halting the moving finger 

The Moving Finger writes; end, having writ, 

Moves on : Nor all thy Piety nor Wit 
Shall lure it back to cancel half a Line, 

Nor all thy Tears wash out a Word of it. 


Leading Articles 

Halting the Moving Finger 819 

Foreign Trade and Economic Growth 821 
Calcutta in the Year 2000 822 

Regional Approach to Power 
Production 823 

Meghalaya's Progress 825 

Point of View 


Current Trends in Rural Indebtedness 
—Mathuswaml Gopalan & 

V. Kulandaiswamy 826 

Celling on Bank Lending Rates 
—V. Bala Mohana Des & 

J.V. Prabhakara Rao 829 

Window on the World 

Problems of an Interdependent World 
— Jossleyn Hennessy 831 

Trying Time Ahead 

—E.B. Brook 834 

Trade Winds 

Guidelines for Foreign Firms; 

Trade with Soviet Union; 

Growth in LIC; Convention of 
Public Sector Units; Sale of 
Aluminium Simplified; New 
Aluminium Alloy; IOBI; DVC; 
Development of Technology; 

Subsidy for Engineering 
Exorpts; Growth of Heavy 
industry; Texmaco Cuts Wagon 
Output; Silver Exports. 836-838 

Company Affairs 

Philips India; Baroda Rayon; 

UP State Industrial Develop¬ 
ment Corporation; Somany 
Pilklngton’s; MICO; Voltas; 

Guest Keen Williams; Dunlop 
India; Unit Trust; News and 
Notes; New Issues; Dividends. 840-842 

Records and Statistics 

Import PWllcy for April 1878— 

March 1877 843 

NoUonol Population Policy 852 


This sense of inexorability of events is nowhere more urgently present than in the 
problem of population explosion which the world we live in is face to face with. When 
on March 29, around midnight, the population clock in the Museum of Science and 
Industry in Chicago ticked away the crossing by the world’s population of the 
four-billion mark, its hands had written as relentlessly as the Moving Finger of 
Omar Khayyam. 

Fortunately, however, while what the Moving Finger has written it may not be 
lured back to cancel, it is still possible to halt its writing further. This is what the 
government of India’s national population policy statement has, with vision and 
courage, set out to accomplish. Our country already has the distinction, along with a few 
others such as, for instance, Poland in Europeand Japan in Asia, of having accepted con¬ 
trol of population as a goal of national policy. Now this commitment is to be pushed 
forward through a dynamic thrust of purposive governmental intervention in the 
making of those millions of individual choices which control the number of births in 
the community. It will not be an exaggeration to say that the decisions which make 
up this policy statement constitute probably the most imaginative as well as 
pragmatic act of government to which we have been witness. 

The hardest of these decisions is clearly the one that relates to compulsory 
sterilization. Although it has been decided not 'o enforce compulsory sterilization 
through central legislation, the statement has left us in no doubt as to where its 
preference lies. Should a state legislature, “in the exercise of its own powers, 
decide that the time is ripe and it is necessary to pass legislation for compulsory 
sterilization,” it may do so — in which case the centre’s heart will be wholly jn 
such a measure. Unfortunately, New Delhi’s position in this regard has not been 
correctly understood even in quarters that ought to know better. In spite of the 
fact that the statement has very deliberately and precisely explained that if central 
legislation is not being undertaken, it is only because the administrative and 
medical infrastructure is not adequate in every part of the country to cope with 
such a measure on a national scale. The Indian Express has chosen to interpret the 
population policy statement as “rejecting compulsory sterilization on a national 
scale,” The newspaper has also described this fancied ‘rejection’ as an act of 
‘humanism’. Considering that compulsory sterilization is prescribed only as a 
means of rescuing people from the privations and various kinds of deprivation 
which most large families in a poor and crowded country such as ours are bound 
to suffer, it is paradoxically enough open to only an extremely rarefied type of 
intellcctualism to bring in the argument about humanism. Since, however, it has 
been shown that it is possible for the government’s position to be misunderstood, it 
is desirable that the minister for Health and Family Planning should, as early as 
possible, make it clear that the government has not rejected compulsory steriliza¬ 
tion on a national scale but has accepted it in principle and would direct its efforts 
to the implementation of this programme as fast as the progress of public opinion 
in the various areas of the country and the development of the relevant adminis¬ 
trative and medical infrastructure in particular states give promise of the measure 
meeting with reasonable success. 

The Times of India in an editorial on the subject has expressed reservations 
of a different kind on the position taken by the government of India on this issue. 



It has argued that nowhere in the country 
can the administrative and medical infra* 
structure be said to be adequate for the 
state concerned legislating for compul¬ 
sory sterilization. This is a sweeping 
statement. There are, surely, several 
states, such as Maharashtra, Gujarat, 
Tamil Nadu, Kerala, West Bengal, 
Haryana, Paqjab, and possibly 
Karnataka, and Andhra, not to speak 
of union territories such as Delhi, 
where such legislation could be effec¬ 
tively implemented, provided the or¬ 
ganizational effort needed is forth¬ 
coming to a reasonable extent. Even 
with regard to the countryside, the 
experience of several states is on record 
to the effect that mobile surgical 
facilities are contributing to the success 
of sterilization programmes even in the 
countryside. 

horss and cart 

It is relevant here to recall that when 
legislation for legalising abortion was 
mooted, similar objections were raised 
regarding the alleged lack of the required 
medical infrastructure. What has actually 
been the case, however, is that the medi¬ 
cal facilities available for the purpose are 
by no means being overstrained by the 
demands of women seeking the relief 
of abortion. In any case the question 
of placing the horse before the cart 
would arise only after both horse and 
cart have been brought together at one 
place. Moreover, while the deficiency 
in the infrastructure may delay compul¬ 
sory sterilization being enforced uni- 
verselly, whether within the country as 
a whole or within individual states, it 
cannot be a conclusive objection to a 
state government legislating for its 
introduction. 

The Times of India, however, is on 
firmer ground in pointing to the need 
for expanding and extending medical 
facilities for family planning purposes 
in the countryside, particularly where 
states which are backward in this 
respect are cencemed. In fact, to the 
extent that the government of India’s 
population policy statement has itself 
recognized that the major impediment 
to the centre legislating for compulsory 
sterilization on a national basis is the 
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insufficiency of the administrative and 
medical infrastructure in a number of 
states,, it is only logical that it should 
use all its powers of persuasion or more 
positive intervention to induce state 
governments in general and, more 
particularly, the governments of the 
relatively backward states to give top 
priority to the improvement of the 
required infrastructure. It is for this 
purpose that the policy statement has 
equipped itself with an assembly of 
carrots and sticks to coax or goad state 
capitals to exert themselves. 

Important point 

In its advice to the states regarding 
legislating for compulsory sterilization, 
the central government’s policy state¬ 
ment makes the important point that 
any enactment in this connection should 
be uniformly applicable to all citizens 
without distinction of caste, creed or 
community. This is a remarkable act 
of statesmanship and is nobly consis¬ 
tent with the highest ideals of secular¬ 
ism. It is wholly repugnant to all 
civilized thinking on our national prob¬ 
lems that religious or other obscuran¬ 
tism should be permitted to come in 
the way of the minority communities 
being drawn into the mainstream 
of essential national efforts or purposes. 

The policy statement has rightly said 
that public opinion is now ready to 
accept much more stringent measures 
for family planning than before. Pro¬ 
gress in this direction would be greatly 
helped if the right kind of educative 
propaganda is undertaken, especially 
among certain minority communities, 
particularly in certain parts of our 
country. Here, besides official or semi¬ 
official family planning agencies, volun¬ 
tary organizations basing themselves 
on the goodwill and trust of the 
minority communities concerned could 
do a lot to assist in the realization of 
national goals. But, it must be admit¬ 
ted regretfully that not much has been 
happening in this area so far and it is 
up to the leaders of the minority 
communities, especially those Cccupy- 
ing high public offices or prominent 
positions in public life, to pull their 
weight wholeheartedly in the implemen¬ 
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tation of thA national population policy 
as outlined in the central government’s 
statement. 

An important feature of the new 
policy is the raising of the age of 
marriage to 18 for girls and 21 for boys, 
with the provision that the violation of 
any law made in this regard would be 
treated as a congnizable offence. It 
has been doubted, with logic and reason, 
that the raising of the marrying age could 
by itself contribute materially to the 
lowering of the birth rate. It is therefore 
gratifying to find the policy statement 
laying intelligent emphasis on the point 
that what is expected of a higher floor 
for the age of marriage is that it would 
go some way towards ensuring that 
couples embarking on married life would 
do so at ages which promise some maturity 
of judgment on their part with regard to 
such questions as planned parenthood. 
Looked at in this manner, the prescrip¬ 
tion of a higher age for marriage assumes 
significance, principally as a means of 
making the young married population 
more receptive to the family planning 
message and more responsive to measures 
of population control. 

policy declaration 

As is to be expected of a comprehen¬ 
sive policy declaration, thecentral govern¬ 
ment’s statement contains a number of 
measures directed towards the objective 
of population control. Many, or indeed 
most of them, are addressed directly to 
the state governments since they are the 
primary instruments for the implementa¬ 
tion of the population policy. An attempt 
has been made to eliminate existing 
disincentives while providing new attrac¬ 
tions to state governments for exerting 
themselves more positively for implement¬ 
ing the national population policy in their 
respective states. We may welcome 
particularly the decision to eliminate the 
undue weightage which is being given 
to the size of the population of a state as 
a factor in allowing representation to it in 
parliament or in allocating central 
assistance to it for its Plan projects. 

Finally, one of the more material 
drawbacks of the national family planning 
efforts so far has been the inadequacy of 
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the financial and other resources devoted 
to it The policy statement contains many 
welcome provisions intended to remedy 
this situation. Por this and other reasons, 
including those referred to earlier in this 
article, the government of India's national 
population policy placed before the 
country on April 16, deserves to succeed. 
Whether it does so or not would depend on 
the various policy instruments functioning 
with the right combination of institutional 
organization and legislative compulsion 
envisaged in the statement. This is apart 
from the fact that the reasoned attitudes 


of individuals acting in their enlightened 
self-interest, and of voluntary community 
organizations persevering in a spirit of 
necessary and legitimate patriotism, must 
necessarily play crucial roles in taking a 
policy or a programme of this kind 
towards its fulfilment Meanwhile the 
central government could have the 
satisfaction that it is doing perhaps its 
best and certainly its bit for halting the 
relentless ticking away of the Moving 
Finger across the face of the nation’s 
population clock past the present figure 
of 600 millions. 


Foreign trade and 

economic growth 


The import policy for 1976-77, announc¬ 
ed in the Lok Sabha on April 14, 1976, 
besides being flexible and liberal was 
export-oriented and was expected to 
stimulate the process of economic growth 
in the country. The Commerce minister. 
Prof. D.P. Chattopadhyaya, refused to 
be cowed down by the trade deficit of Rs 
1,250 crores in 1975-76 which came close 
on the heels of a unfavourable trade gap 
of Rs 1,164 crores in 1974-75. Exercises 
in the ministry of Commerce had indicat¬ 
ed that the value of export in 1976-77 
might rise to Rs 4,400 crores and even to 
Rs 4,500crores—provided both production 
and exports followed the paths charted out 
for them. The import policy had boldly 
cut out such constraints as were limiting 
production as well as investment. Also, 
procedural changes for imports were 
initiated so as to increase the availability 
of raw materials and components to the 
export industries particularly. The 
canalised agencies were required to be 
more helpful in meeting the needs of the 
exporting units. 

The liberalised procedures for imports 
have rightly been welcomed by industry 
since they will eliminate some of the 
irksome delays caused by bureaucratic 
bungling. The fact that no less than 43 
new items will now be made available to 
actual users by the canalising agencies 
such as the State Trading Corporation 


and the Minerals aed Metals Corporation 
will go a long way in reducing the travails 
of exporters. What is more, some of the 
“select” industries will now be in a 
position to obtain raw materials and 
components through supplementary 
licences the basis for which will be either 
order books or the inventory of raw 
materials. If a “select” industry is able 
to show to the ministry of Commerce that 
it has booked orders for exports whose 
implementation is hampered because of 
the non-availability of raw materials or 
components, it will be promptiy issued 
supplementary licences for imports. If 
the inventory of raw materials of export¬ 
ing units is found to be inadequate to 
meet export obligations, the ministry will 
provide all possible assistance in this 
regard. Even the units outside the 
“select” list will be allowed supplement¬ 
ary licences if it is proved that the 
shortage of raw materials had hurt its 
production in the preceding year. 

In some sectors, the government has 
allowed open general licences for import¬ 
ing raw materials and components for 
honouring export commitments. The 
leather machinery, tanhing materials and 
some iron and steel items may be allowed 
to be imported for fulfilling export obliga¬ 
tions. This also applies to units operating 
in the Kandla Free Trade Zone and the 
Santa Cruz Electronics Exports Process¬ 


ing Zone. Because the leather industry 
as well as the export zones offer great 
potential for increasing export earnings, 
this is no doubt a decision in the right 
direction. There is no doubt that export- 
oriented units have taken to import 
substitution in a big way but when they 
face adverse criticism from foreign buyers 
either due to high prices or poor quality 
of products, they have no option but to 
approach the government for making 
available the imported raw materials and 
components. The revised policy will, 
therefore, allow these export-oriented 
units to import even those products 
which are available within the country 
but cannot be used either because of 
their poor quality or because of their high 
prices. 

The impart policy has also come to the 
succour of the exporting units in another 
way. It has permitted them to use there 
entire replenishment entitlements for the 
import of machinery and equipment. It 
is expected that it will encourage the 
modernisation of industrial machinery in 
this country thus benefiting not only 
exports but also the domestic market; 
this will apply to such industries as 
cotton textiles, tea, jute, coir products, 
coffee and unmanufactured tobacco. 

small scale sector 

The small-scale sector engaged in 
export activities has also received con¬ 
siderable assistance in various forms. 
The government will welcome the forma¬ 
tion of consortia of small units engaged 
in export activities. This will benefit the 
units through concessions and incentives 
which automatically accrue to them after 
the consortium attains a certain level of 
exports. In addition the export houses 
have been urged to export products 
manufactured by the small-scale sector. 

Hitherto food, fertilisers and fuel have 
taken up more than half of our import 
bill. With encouraging foodgrains 
harvests within the country, the bill for 
food imports is likely to be lower 
during the current year. Also, the 
quantity of fertilisers to be imported is 
expected to be less and the reduced 
prices of fertilisers will also mitigate 
the strain on the balance of payments. 
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On fuel, there may not be any possibility 
of scaling down the cost of import; of 
course, all these three taken together will 
certainly impose a lesser burden on the 
balance of payments. With exports 
rising by 15 to 16 per cent in value and 
reduced burden of imports on account 
of food, fertilisers and fuel, the balance 
of payments is likely to look more 
cheerful during the current year. Another 
encouraging development has been the 
choking of clandestine foreign exchange 
operations which has increased the inflow 
of remittances from Indians abroad thro¬ 
ugh the regular channels adding greatly 
to the foreign exchange reserves of the 
country. 

All in all, the import policy is expected 
not only to increase the pace of develop¬ 
ment of the export industries but is also 
expected to give a shot in the arm to 
even the industries which meet domestic 


requirements- In fact the index of indust¬ 
rial growth will show sizeable improve¬ 
ment—six to seven per cent—-over the 
preceding year through increase in out¬ 
put made possible by the ready 
availability of raw materials, com¬ 
ponents and equipment to the industrial 
units. The new import policy has in fact 
thrown a challenge to industry which 
however will be able to play a dynamic 
role provided the banks also come to 
their assistance by providing the much- 
needed credit. Because of rising world 
prices, the cost of imports will go up 
this year by 10 to 15 per cent for the 
same quantity of products as were 
imported last year. This will strain the 
rupee resources of importers. Hence the 
banks will be called upon to assist the 
industry liberally if the new import 
policy is to achieve the goals which the 
government has set for itself. 


Calcutta in the year 2000 


The workshops sponsored recently by the 
Indian Chamber of Commerce, Calcutta, 
to focus attention on the problems that 
the country's largest city will have to 
face by the turn of the present century 
helped to highlight certain facts which 
were not hitherto well-known. For 
instance, it was revealed that, contrary 
to the popular impression, Calcutta was 
not attracting immigrants from the other 
parts of the country to the same extent 
as before. Prof. Asok Mitra of the 
Jawaharlal Nehru University, New Delhi, 
who participated in the workshops, 
showed that between 1951 and 1961 
Calcutta attracted very few net immi¬ 
grants from other states in contrast to 
cities like Bombay, Madras. Kanpur and 
Bangalore. He said that Calcutta's 
population would not grow ‘*at runaway 
speed but will stabil.se, making consoli¬ 
dation possible of the various invest¬ 
ments that arc now being poured in". 
He observed that ‘This is the time when 
the avalanche of hordes of unskilled, 
poor, and illiterate immigrants, such as 
has been the fate of Calcutta which has 
earned it the unenviable reputation of 
being the world’s largest reservoir of the 
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region's rural poor has slowed down, 
that we should pay heed to ways of 
investing very rapidly in the three 
directions of education, productivity 
ard plant and capital.’* 

Experts may differ as regards the 
rate of growth of population of Calcutta 
in the coming years. As a recent publi¬ 
cation of the Calcutta Metropolitan 
Development Authority said, ‘-planning 
is said to be a continuous process. So 
is population growth. In 1961 the 
Metropolis had six million pcoph. By 
1971 two million more had been added. 
Planners forecast at least 12 million by 
1986”. But according to some demo¬ 
graphers, the population of the Calcutta 
Metropolitan District would reach about 
16 million by the year 2000. Whatever 
may be actual rate of growth of popula¬ 
tion, thcie can be no two opinions about 
the imperative need ter promote rapid and 
substantial investment in various fields. 

Another interesting fact which was 
brought out at the workshops was the 
low level of education and literacy of 
the industrial worker in Calcutta. Prof 
Asok Mitra said, “The illiterate indus¬ 
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trial worker * often an excellent artisan, 
but he cannot proceed beyond that point. 
What is more, by temperament being 
a monopolist and egotist, he will remain 
an artisan with little regard for the 
industrial virtues of punctuality, disci¬ 
pline, team spirit and innovation. The 
expanding horizon of technology is 
barred to him. Most industrial workers 
in Calcutta do not know how to read a 
drawing or a fl ow chart, even if they 
know them by instinct. But instinct 
docs not carry one very far. Low wages, 
illiteracy, antiquated machinery which 
needs by and large no more than 
illiterate workers — a trade union move¬ 
ment which battens on these characteris¬ 
tics, and entrepreneurs who are too 
shortsighted to anticipate that these are 
exactly the attributes that are taking 
them down the slippery slope to sick 
mills and eventually out of business — 
these constitute the vicious circle that 
have ringed the industrial world of 
Calcutta”. Incidentally, it is pertinent 
to ask if it h not premature to experi¬ 
ment with schemes for workers’partici¬ 
pation in management so long as their 
literacy and education remain at the 
present low level. 

imaginative approach 

Improvement of Calcutta needs 
massive resources but it should not be 
difficult to obtain them if the authorities 
concerned approach the problem with 
realism and imagination. The govern¬ 
ment of India has been lately taking 
greater interest in Calcutta’s betterment 
and the World Bank Group has also 
shown its anxiety to assist the various 
development schemes. However, what 
is likely to hamper progress is not so 
much the paucity of finance but the lack 
of effective coordination at various 
levels. As a result, the citizens have not 
been able to derive full benefit from the 
money that is being spent on various 
schemes. The total expenditure up to 
the fourth PJan on development pro¬ 
grammes is estimated at Rs 113.89 
crores. The expenditure in 1974-75 
was Rs 39.94 crores and the outlay for 
1975-76 was Rs 36*11 crores of which 
Rs 8.76 crores were spent in the first 
quarter of 1975-76. It is true that some 
improvements have been achieved in 
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the field of water supply, sewerage, 
drainage, environmental hygiene, traffic 
and transport and housing. But in view 
of the magnitude of these problems 
there is an imperative need to expedite 
the implementation of these schemes. 
For this purpose, all the agencies 
concerned should be able to work to¬ 
gether in close coordination. These 
indude the Calcutta Corporation, 
Calcutta Improvement Trust, Calcutta 
Metropolitan Development Authority, 
Calcutta Metropolitan Water and Sewage 
Authority and several others. 

•erlous problem 

How serious this problem is lias been 
well brought out by Prof Asok Mitra as 
follows: “This has been due to another 
administrative reason also, and that is 
the multiplicity of implementing agencies, 
the overwhelming majority of which are 
entirely Calcutta-based, with their 
expert knowledge mainly confined to 
conditions in Calcutta, and whose ideas 
of scales of working and technology are 
mainly suited to Calcutta’s conditions. 
These bodies have mainly hitched their 
wagons to the star of the urban arrange¬ 
ments and aspirations of western and, 
of late, American super-cities and, what 
is worse, they wish to forget about 
compromises on the scale of amenities 
that the people in the other municipali¬ 
ties of the metropolitan region can 
more realistically 'observe and realise’. 
Of the 24 agencies operating in CMDA, 
not more than four or five have sensible 
ideas of what will actually work in 
non-Calcutta conditions”. 

In the development of the city, the 
Calcutta Corporation has a crucial role 
but it is severely handicapped by short¬ 
age of funds. The Corporation’s budget 
has shown a deficit of Rs 24 crores for 
1976-77. The Corporation has submit¬ 
ted several proposals for increasing its 
revenue. These include enhancement 
of fees on the trades and professions, 
introduction of an employment tax on 
salaried persons and a terminal tax on 
commuters to the city, allotment of a 
major share to the Corporation of the 
revenue from motor vehicles tax. 
imposition of a wheels tax, and revision 


in the method end rating of valuation 
of property. Referring to the financial 
position of the Calcutta Corporation, 
Mr A.K. Roy, Deputy Commissioner 
(Revenue) of the Corporation said in a 
paper presented to the workshops : “It 
appears from the above picture that 
the municipal finance of the city will 
face a complete collapse unless imme¬ 
diate and ..adequate steps are taken to 
allow the additional sources of revenue 
to City Corporation to face its present 
commitmenfs and to meet the challenge 
of the future. On a modest estimate 
the present requirements of the City 
Corporation is at least Rs 40 crores per 
annum and in the year 2000 AD, 
taking into consideration the develop¬ 
ment projects that have to be maintained 
and increased civic services that have 
to be rendered and the increase of the 
population, the Corporation will need 


Thb observations made by Mr. K.C. 
Pant, union minister for Energy, during 
his recent visit of Tamil Nadu in con¬ 
nection with the inauguration of a 
seminar on the Economics of Open Cast 
Mining at Neyveli and the formal com¬ 
missioning of the fifth unit of 110 MW 
at the Ennore Thermal Station near 
Madras, clearly bring out the importance 
of adopting a regional approach when 
proceeding to implement new power 
projects. The efforts made by the union 
ministry of Energy and the Central 
Electricity Authority, in co-operation with 
the engineers of the Tamil Nadu Electri¬ 
city Board, also emphasise the importance 
of improving productivity for minimising 
generation costs. For some reason or 
other, the Tamil Nadu Electricity Board 
was not getting a grip on the problems 
of the Ennore Thermal Station. In the 
early stages considerable time was lost in 
evolving workable arrangements for 
overcoming the difficulties encountered 
in securing adequate quantities of sea¬ 
water for cooling purposes. Pending 
implementation of a different scheme, 


at least Rs 80 crores per annum. In 
any scheme of the financial administra¬ 
tion of the City Corporation such con¬ 
tingencies should be borne in mind”. 

There is certainly a strong case for 
providing the Corporation with more 
resources but at the same time the 
citizens would like to have more proof 
of its ability to utilise them in the most 
efficient manner. The workshops made 
some constructive proposals to tackle 
Calcutta’s problems as they are likely 
to arise by the year 2000. A back¬ 
ground paper said that the workshops 
would also consider several other issues, 
“going all the way even up to the need 
for more burning ghats”. But, surely, 
Calcutta has more burning problems 
which require the urgent attention of 
both the government and the business 
community. 


dredging operations in the sand bar area 
have provided a satisfactory solution, 
though costly to some extent. Then on 
the plea that equipment supplied by 
Czechoslovakia and Bharat Heavy 
Electricals Limited were not quite effici¬ 
ent, operational problems could not be 
effectively tackled, and there was gross 
under-utilisation of generating capacity. 
The inexperience of technical personnel 
in the functioning of thermal station and 
the frequent changes in chairmanship of 
the board also were the major contri¬ 
butory factors. 

Mr Pant has actually made caustic 
comments on the lapses of the board and 
the sorious delays in taking up new pro¬ 
jects. The severe power cuts in the past 
few years, the parlous state of finances 
of TNEB and the absence of the cordial 
relations between the previous state 
government and the centre, seriously 
retarded eoonomic growth. The recent 
developments, however, have come about 
happily. The modifications to the first 
two units of 60 MW each and the identi- 
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to power production 
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fication of some of the troubles of the 
third and fourth sets of 110 MW each in 
consultation with the experts of BHEL 
and the Central Electricity Authority, 
along with better training of the person¬ 
nel have resulted in more effective use 
of the generating capacity of 340 MW. 
The fifth set too has been behaving 
normally. 

At Neyveli the output of lignite 
has improved with some technical 
innovations. The oil fired boilers 
too have been operating normally 
though the cost of generation is very 
high. The delay is finalising plans for 
modernising the existing mine cut and 
acquiring new mine machinery for raising 
output to 6.5 million tonnes has been 
costly. But it is now expected that there 
will be a steady increase in power genera¬ 
tion in the coming years and the whole 
programme will be completed by 1980. 

no shortage 

The export of power from Neyveli can 
be easily 2.208 mu in 1976-77 and the 
availability from hydel sources from 
Tamil Nadu 4500 mu with satisfactory 
rainfall in catchment areas. As it is 
expected that Kerala will be in a position 
to supply 1,000 mu in a full year when 
the second unit at Idukki also is commis¬ 
sioned, total availability in the current 
financial year can be safely assumed at 
10,100 mu. The state’s requirements are 
now around 9,500 mu and there may be 
an improvement to 10,000 mu in 1976-77 
with the full use of the capacity of the 
aluminium, caustic soda and cement 
units. There is, thus, no prospect of a 
shortage in power availability as 
Kerala’s surplus may actually be 1400 
mu, if the damage to fifth unit in the 
Sabarigiri project on account of sabotage 
recently, can be rectified speedily and no 
mqjor difficulties are encountered in 
running the first unit of the Idukki pro¬ 
ject. Even if there was a shortiall in 
hydel generation due to inadequate 
rainfall, the thermal units can be utilised 
more intensively to make good the gap 
as the Ennore Thermal Station can 
produce even 2250 mu annually under 
optimum conditions. 

With the commissioning of the third 


unit at the Idukki Project In the latter 
half of the year and the possibility of the 
first unit at Kalpakkam being commis¬ 
sioned by the end of 1977, there is no 
likelihood of recurrence of the happen¬ 
ings of 1972-74 in Tamil Nadu. The 
electiricity board, however is feeling 
highly uncomfortable. Even with supply 
of relatively cheaper power from Karala 
and less costly lignite power from Neyveli, 
it is not expected that the board will be 
earning folly depreciation charges and 
generating adequate internal resources. 


improving earnings and reducing expen¬ 
diture which 1 will enable the gap to be 
reduced to Rs 7 orores. 

It is also not known what exactly will 
be the cost of operation of Kalpakkam 
Atomic Power Station. It is unlikely 
that it will be costlier than power from 
Neyveli. What really is the crux of the 
problem is the increase in thermal 
content of power in a period of rising 
consumption. 

thermal power 


The position will actually get compli¬ 
cated as the agricultural load will be 
increasing and even with the new levy 
announced recently the loss on power 
supply to this sector works out to Rs 35 
crores annually. The collection of 
heavier charges from other classes of 
consumers results in cross subsidisation 
to some extent. But the chairman of 
TNEB has disclosed that there will 
still be an uncovered deficit of Rs 22*52 
crores and the board will have to default 
in respect of interest payments to the 
state government for as much asRs 
17.58 crores. It will also not be possible 
to absorb fully depreciation charges and 
make the necessary allocations to sinking 
funds, the shortfall in this regard being 
around Rs 5 crores. 

unenviable poeition 

The board is thus placed in an 
unenviable position. There will be no 
shortage of power. But the business of 
generation and distribution of increasing 
quantities of electricity is likely to 
generate more losses, unless fresh upward 
adjustments are effected in tariff charges. 
It is true that significant saving can be 
secured with the elimination of surplus 
personnel but the advantage accruing in 
this regard may not be more than Rs 5 
crores in a year especially if better 
emoluments have to be given to the 
employees with higher productivity. 
There may also be a reduction in the 
cost of power generation at Ennore by 
Rs 5 crores yearly with economies in 
fuel consumption and higher operating 
ratio. The discontinuance of oil-firing 
in two boilers at Neyveli may also be 
helpful in effecting a saving of another 
Rs 5 crores. There is, thus, scope for 


Assuming that the power needs of 
Tamil Nadu will be 12,000 mu in 
1978-79 additionally 2,000 mu will have 
to be found in the two years, i.e., 
1977-79. This quantity is likely to be 
mostly thermal in character with Kalpak¬ 
kam, Tuticorin, Neyveli and Ennore 
providing an extra 1,500 mu, the balance 
of 500 mu may be provided by new 
hydel projects and the existing hydel 
stations after the capacity of the con¬ 
cerned reservoirs has been augmented. 
Even in 1976-77 the proportion of 
thermal power to the total consumption 
will be 45 per cent. This will rise to 50 
per cent by 1977-78 and the cost of 
generation of purchased power is likely 
to go up considerably. 

The board may, therefore, be com¬ 
pelled to raise rate further even if trans¬ 
mission losses and pilferage can be 
reduced by 10 per cent over a period. 
It is naturally anxious that surplus power 
during night should be used by neigh¬ 
bouring states whenever there is need 
and any saving resulting in pursuance of 
integrated operations of the hydel and 
thermal stations should be made availa¬ 
ble to Tamil Nadu. There is even a 
suggestion that there should be a regional 
tariff so that consumers in Tamil Nadu 
will not be unduly penalised and those 
in the predominantly hydel areas will be 
assured of their requirements with an 
increase in the thermal content. 

The controversy in this regard can be 
expected to be overcome after a lapse of 
time. Immediately, however, a new kind 
of thinking is emerging and it is now 
being discussed whether it will be desira¬ 
ble to implement new schemes on regio¬ 
nal basis with the balanced thermal and 
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hydel content. It will probably pay to 
tap hydel resources on the basis of 
perspective planning even while thinking 
of establishing mammoth coal-based 
pithead thermal station. The situation 
will get crystallised when a final deoision 
is taken in regard to erection of super- 


While presenting the annual budget for 
the year 1976-77 With an overall deficit 
of Rs 4.71 crores, the Finance minister 
of Meghalaya, Mr Brington Buhai 
Lyngdoh, pointed out that the state has 
established its offices properly only during 
the last two years and more districts and 
sub-divisions have to be created so as to 
reach the people in far flung areas. 
Moreover, comprehensive changes in the 
various taxes are to be carried out after a 
detailed examintaion of the report of the 
Meghalaya Taxation and Resources 
Enquiry Committee. Under these circum¬ 
stances, the state has allowed the deficit 
to be uncovered. 

The state budget, however, does not 
include the expenditure on power 
development, which is to be financed 
entirely from the resources of the 
Meghalaya Electricity Board. The power 
plan outlay for 1976-77, which has been 
placed at Rs6.50 crores, includes a 
provision of Rs 4.50 crores for Kyrdem- 
kulai power project. This is the only 
scheme under implementation in this 
state with a total installed capacity of 2 
units of 30 MW each. In fact the original 
approved outlay for power in 1975-76 did 
not include any provision for this project. 
Only after protracted negotiations with 
the Planning Commission an amount of 
Rs 4.05 crores was made available on an 
adhoc basis during 1975-76. Following 
this delay, the revised date of commis¬ 
sioning of this project has now been 
shifted to the middle of 1978. 

The rural electrification programme of 
this state has also been delayed consider¬ 
ably. More recently, however the state 
has taken up the programme for rural 
electrification more earnestly and some 
progress is expected in the near future. 

Under the programme for develop- 


therznal stations in Tamil Nadu and 
Andhra Pradesh. It is, however, readily 
agreed that the augmentation of the 
capacity of the Idukki Reservoir has to 
be accorded high priority and the Ho- 
genakkal project on the Cauvery has to 
be executed on an emergency basis. 


ment of industries in the state, the 
Meghalaya Industrial Development 
Corporation is taking steps for promoting 
industrialisation. Two new units, 

Meghalaya Steel and Concrete Produc¬ 
tion Ltd, and Meghalaya Phyto- 

Chemicals Ltd, have come into produc¬ 
tion and Meghalaya Essential Oil and 
Chemicals Ltd, has set up more 

distillation units. Mawmluh-Cherra 
cement factory is to be expanded from 
the existing capacity of 250 tonnes per 
day to 950 tonnes per day and the 
financial difficulties associated with this 
expansion programme have been resolved 
satisfactorily. The state has also acquired 
land at Burnihat for an industrial 
area where infrastructural facilites are 
being provided. Meghalaya Industrial 
Development Corporation has also 
acquired licences for the manufacture of 
asbestos cement sheets, cement, calcium 
carbide, acetylene black, jute products, 
pine apple products and meat processing 
and tannery. Licences have also been 
obtained by some private entrepreneurs 
for the establishment of a cotton mill, a 
mini paper plant, an oxygen gas unit 
and a tannery. Feasibility reports for 
these projects are being obtained and the 
corporation proposes to encourage the 
promotional work in the industrial field. 

The state proposes to obtain a com¬ 
plete idea of the mineral resources before 
any decisions can be taken for their 
commercial exploitation. With this end 
in view, the feasibility report for the 
mining of Nangalbibra coal has been 
finalised. Enough coal is available for a 
thermal power station and a clinker 
factory for which feasibility reports have 
been prepared, and are awaiting decisions 
of the central government. Detailed 
investigations of Lumshnong limestone 
deposits in Jaintia Hills in the context of 
the proposed cement factory, have also 


been taken up. In order to ensure supply 
of coal to Mawmluh-Cherra cements fac¬ 
tory, detailed investigation of Mawlong 
coalfield has been started with assistance , 
from the North Eastern Council. To* 
facilitate analysis of samples of minerals, 
an analytical laboratory has started 
functioning in the state. Some students 
have been awarded scholarships to 
obtain training in earth sciences in order 
to meet future requirements of trained 
personnel. 

important devolodment 

An important development in 
Meghalaya is the settlement of the shift¬ 
ing cultivators so that they can adopt 
settled kind of cultivation. For them 
agricultural and non-agricultural land is 
being improved through terracing, 
reclamation and afforestation. The state 
government has rightly decided to adopt 
a follow up action up to the third year of 
their settlement. In the second year the 
farmers are to be provided with improv¬ 
ed seeds at 50 per cent subsidy and free 
fertilisers and facilities of power tillers. In 
the third year fertilisers are to be 
provided at 50 per cent subsidy and the 
facility of hiring the power tillers at 
official rates. It appears that some kind 
of cooperative organisations have also to 
be encouraged in these areas so that 
these cultivators can obtain (he required 
credit and other facilities. The settle¬ 
ment of 500 families this year will be¬ 
come successful only if the state is able 
to expeditiously remove the difficulties 
being faced by the already settled people 
through procurement of improved seeds 
and fertilisers. 

The Indo-Danish project of cattle 
development at Upper Shillong is 
extending its operations of artificial in¬ 
semination in Nayabuglow area. Some 
imported Jersey bulls have been added 
to the farm. Extensive fodder 
cultivation is also being taken up in the 
fodder farm at Kyrdemkulai. The feed 
mill at Tura is to be provided with a 
new building, construction for which 
has been started. The sheep farm at 
Saitsama has also been extended. These 
measures are likely to yield increased 
availability of meat, milk and milk 
products and will encourage organised 
feed and fodder production. 


Meghalaya's progress 
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rural indebtedness 


Thb problem of rural indebtedness is as 
old as Indian agriculture itself. It is the 
net result of usurious money lending, 
improvident spending and adversities in 
agriculture. The heavy burden of debt 
not only continues to cripple our rural 
economy, but it also grows in alarming 
magnitude. Several attempts have been 
made by expert bodies from time to time 
for a realistic estimation of rural inde¬ 
btedness. Nevertheless, the fact remains 
that the rural indebtedness in physical 
terms is mounting up and the nightmare 
of indebtedness continues to haunt the 
Indian peasants. 

An analysis of the estimations made 
by several committees depicts a linear 
rate of growth in rural indebtedness. 
The findings of the All India Rural Credit 
Survey Committee relating to 1951-52 
show that the total rural indebtdness was 
about Rs 750 crores. The average debt 
per rural family was Rs 160; and the per¬ 
centage of rural families reported borro¬ 
wings was 51.7. After a decade, the All- 
India Rural Debt and Investment Survey 
(1961-62) estimated that the aggregate 
debt for all rural families stood at 
Rs 1034 crores, which is 38 per cent higher 
than the corresponding estimate for 
1950-51. 

declining trend 

The proportion of households reported 
borrowings was 48.8 per cent and 
the average debt per rural family was 
Rs 158 (cash loan only). It is para¬ 
doxical that both the number of families 
reporting indebtedness and the average 
borrowing per rural family declined while 
the aggregate debt for all rural families 
had risen disproportionately. Similar 
trend could be observed in respect of 
borrowing by cultivating families too. 
The All India Rural Credit Review Co¬ 
mmittee (1969) interprets this trend in 
the following manner: “The explanation 
may perhaps lie partly in the differences 
in the method of estimation adopted and 
the varying errors to which such esti¬ 
mates might be subject and partly in 
factors affecting individual state figures 

BASTBKN BOONOMOrr 


which, in turn, could have influenced the 
all-India data” 1 However compatison of 
the results of these two surveys relating 
to the outstanding indebtedness of 
cultivators shows a steady increase. The 
average indebtedness of cultivators, which 
was Rs 364 in 1951-52 rose to Rs 473 in 
1960-61. This indicates an average 
growth rate of three per cent per annum. 

Quite recently the report published by 
the All India Rural Debt and Investment 
Survey relating to 1971-72 also depicts 
an increasing trend in rural indebtedness. 
It has been estimated that the aggregate 
borrowings of all rural households on 
June 30, 1971 was Rs 3921 crores, while 
the average per rural household being 
Rs 503. Forty three per cent of the rural 
families had reported borrowings. Again 
comparison of the levels of borrowings 
per rural household in 1961 and 1971 


discloses the fact that the nature of 
growth in indebtedness in different states 
follow an identical pattern both in 1961 
and 1971. 

It is evident that the indebtedness of 
rural households was over and above all 
India average in Andhra Pradesh, 
Gujarat, Karnataka. Punjab, Rajasthan, 
both in 1961 and 1971. 

Of all the rural households the average 
borrowings of cultivating families accord¬ 
ing to 1971 survey is much larger. How¬ 
ever, no real estimation of the burden of 
indebtedness can be made unless the 
level of indebtedness is related to the 
value of assets. 

Though the magnitude of indebted¬ 
ness is greater in respect of cultivating 
households (i.c., Rs 611.96) the propor- 


TablbI 

Borrowings Per Family (Cash Loan) 


State 


1961 

(R») 


1971 

(Rs) 


Andhra Pradesh 

Assam 

Bihar 

Gujarat 

Haryana 

Himachal Pradesh 
Jammu ft Kashmir 
Karnataka 
Kerala 

Madhya Pradesh 

Manipur 

Maharashtra 

Meghalaya 

Orissa 

Punjab 

Rajasthan 

Tamil Nadu 

Tripura 

Uttar Pradesh 

West Bengal 

All-India 


180.3* 

29.7 

160.5* 

269.5* 


119.2 

230.6* 

133.8 
124.7 

136.9 

40.6 
269.6* 
398.8* 
210 . 0 * 

138.4 

129.6 

158.6 


649.66* 

182.28 

284.76 

926.98* 

921.50 
561.96* 
355.41 
759.46* 
368.80 
393.97 

91.23 
585.37* 

10.24 
165.08 

1,078.88* 

885.59* 

693.43* 

293.50 
338.52 
185.47 
490.62 


* Figures represent the amount above the all-India average. 
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tion of their liabilities to assets is the 
lowest (i.e. 4.27%). On the contrary' 
the proportion of the liabilities of agri- 
cultural labourets to their assets is the 
highest (i.e., 14.2%) while their liabilities 
in absolute terms is only Rs 161.96. 

Wide variations are found among 
different states, when the percentage of 
liabilities of the borrowing households to 
their assets is worked out. 

It is inferred that the proportion of 
liabilities to assets is the highest in Tamil 
Nadu followed by Andhra Pradesh and 
Karnataka. Thus the intensity and 
gravity of indebtedness in more in 
southern states than in other regions. 

Another interesting observation that 
could be made from the comparison of 
the two surveys is that the extent of 
borrowings by cultivators hailing from 
different range of asset groups has also 
gone up. Both in 1961 and 1971, the 
average borrowings of cultivating house¬ 
holds has a positive correlation with their 
asset status. Thus it could be inferred 
that the levels of borrowings of big cul¬ 
tivators was more owing to certain 
obvious reasons such as general infla¬ 
tionary spiral, higher cost of cultivation 
and greater investment outlays in agri¬ 
culture by this group of cultivators. 

specific reasons 

In addition to the conventional factors 
viz. ancestral debt, improvident spend¬ 
ing, uncertainties of agriculture, unem¬ 
ployment and underemployment and non- 
institutional borrowings, the following 
can be identified as specific reasons for 
the growing trend in rural indebtedness: 

1. Increasing monetisation of rural 
economy and commercialisation of rural 
sector in the recent years are the prime 
factors to induce increased borrowings. 
This idea is also endorsed in the report 
of the Rural Credit Follow Up Survey 
(1959-60) which reads as follows: 

“The size of agricultural debt may be 
low in a non-monetized district where the 
current expenditure in cash towards crop 
production is not high. If opportunities 
for investments are lacking in such a 
district either because of the undeveloped 
nature of its agriculture or for any other 
reason, there would be only limited 
borrowing for farm business as a whole 
which would be another factor contri¬ 
buting to a very low level of debt’**. 
For example in agriculturally advanced 
states such as Punjab and Tamil Nadu 
more of indebtedness is observed (Table 
1). Again it is evident from tin fact that 
the increased borrowings have resulted 


in the creation of new assets in agricul- family expenditure and the level of in¬ 
jure and as a result of which the proper- debtedness. Enormous rise in general 
tion of liabilities of the farm families to price level in recent years has caused 
their assets has reduced from six per cent substantial increase in consumption ex- 
in 1951-52 to 4.2 per cent in 1971. penses of rural households. This pro¬ 

blem is more acute in backward and dry 
2. There is an association between regions, where sufficient employment and 

Tablb II 

Average Value of Assets and Liabilities Per Rural Household 


Type of rural 
household 

Total 

assets 

(Rs) 

Total 

liabilities 

(Rs) 

Proportion 
of liabilities 
to assets 

All households 

11.343.34 

503.07 

4.5 

Cultivators 

14,693.99 

611.96 

4.2 

Agricultural 

labourers 

1,139.06 

161.96 

14.2 

Artisans 

2,396.19 

260.80 

10.8 

Other non-cultivators 

4,681.10 

288.44 

6.1 


Table III 

Proportion of Liabilities to Assets Per Borrowing Household In 
Different States 


State 

Total assets 

(Rs) 

Total 

liabilities 

(Rs) 

Percentage 

All-India 

11,343.34 

503.07 

4.4 

Andhra Pradesh 

8,080.29 

663.09 

8.2 

Assam 

7,832.91 

187.53 

2.4 

Bihar 

12,827.92 

302.59 

2.3 

Gujarat 

12,874.38 

928.04 

7.2 

Haryana 

17,138.66 

924.73 

3.4 

Himachal Pradesh 

22,672.70 

562.43 

2.5 

Jammu & Kashmir 

15,259.92 

357.89 

2.3 

Karnataka 

10,761.54 

778.37 

7.3 

Kerala 

11,615.03 

369.42 

3.1 

Madhya Pradesh 

10,520.31 

409.67 

3.9 

Maharashtra 

11,682.07 

597.78 

5.1 

Manipur 

7,296.43 

102.60 

1.4 

Meghalaya 

6,017.62 

14.78 

0.2 

Orissa 

6,023.45 

201.88 

3.3 

Punjab 

31,833.25 

1,083.95 

3.3 

Rajasthan 

12,753.71 

895.16 

7.0 

Tamil Nadu 

6.826.56 

695.00 

10.1 

Tripura 

6,475.28 

241.00 

3.7 

Uttar Pradesh 

13,531.27 

346.77 

2.5 

West Ben'gal 

7,330.78 

201.03 

2.7 

Delhi 

27,688.94 

629.64 

2.8 


Tablb IV 


Borrowings of Cultivators Belonging to Different Asset Groups 



Range of Asset 
group 


1961 

(Rs) 

1971 

(Rs) 



Less than Rs 

500 

45 

113 



Rs 500 - 

1000 

70 

143 



Rs 1000 — 

2500 

98 

223 



Rs 2500 - 

5000 

156 

303 



Rs 5000 — 

10,000 

251 

416 



Rs 10.000— 

20,000 

386 

635 



Rs 20,000 and above 

737 

1,778 
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Come to rliD 
we have many 
attractive 
deposit 
schemes to 
suit everyone 



Whole-life monthly income: 


Multi-benefit 
and old age deposit: 

Recurring deposit : 

Special fixed deposit: 


Automatic extension 
deposit: 

Deposit-1 inked 
housing loan: 


Deposit for just seven years in regular monthly 
instalments; then sit baok and receive 'pension’ 
for life and ensure it for your successors too— 
of an amount equal to your monthly instal¬ 
ment. Your principal remains intact. 

Your money grows @ 31.6%p. a. in a 20-year 
plan; Rs. 5,000 becomes Rs. 36,640. Deposits 
accepted for Rs. 100 and above for periods 
from 13 months to 241 months. 

Plan your future today. Save in monthly 
instalments of Rs. 5 or its multiples for 
12 months to 252 months. 

Receive monthly interest on your Fixed Deposit. 
Example: A deposit of Rs. 30,000 for 61 months 
earns a monthly interest of Rs. 250. Principal 
remains intact. 

, Don't lose interest on your fixed deposits. Leave 
standing instructions with us and we will 
renew account at maturity. 

Start saving today in regular monthly instalments 
—for your dream house. At maturity of your 
deposit, we will loan you an amount equal to 
your own contributiori-to enable you to build or 
buy a house. 


Student deposit : Students of 14 years or above can operate an 

account—and have the thrill of signing their 
own cheques. 

m | For iMails photo eontoct our noorott bronoh. 

181 pun-job notional bonk 
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income have not been generated. "In 
deficit type .-of economy with low land 
yields and chronic failure of crops, the 
need for funds for current consumption is 
high. In such a region, a good year 
amidst a series of bad years does not 
generally result in an appropriate reduc¬ 
tion in the volume of debt or in the pro¬ 
portion of indebted families. The repay¬ 
ing capacity of the cultivators being 
limited, the proportion of families indebt¬ 
ed would continue to be generally high."* 
Thus the problem of indebtedness is 
common both in the developed and back¬ 
ward regions. 

If the problem of rural indebtedness 
is to be kept within meaningful limits 
and manageable proportions, following 
legislative and non-legislative measures 
should be taken: 

1. At present the institutional 
agencies provide only about SO per cent 


of the total rural credit needs. Increased 
efforts by all the institutional agencies 
are called for especially in the context of 
the declaration of moratorium on rural 
debt which may affect the flow of non- 
institutional finance. . 

2. Thete are about 75 million 
marginal farmers with less than one 
hectare of operational holding, 20 million 
artisans and 47 million agricultural 
labourers, in rurul sector, who constitute 
the rural poor. Liquidation of existing 
debt is an essential step in order to give 
relief to these weaker sections. The Debt 
Relief Acts passed in different states 
should be effectively implemented. 

3. Institutionalisation of rural sav¬ 
ings and inculcation of saving habits 
among rural folk is a positive step to 
mitigate this problem. Massive pro¬ 
paganda and education on economising 
expenditure may discourage extravagant 


spending by certain categories of rural 
households. If necessary, certain legisla¬ 
tive measures such as abolishing dowry 
system and imposing austere marriages 
may also be resorted to: 

4. Attempts must also be made to 
bring the money lenders under some form 
of monetary regulation and control on 
the lines suggested by the Banking Com¬ 
mission. Though at present legislations 
sxist in several states for the regulation 
of money lenders they lack enforcement 
which render them ineffective. 

References 

1. Reserve Bank of India; Report of the All 
India Rural Credit Review Committee, Bombay; 
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N.B: Figures have been taken from the re¬ 
ports of the All India Rural Credit Review Com¬ 
mittee. 1969 and All India Rural Debt and 
Investment Survey. 1971-72. 
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commercial banks. The letter stated that 
“some of the practices which have been 
observed in the course of policy imple¬ 
mentation are out of tune with the basic 
objectives of such policy and have to be 
corrected. The maximum rates of inte¬ 
rest on credit that are charged by banks 
fall in this category. The incidence of 
such high rates has also fallen on a 
number of small borrowers.*’ It is in 
this connection the lending interest ceil¬ 
ing has been introduced with a view to 
bringing about an appropriate relation¬ 
ship between the Bank Rate and the 
maximum lending rate. The banks arc 
also required to ensure that there is no 
upward of downward readjustment of 
interest rates down the line. The RBI 
governor’s letter further stated that 
within the ceiling rate of interest pres¬ 
cribed, banks may realign existing interest 
rates in such a manner that the differen¬ 
tial between demand cash credit, loan 
component and the term loan represent¬ 
ing the excess borrowing to be amortised 
— in terms of Tandon panel’s norms — 
is maintained. 

In order to justify the ceiling of 16.5 
per cent on banks’ lending rate the 
Reserve Bank had statistically quantified 
the extent to which commercial banks 
boosted their interest rates on the bulk 
of their advances in 1974 following, the 
increase in the Bank Rate to nine per 
cent and the levy of the seven per cent 
tax on banks’ interest income from 
advances. As on the last Friday of 


Ceiling on bank lending rates 


Tub decision of the Reserve Bank of 
India to prescribe, effective from March 
15,1976, a ceiling of 16.5 per cent on the 
lending interest rate chargeable by larger 
Indian and alt foreign banks is in the 
right direction. In fact, this should have 
been done by the Reserve Bank much 
earlier. While the Reserve Bank has, 
long ago, fixed ceiling rates on deposits 
with a view to reducing unhealthy compe¬ 
tition among banks, it has not done the 
same on the lending rates. The important 
objectives of the ceiling on lending rates 
are to compel the banks to improve their 
efficiency and sharpen their sense of 
priorities. With no ceiling on lending 
rates banks were able to boost their 
income and cover up their deficient cost 
control. In addition, banks far from 
their headquarters have been resorting to 
arbitrary and discriminatory practices. 
Defaulting industrial borrowers are charg¬ 
ed penal interest without any clear cut as¬ 
sessment of the reasons underlying their 
weakness. 

The ceiling rate has been fixed at 16.5 
per cent. This is inclusive of the seven per 
cent central government's tax on banks’ 
interest income from advances. Net of 
the tax, the ceiling thus is approximately 
15.5 per cent. This ceiling covers ad¬ 
vances including bill finance but not the 
advances subject to selective credit 
controls. The ceiling rate will not apply 
to banks with demand and time liabilities 
aggregating less than Rs 25 crores. For 
banks with demand and time liabilities 


of over Rs 50 crores and for foreign 
banks irrespective of the size of their 
deposits, the ceiling rate is 16.5 per cent. 
The banks in the middle category have 
been allowed to charge one per cent more 
than this ceiling. There is no change in 
deposit interest rates and the minimum 
lending rate of 12.5 per cent prescribed 
for advances other than those categories 
specifically exempted has not been 
altered. Rediscount and refinance conti¬ 
nue to be wholly discriminatory. 

Another important direction given to 
commercial banks by the Reserve Bank of 
India relates to the calculation of interest 
on loans. The present practice has been 
that though the calculation varies with 
the break up of period for which loans 
are granted, many banks calculate 
interest on a monthly basis thus inflating 
the total cost of credit. The Reserve 
Bank has now directed the banks that 
they must allow borrowers quarterly rests 
and told them that although the psnal rates 
on irregular accounts will not be covered 
by the operation of the ceiling rate, 
banks should not look upon penal rates 
as a source of revenue. This exemption 
seems to have been designed to give some 
manoeuvrability to banks. It has stressed 
that the essential objective of charging a 
enal rate should be to discipline the 
orrower. 

The approach of the Reserve Bank in 
prescribing ceiling on lending rates was 
clarified by Mr K.R. Puri in his letter to 
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December 1974, the total outstanding constituted Rs 47.16 crores and Rs 3 # 12 
advances of scheduled ocmmercial banks crores respectively (Tables V and VI). 


Table I 

Loans and Advances* of Scheduled Com* 
merdal Banks According to Broad Interest 
Ranges 

(As on the last Friday of December' 74) 



(Rupees in crores) 

Interest range 

amount 

Percent 
of total 

12% and less 
Above 12% and 

1,227,24 

20.8 

up to 14% 

Above - 14% and 

1,221.83 

20.8 

up to 16% 

Above 16% and 

2,528.12 

42.8 

upto 18% 

816.18 

' 13.8 

Above 18% 

107.03 

1.8 

Total 

5,910.40 

100.0 

* Relates to accounts with credit limits over Rs 

10,000 Source: Reserve Bank of India. 


Table II 


Though on the whole the Reserve 
Bank’s decision to impose a ceiling on 
lending rates is a welcome step, the 
measure seems to be half-hearted. The 
bank, has not prescribed uniform rate for 
all advances and for all banks. Small 
banks with demand and time liabilities 
aggregating less than Rs 25 crores ar^ 
free to charge any rate and thus continue 
to indulge in the same practices that the 
Reserve Bank wants to correct. Since 
only about 15.5 per cent of the total 
advances is presently lent at over 16 per 
cent and the exemption given to small 
banks will bring down the share of high 
interest rated loans still further, it is hard 
to say how far the new order of things 
will serve to soften the rigours of high 
interest rates. It would have been better 
if the Reserve Bank has directed the 
commercial banks to charge interest on 

Table III 

Loans and Advances of Commercial Banks 
to Partnerships and Proprietary Concerns 

(Dec. 1974) 


Loans and Advances of Commercial Banks 
to Public and Private Limited Companies 
Including those Managed by the Govern¬ 
ments (Dec. 1974) 



(Rs in crores) 

Interest range 

Amount 

Per cent 
of total 

12% and less 
Above 12% and 

438.49 

15.3 

upto 14% 

Above 14% and 

350.44 

12.2 

upto 16% 

1,690.69 

58.9 

Above 16% and 
upto 18%, 

340.31 

11.9 

Above 18% 

49.71 

1.7 

Total 

2,869.64 

100.0 


Source : Reserve Bank of India 

amounted to Rs 5,910 crores (Table I). 
Out of this Rs 923.21 crores representing 
15.6 per cent of the total advances were 
at an interest of 16 percent and above. 
There were Rs 107.03 crores representing 
about 1.8 percent at an interest of above 
18 per cent. Among the advances to 
public and private limited companies, 
partnerships and proprietary concerns 
and individuals, advances at an interest 
of above 16 per cent constituted Rs 390.02 
crores, Rs 393.43 crores and Rs 86.49 
crores respectively (Tables IX, III and IV). 
Even among advances to public sector 
and the cooperative sector, advances at 
an interest of 16 percent and above 


(Rs in crores) 


Interest range 

Amount 

Per cent 
of total 

12% and less 

344.39 

21.9 

Above 12% and 
upto 14% 

324.77 

20.6 

Above 14% and 
upto 16% 

510.38 

32.4 

Above 16% and 


upto 18% 

453.43 

22.4 

Above 18% 

43.00 

2.7 

Total 

1,575.97 

100.0 


Source : Reserve Bank of India 
Table IV 

Loans and Advances of Commercial Banks 
to Individuals (Dec. 1974) 

(Rs in crores) 


Interest range Amount Per cent 

of total 


12% and less 
Above 12% and 

161.73 

34.4 

upto 14% 

Above 14% and 

109.76 

23.3 

upto 16% 

Above 16% and 

112.20 

23.9 

upto 18% 

75.21 

16.0 

Above 18% 

11.28 

2.4 


470.18 

100.0 


Source : Reserve Bank of India. 


advances wjth half-yearly rests as is done 
on deposits instead of on quarterly basis. 
Table V 

Advances of Scheduled Commercial Banks 
to Public Sector. (Dec*1974) 

(Rs in crores) 


Interest range 

Amount 

Per cent 
of total 

At 12% and less 
Above 12% and 

234.42 

26.1 

upto 14% 

Above 14% and 

413.24 

46.1 

upto 16% 

Above 16% and 

201.75 

22.5 

upto 18% 

44.61 

5.0 

Above 18% 

2.55 

0.3 

Total 

896.57 

100-0 


Source : Reserve Bank of India 
Table VI 

Advances of Commercial Banks to Co¬ 
operative Sector (Dec. 1974) 

(Rs in crores) 


Interest range 

Amount 

Per cent 
of total 

12% and less 
Above 12% and 

48.20 

49.1 

upto 14% 

Above 14% and 

33.63 

34.3 

upto 16% 

Above 16% and 

13.09 

13.4 

upto 18% 

2.62 

2.7 

Above 18% 

0.50 

0.5 

Total 

98.04 

100.0 


Source : Reserve Bank of India 

The Reserve Bank should insist upon 
all banks to charge uniform discount rates 
in bill financing. It is also desirable that 
uniformity should be insisted upon by the 
Reserve Bank in the service charges 
levied by commercial banks. At present, 
the fixing of charges on various types of 
domestic services is left to individual 
banks. Some of the big banks charge 
fantastic rates for collection of cheques 
whereas smaller ones seem to be more 
considerate. Also, the rates differ from 
branch to bra nch. Thebargaining power of 
the customer also counts. It is heartening 
to note in this connection the constitution 
of a committee under the chairmanship of 
Mr V.R. Desai on March 17, 1976 to 
examine the entire issue of penal interest 
rates and service charges levied by banks. 
The committee, which has been asked to 
submit its report within one month, 
should consider these discrepancies and 
would do well if it recommends a rational 
policy in this regard. 
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I WINDOW ON THE WORLD 


Problems of an 


Jossleyn Hennessy, London 


interdependent world 


TRANSMISSION OF INFLATION 

Thb recent cxparicn;c of a rapidly accele¬ 
rating rate of inflation and subsequent 
dramatic decline in ths lev^l of output 
and employment in the industrialised 
countries can be explained largely in terms 
of increase in the international economic 
interdependence since the last war. Speci¬ 
fically, the international spread of accele¬ 
rating inflation that occurred in 1973-74 
stemmed largely from efforts to maintain 
fixed exchange rates. Tin ensuing reces¬ 
sion, moreover, was aggravated by the 
neglect in individual national anti-infla¬ 
tion policy of tin impact thit individual 
measures would have on tiading partners 
in an interdepend mt world. 

Inflation accelerated in 1973-74 follow¬ 
ing the over-expansionary fiscal and 
monetary policies pursued by almost all 
of the world’s industrial countries in the 
early 1970s, policies directed at restoring 
high levels of output and employment 
following the economic slowdown at the 
beginning of the decade. 

The seeds of the breakdown of the 
Bretton Woods ep>ch were planted in 
1965, when the rate of inflation in the 
United States in particular accelerated 
as a result of the increase in US money 
creation associated with the deficit financ¬ 
ing of the Vietnam war. 

benign neglect 

World inflation was intensified when 
the United States was freed from mijor 
concern about gold by tli: 1968 two-tier 
gold agreement whereby central banks 
agreed neither to buy nor sell gold in the 
private market, enabling the Nixon 
administration to focus attention almost 
exclusively on tackling th; 1970 re session 
and to follow a policy of * benign neglect’ 
with respxt to gold and the balance of 
payments. 

Under the influence of a shift by the 
Federal Reserve to an easy money policy, 


the US balance of payments deficit 
deteriorated in 1970 to an unprecedented 
810,000 million from an annual average 
of $1,000 million from 1960 to 1969, and 
Ihen to $30,000 million in 1971. Foreign 
central banks, in order to forestall the 
appreciation of their currencies vis-a-vis 
the dollar because of a preference for 
undervalued currencies, and to force the 
United States to take steps to correct its 
growing deficit, were obliged to purchase 
an uprecedentcd quantity of dollars 
that in turn formed the basis of an equally 
unprecedented increase in the rate of 
growth of domestic money supplies. 

rapid expansion 

Non-Communist central bank holdings 
of foreign currency reserves rose by more 
than $45,000 million during 1970 and 
1971, compared with a total increase of 
820,000 million during the preceding 
twenty years and provided the base for 
a rapid expansion in domestic money 
supplies over and above that desired on 
purely domestic criteria, and so exacer¬ 
bated underlying inflationary tendencies. 

For example, domestic money stocks in 
the United Kingdom and Canada in¬ 
creased at average annual rates of three per 
cent and nine per cent between 1965 and 
1970, and that of France and West 
Germany by six per cent and seven per 
ccn\ During the first quarter of 1971 the 
respective annual rates of increase for the 
United Kingdom and Canada amouted 
to 19 per cent and 20 per cent, and that 
for France and West Germany 20 per cent 
and 10 per cent. In the first quarter of 
1972 rates of increase of 19 per cent, 33 
per cent and, 15 per cent and 10 per cent 
were recorded. 

This excessive monetary creation, 
resulting from last-ditch efforts to pre¬ 
serve exchange rates, occurred at a time 
of strong and simultaneous expansion in 
economic activity in the major industrial 
countries. Simultaneously, speculative 
buying of commodities stemming from 
widespread uncertainty about the future, 


following the Middle East War, was 
superimposed in some cases on a rather 
low initial stock and shortfalls in output. 
This led to a world-wide upsurge in com¬ 
modity prices that began at the end of 
1972 and reached a peak in the first half 
of 1974, and greatly aggravated the in¬ 
flationary problemes facing individual 
countries. With fixed exchange rates 
being generally maintained until the be¬ 
ginning of 1973, the increase in commod¬ 
ity prices was initially reflected-directly in 
domestic price levels, and it was n>t until 
the period of general exchange rate float¬ 
ing began that domestic prices levels, 
depending on the particular national 
monetary policy being pursued, could be 
insulated from world trends. 

II 

FLOATING 

Under a regime of fixed exchange 
rates, individual countries hoping to pur¬ 
sue a rate of inflation below the world 
average were frustrated by various fac¬ 
tors such as the direct impact of increas¬ 
ed prices on the national price level and 
the increase in the domestic money sup¬ 
ply due to rising exchange reserves. 

I hat the adoption of floating exchange 
rates by major world countries has occur¬ 
red at a time of historically high rates 
of inflation has led many observers to 
conclude that floating rates have in some 
way caused or aggravated world infla¬ 
tion. A fall in the exchange rate, it is 
argued, increases the prices of both im¬ 
portables and exportables, encourages 
compensatory money wage increases and 
cost-push inflation iu general. The in¬ 
crease in the domestic prices of tradeable 
goods, however, is part of the mechanism 
for correcting a balance of payments 
delicit through stimulating appropriate 
resource movements anJ changes in ex¬ 
penditure. Furthermore, the once^nd- 
for-all increase in the domestic price level 
caused by the depreciation is not the same 
as inflation, which is defined as a sustained 
upward movement in prices: whether 
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depreciation can be said to cause infla¬ 
tion depends on the particular national 
economic policy being pursued. It was 
economic policies designed to preserve 
exchange rate levels that for various rea¬ 
sons had become seriously out of line, 
and which eventually turned out to be 
unsustainable, that was partly responsible 
for the international diffusion of accele¬ 
rating inflation. 

Floating exchange rates are blamed 
mainly because they were on the inter¬ 
national scene when price levels began 
to respond to the excessive rates of 
monetary expansion that marked attempts 
to prevent the break-up of the fixed ex¬ 
change rate system. The world-wide 
abandonment in the first quarter of 1973 
of fixed exchange rates and of heavy cen¬ 
tral bank intervention in the foreign ex¬ 
change market was necessary for a slow¬ 
down in world inflation because many 
important countries were enabled to pur¬ 
sue essentially independent and less ex¬ 
pansionary monetary policies. 

policy tools 

Policy tools that were and are being 
used by most countries against inflation, 
however, include government tax and 
expenditure credit controls and income 
policies. There has been a debate for 
many years regarding the relative effec¬ 
tiveness of the various policy instru¬ 
ments. ‘Monetarist' economists regard 
changes in the money supply as the most 
important, and even decisive, influence 
on movements in total spending, while 
"Keynsians** argue that changes in aggre¬ 
gate expenditure are better explained by 
changes in the expenditure and tax poli¬ 
cies cf governments, with the object of 
monetary policy being to influence inte¬ 
rest rates and conditions in the money 
capital markets. Regardless of the choice 
of tools, however, a reduction in the rate 
of inflation requires that the increase 
in total spending per period be succes¬ 
sively reduced until it does not exceed 
the growth of real output. 

If this required slowdown in the growth 
of total money spending has to take 
place while expectations are generally of 
a high inflation rate, the result is an in¬ 
crease in the level of unemployment. 

To appreciate this, it is sufficient to 
note that it is the relationship of the 
money wage to the money value of what 
a worker produces that determines the 
profitability of hiring labour. In an 
environment in which high rates of in¬ 
flation are expected to continue, both 
business pricing behaviour and wage bar¬ 
gains will take the expected rate of infla¬ 
tion into aceount. 

When total spending slows, firms find 

fiASTEftN ECONOMIC 


that the prices they are charging are too 
high and prevent them from selling all 
that they wish, since those pried* were 
based on expected continuation both of 
the rate of inflation and of the rate of 
total spending. If prices are reduced in 
order to stimulate sales, lower than ex¬ 
pected profits will be earned owing to the 
earlier granting of nominal wage 
increases in line with the expected rate 
of inflation, and the consequence will be 
an accumulation of unsold stocks or a 
reduc'ion in the level of output and 
employment. Nominal wages will have 
turned out to be too high in relation to 
the money value of what labour produces, 
employment will be reduced and prices 
may be trimmed. 

In the next ‘planning period', expec¬ 
tations of the rate of inflation will be 
revised downwards by both business and 
labour in the face of the deficiency in 
aggregate demand, which will lead to a 
corresponding reduction m the rate at 
which nominal wage rates and prices are 
raised. If the rate of wage and price 
increases, estimated on the basis of the 
inflation rate expected in the following 
planning period, again overestimate the 
rate of total spending, employment will 
again decline. Only after a period of 
tim? has elapsed will full adjustment of 
prices, wages, output and employment to 
the slowdown in total spending be 
achieved, with revised expectations even¬ 
tually making possible a resumption of 
output and employment growth. 

The argument carries a clear impli¬ 
cation regarding the speed at which 
governments might attempt to reduce 
the rate of nominal spending when people 
have strong expectations regarding future 
irfiation. The faster spending is slowed 
the greater will be the rise in unemploy¬ 
ment during the transition to price stabi¬ 
lity. Governments are thus faced with 
a dilemma: a faster reduction in the rate 
of inflation requires a greater rise in un¬ 
employment, and vice versa. An ‘in¬ 
comes policy' is intended to mitigate 
this process, i.c. to reduce the growth in 
spending at a smaller cost in unemploy¬ 
ment. 


Ill 


“MOST SERIOUS SINCE 
THE WAR" 

The slowdown in nominal spending 
throughout the industrialised world that 
began around 1973 was such as to pro¬ 
duce a fall in output and employment 
much greater than had generally been 
expected and the most serious since the 
war. The OECD, in Juiy, 1974, 
stated that 'the OECD area has just 

e ne through the most exceptional dece- 
ation of growth ever experienced'. 


5 - 


The severity of this decline in economic 
activity can Wtraoed partly to the pur¬ 
suit of anti»inflation policies with insuffi¬ 
cient regard for the consequences for 
themselves of other countries* actions, 
to a generally sharp contraction of the 
real money supply (the real purchasing 
power of the money supply), and to the 
effect of the oil crisis in October, 1973, 
when, following the outbreak of the 
Middle East War, oil prices were quad¬ 
rupled by the OPEC countries and 
the Arab members selectively cut back 
supplies. 

The impact of the OPEC decision 
varied from country to country, but the 
general effect was a fall in real incomes 
and a substantial shift in relative prices 
that reduced the output of goods owing 
to the inability of real resources to 
adapt quickly. In the United States, 
for example, the decline in the sales of 
motorcars which in 1974 reached the 
lowest rate for 12 years except for the 
long strike of 1970, can be explained in 
part by the inability of producers to 
shift resources towards manufacturing 
lower petrol consumption models as rapid¬ 
ly as the change in consumer demand. 
Furthermore, the size of the recession 
was increased by the initial existence of 
excessive stocks. 

fundamental point 

The mechanism whereby attempts to 
reduce the rate of inflation lead to tempo¬ 
rary but perhaps prolonged increases 
in unemployment illustrates a fundament¬ 
al point that the effective functioning of 
modern industrial economies depends 
much more than is generally realised on 
reasonable predictability of the value of 
the monetary unit in which contracts are 
drawn and savings and investment plans 
are formulated. If the rate of inflation 
is uncertain, planning for the future 
becomes more difficult, and scarce re¬ 
sources have to be devoted to attempt 
to forecast the rate of inflation. 

It is not, however, only attempts to 
reduce the rate of inflation that can lead 
to unemployment. The very process of 
inflation itself, in societies accustomed to 
reasonable stability in the value of money 
can have adverse employment consequen¬ 
ces by increasing uncertainty, especially 
if nominal price movements conceal the 
true course of important economic vari¬ 
ables. 

For example, current accounting pro- 
ceduies based on historical costs, a pro¬ 
cedure which implicitly assumes a stable 
price level, do not recognise the increas¬ 
ing costs of replacing assets due to in¬ 
flation and thus result in recorded profits 
that are artificially high and hence ex- 
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giger&te the 'availability of internally 
generated funds. 

Nominal pre-tax profits are thus not 
always a correct indicator of the state 
of individual businesses, and neither are 
results comparable over time, owing to 
the infiuence on real results of fluctua¬ 
tions in the value of money. Further¬ 
more, Comparisons between industries 
and firms at a particular point in time 
can be misleading because of different 
fixed asset and inventory positions. With 
taxes based on nominal recorded profits, 
and investors unsure about the true finan¬ 
cial position of individual companies 
and hence cautious regarding the pur¬ 
chase of financial claims, many firms 
have been caught in a liquidity squeeze 
with adverse effects on output and employ¬ 
ment. This squeeze was aggravated in 
many instances by political pressure on 
governments to protect sectors of the 
community from the effects of inflation 
through the control of prices, rents, etc. 

IV 

WHAT TO DO? 

There is a great danger that govern¬ 
ments will yield to pressures for prema¬ 
ture reflation in order to combat the 
rising unemployment that inevitably 
accompanies anti-inflation policies. When 
expectations of inflation are firmly held, 
however, reducing inflation to acceptable 
rates is necessarily a long and costly 
affair; and a reversal of policy would 
simply risk a further acceleration in infla¬ 
tion in exchange for a purely short-term 
drop in the unemployment rate. What, 
however, can be done to alleviate unem¬ 
ployment without at the same time 
encouraging another upsurge in inflation. 

If certain countries decide to reflate 
either because they feel that they have 
achieved a low rate of price increase 
with little danger of re-accelcration, or 
because 1 they simply wish ‘to do some¬ 
thing about unemployment', then their 
trading partners will certainly benefit 
through the stimulus given to output and 
foreign trade. 

Reflation however, while attractive to 
third ceuntiies, through the casing of 
national balance of payments constraints, 
clearly risks recreating world inflationary 
ct nditions and associated problems, 
particularly if the reflating countries 
formulate their economic policies in a 
vacuum. But the maintenance of the 
existing system of managed floating 
offers & better chance of control in this 
respect. Domestically, an announcement 
similar to the undertaking by the Chair¬ 
man of the US Federal Reserve Board 


that the growth of the US money supply 
would be kept in the 5-7£ per cent range 
in the coming months, should reduce 
inflationary expectations and so reduce 
the increase in unemployment resulting 
from any given reduction in the growth 
of total spending. So would the 'indexa¬ 
tion' of wage rates through the adjust¬ 
ment of wages to be realised rather than 
the expected rate of inflation, thus mak¬ 
ing inflationary expectations irrevelant to 
wage settlements. 

An incomes policy might also help by 
influencing behaviour in making wage 
and pnee decisions. For example, it is some 
times argued that worker* press for higher 
money wages in attempts to secure in¬ 
creased real wages and fail to recognise 
that the associated rise in prices will 
leave real wages unchanged. By showing 
the inter-connections on a national level 
between movements in wages, producti¬ 
vity and prices, an incomes policy could 
have an important educational function 
and modify any inflationary bias in wage 
bargaining. 

In addition, changes in the terms of 
lending would help to encourage a 


healthy capital market and provide firms 
with adequate investment capital. For 
example, variable interest rate financing 
1 as become increasingly common owing 
to the recent high and fluctuating rates 
if interest in most industrial countries 
which have reflected high and variable 
inflation rates. Views regarding the 
future course of inflation, and hence the 
inflationary premium to be added to loan 
rates, have changed frequently. In these 
circumstances, there has been an under¬ 
standable reluctance cn the part of busi¬ 
nesses to undertake fixed long-term 
commitments which would lock them into 
high interest rates for the life of the 
agreement. Such financing is favoured 
because it reduces risks to both lenders 
and borrowers from changes in the rate 
of inflation. This type of financing will 
play an increasingly important role in the 
financial world. 

Sources and acknowledgements: The 
foregoing summarises an exclusive 
report in the latest issue of Barclay's 
Review (published by Barclay's. Bank, 54 
Lombard Street, London EC3P: 3AH) 
but the bank is not responsible for my 
wording nor my interspersed com¬ 
ments. 
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WINDOW ON THf WORLD 


Trying time ahead 


These are trying weeks for many in 
west Europe. The promise of improved 
monetary stability that appeared from 
conferences of world leaders at Ram- 
bouillct, near Paris, last December and 
in Jamaica in January has proved 
illusive. The great west European 
organisation, the European Community 
or Common Market, has revealed at 
Luxembourg that it is not even yet pre¬ 
pared to take farther steps towards 
unity and that the distance between its 
members has grown and is still growing 
wider. 

Of the two disappointments the first 
is the greater. For long, not much has 
been expected of the Market—the greater 
Nine is a cumbruous, sclf-contradictory 
successor of the once impressively and 
exclusively united Six. The world can 
afford to wait while the disunited, 
seemingly incompatible Community 
sorts itself out. But it cannot afford 
to wait very much longer while curren¬ 
cies lose substantial parts of their value 
and public confidence in money as such 
begins to vanish. Precisely that is 
beginning to happen and over a wider 
area than before. 

collapsing lira 

Italy, with its collapsing lira, is no lon¬ 
ger merely a sour joke. Dangerously simi¬ 
lar is the position of the British pound 
which daily sinks on the international ex¬ 
changes. Since the first week of January the 
Italian lira has depreciated nearly 25 per 
cent in relation to the dollar, the British 
pound has lost almost 10 per cent and 
the French franc about six per cent. The 
speculative attack on these currencies 
eases temporarily only to intensify again. 

Were world currencies still tied to the 
rigid Bretton Woods system of fixed- 
parity relationship there would be an 
atmosphere of crisis. The relative calm 
with which politicians and bankers can 
regard the steady decline of their cur¬ 
rencies — a calm not shared by all their 
fellow citizens — arises from the machi¬ 
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nery of floating rates which adjust 
promptly the value of currencies in the 
foreign exchange markets to the facts 
of a country’s basic economic trends. 
The sad fact is that these trends arc 
constantly of decline and exhaustion. 

This comparative calmness in the face 
of increasing calamity cannot continue 
for long. There is not only disappoint¬ 
ment that genuine international efforts 
fail to provide more assurance for interna¬ 
tional currencies of long repute but 
concern that countries such as Britain 
and Italy have begun to yield rather 
than fight back, that they are directing 
their fiscal and monetary policies to 
respond to internal political problems 
rather than to defend their own curren¬ 
cies. 

fiscal weakness 

What lies at the root of west Europe’s 
present anxiety, and uncertainty that 
affects or could affect all who trade with 
this area, which is everybody, is the 
fear that nations with falling currencies 
will, as a last resort, seek to use their 
fiscal weakness as a weapon. Neither 
the British nor the Italians appear 
to have controlled significantly the 
high levels of inflation they experi¬ 
ence in their economies. There are 
political risks to governments, even to 
political system, in taking the rampaging 
bull of inflation by the horns. A severe 
clamp down on spending at home, a 
really significant profits and wage freeze 
and compulsory lowering of interest rates 
would put both London and Rome, and 
possibly Paris, in danger. 

The treacherous alternative is to keep 
control to the minimum and to use deep 
currency depreciation to gain competi¬ 
tive trade advantages against commercial 
partners of all types, Increased trade 
resulting from cheaper sales abroad 
would improve home trade returns to 
aid the overall economy —but what 
about the trade partners, many of whom 
have severe payment problems of their 
own ? Is the defence against possible 
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internal disquiet to be increased difficulty 
in already excessively stressed markets ? 

Is the risk of a new tariff war and the 
collapse of the GATT system and the new 
round of tariff talks to be taken to fend 
off immediate fiscal, social and political 
dangers? 

areas of hope 

There appear to be two areas of hope 
in this situation. The first is that 
countries weakest of all in international 
commerce — the industrially developing 
states — are due this year to begin to 
receive some financial benefit from the 
sale of 25 million ounces of gold by the 
International Monetary Fund. These 
sales will probably begin in May in Basle 
and may extend over lour years at fairly 
long intervals in order to avoid depre¬ 
sing the gold market prices. If the price 
were depressed the greater part of the 
IMF’s sale operation would, in every 
sense, be a wasted effort. Since the sale 
is to be gradual the benefit will be 
gradual also but there should be steady 
additional income for some years for the 
world’s neediest and most vulnerable 
traders. 

The second source of hope comes also 
from the International Monetary Fund 
which has proposed a comprehensive new 
set of rules for the world’s monetary 
system. These new rules, which require 
ratification by IMF member governments, 
aim to abolish the official price for gold £ 
and to remove existing restrictions on the 
purchase or sale of gold at market- 
related prices by governments or central 
banks. They would also set up a new* 
IMF investment account which could 
invest surplus IMF funds in interest- 
bearing securities of governments and 
international agencies. These new rules 
would also require the IMF to ‘'exercise 
firm surveillance over the exchange rate 
policies” of its 128 member countries. 

To some extent the newly redrafted 
rules do no more than confirm changes 
that have already taken place in the 
world’s monetary system. For the rest, 
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itho rules seek to give member countries 
4 freedom of choice but not a freedom of 
behaviour in selecting and managing 
their exchange rate. 

Drawn up after several years of ne¬ 
gotiations on international monetary 
informs and finally forked out during the 
Finance ministers 9 meeting last January 
in Jamaica,the new rules appear designed 
to deai with or prevent just such a situa¬ 
tion as at present prevails in the foreign 
exchange markets.Fear of social and poli¬ 
tical disorder, fear of communist partici¬ 
pation in government or of loss of valued 
.assistance from wealthy non-communist 
countries if communists were accepted in¬ 
to government, have all kept Italy from 
following a healthy economic and mone¬ 
tary policy. Things have been allowed to 
slide for years to keep the peace at home 
and keep urgently needed help still flow¬ 


ing from such Valued sources*** tfeftfJ 
and West Germany. $ 

The Italians are afraid tto faeg the 
political fact that their Communist 
party is the strongest (and most capa¬ 
ble) political power in the land. 
Every possible permutation of political 
party grouping has been tried to keep 
them from a share in governing. Similar¬ 
ly. in Britain, the governrrtemha* 1 for 
years bargained with strong political and 
economic forces outside Parliament in a 
determined effort, to retain office or, 
more precisely, to prevent the conserva¬ 
tives from gaining it. The political ills 
of domestic economies, leading to in- 
' otirabfe N inflation/ have ruined one 
currency and amihously threaten the 
other. The French franc, the sick noney 
of Europe in the ’20s, is itself not with¬ 
out internal threat and lack of govern¬ 
ment courage that make it quite un- 
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fif 7t, out? of the I2& governments 
constituting the IMF’s membership 
approve the draft new rules Within the 
next 12 or 18 months that, valuable' inter¬ 
national body will have a machinery to 
encourage the timid, stir the slack and 
bringthe reckless %o a halt in letting thgfr 
monies »'«&n to^ y wbrthlcssness. Tfee 
controlling group would be a group of 
about 20 Finance ministers'ah# cMtral 
bankers who would keep nations’ 
financial behaviour within responsible 
limits and retain a permanent duty Of keep¬ 
ing the delicate machinery of monetary 
reform in tunc with requirements as they 
arose. At present, too much time ia 
required to put financial circumstances 
in order instead of using it to forewarn 
and forearm nations against monetary 
weaknesses. 
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TRADE 

WINDS 


Guidelines for Foreign 
Firms 

Thi guidelines for imple¬ 
mentation of the Foreign 
Exchange Regulation Act have 
been modified so as to ration- 
lise and, in some cases, lower 
the obligation of foreign com- 
anies to reduce their equity 
oldings. Official sources have 
stated that the amended guide¬ 
lines did not in any way 
constitute a dilution of the 
Act’s provisions. On the con¬ 
trary, they amplified and 
clarified certain points which 
had not been fully covered in 
the original Act. The new 
guidelines entitle multi-activity 
companies to lump together 
their priority sector production 
and exports in calculating the 
ampunt by which they have to 
reduce their shareholdings. 

Main Feature 

The other main feature of the 
announcement is the creation 
of an intermediate level of 51 
per cent foreign equity, between 
the original extremes of 74 per 
cent and 40 per cent for 
different types of activity. The 
act aims at channeling the 
activities of foreign firms into 
the priority sector and export- 
oriented ventures. In the 
original form it laid down that 
every foreign firm would have 
to reduce its equity to at least 

74 per cent. Firms engaged in 
the priority sector, either wholly 
or to the extent of at least 

75 per cent, would not have 
to cut their holdings below 74 
per cent. This level of foreign 
shareholding would also be 
permitted for firms exporting 
60 per cent or more of their 
output. Foreign companies noi 
conforming to these require¬ 
ments would be persuaded to 
diversity and alter (heir 
acchutiairaccordingly. if they 


failed to do so, they would 
have to reduce their equity to 
40 per cent. 

The original guidelines did 
not consider the case of multi¬ 
activity firms, partly engaged 
in priority sectors and also 
exporting some of their output 
of non-priority lines of manu¬ 
facture. There was no way of 
clubbing together these factors, 
though both were recognised 
by the government as being 
desirable. To rectify this 
lacuna, the government has 
now permitted this type of 
clubbing with the proviso that 
if the combined amount acco¬ 
unts for 75 per cent or more 
of a firm’s output the foreign 
shareholder will be permitted 
an equity holding of 74 per 
cent. If the combined amount 
comes to between 60 per cent 
and 75 per cent, of which 
exports constitute at least 10 
per cent, the foreign party can 
have a shareholding of 51 per 
cent. If it fails even to hit the 
continued 60 per cent mark, 
it will be forced to reduce its 
equity to 40 per cent. 

Graded System 

Official sources stated that 
the new guidelines had a grad¬ 
ed system of permissible equity 
instead of the very sharp 
choice of cither 74 per cent or 
40 per cent, as formerly. This 
would prove an inducement to 
foreign companies which could 
not teach the combined target of 
75 per cent for exports and 
priority output but could aim 
at the lower target of 60 
per cent. The new amendments 
will not apply to the drug 
industry, which will have to 
face all the rigours of the 
original guidelines. Firms 
engaged in areas of high tech¬ 
nology will, as before, be 
entitled to 74 per cent equity. 


There will beacertain amount of 
flexibility for export-oriented 
companies, and depending on 
the percentage of export the 
amount of permissible equity 
can be raised. A company 
exporting 100 per cent of its 
output can. have 100 per cent 
foreign equity. Whenever a 
foreign company is asked to 
change its activities so as to 
conform to the new specifica¬ 
tions, it will be given one to 
two years to accomplish the 
transformation. If it fails to 
take the appropriate action, 
it will be forced to cut its 
equity to 40 per cent. 

Trade with Soviet 
Union 

The new long-term trade 
agreement between India and 
the Soviet Union for 1976-80 
was signed on April 15, 1976 
providing for an increase in 
the total trade turnover to 
Rs 965 crores by 1980. This is 
more than double the level of 
Rs 412 crores achieved in 1973. 
Thus the new agreement 
fulfils the declaration made 
during the Brezhnev visit in 
1973 that bilateral trade 
should be increased by 50 to 
100 per cent by 1980. The 
trade agreement has not allow¬ 
ed for the impact of several 
production co-operation pro¬ 
grammes which are currently 
under discussion. After their 
finalisation, it is hoped that 
the trade will exceed Rs 1,000 
crores by 1980. Of this, India’s 
exports will be Rs 600 crores 
and imports Rs 400 crores. 
The new trade projections 
have been worked out at 
1975 prices. To the extent 
there is inflation, the projec¬ 
tions will be adjusted accord¬ 
ingly. The agreement was 
signed by the Commerce 
minister. Prof D.P. Chatto- 
padhyaya, and the Soviet 
Foreign Trade minister, 
Mr N.S. Patolichcv. Both 
ministers stated during their 
discussions tha* the two-way 
trade in 1975 was more than 
Rs 700 crores. 

The agreement provides 
for the continued payment in 
rupees for all goods through a 
single clearing account. Over the 
neat five years, goods supplied 
by the USSR India will 


include oil, drilling equipment,, 
kerosene and diesel oil, 
fertilisers, non-ferrous metals, 
asbestos, sulphur, newsprint 
machinery and components. 
It has been agreed that'’the 
two countries will cooperate 
in exports to third countries. 
A start has already been 
made with the supply of 
electrolyser buckets 1 to 
Yugoslavia. India will sell 
the USSR items like tea, 
coffee, spices, oilcakes, leather, 
shoes, garage equipment, 
strorage batteries, electronic 
instruments and components, 
cables, drugs, pig iron, freight 
containers, aluminium foil, 
wood veneers and telecom¬ 
munication cables. A feature 
of the agreement is the 
provision for the 1973 Soviet 
wheat loan to be repaid in the 
form of goods. 

Trade Agreements 

The first five-year trade 
agreement between the two- 
countries was signed in 
December 1953. It brought 
in the concept of rupee trade 
for the first time. In this 
period trade got <ff to a 
modest start. During the 
second such five-year agree¬ 
ment, turnove rose to Rs 380 
croies, while the 1966-70 
period saw a phenomenal 
growth to Rs 1,430 crores. 
In the fourth agreement which 
expired at the end of 1975, 
trade totalled Rs 2,275 crores. 
During this period there was 
a big change in the trade 
pattern, with India becoming 
increasingly self-sufficient in 
machinery and equipment and 
emerging as an exporter of. 
industrial goods. 

Growth in LIC 

The Life Insurance Corpo¬ 
ration has completed individual 
new business of Rs 2,117 
crores in 1975-76 as compared 
to Rs 1,772 crores in the 
previous year, registering a 
growth of 19.5 per cent. This 
business has been done under 
2,014,49! policies as against 
1,795,555 policies in the. 
previous year showing a, 
growth of 12 per cent. The 
average sum assured per policy’ 
has increased from Rs 9,807 t£ : 
Rr! 0,4fl4; A The torp^tibijf 
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has also recorded an impres¬ 
sive growth in its group 
portfolio by writing Rs 3,270 
crcores as against Rs 1,341 
crores of new . business during 
tb£ previous year. This 
shows a growth of 143.9 per 
cent in its group portfolio, 
made possible by the specta¬ 
cular work done in. getting all 
the aimed forces covered under 
these schemes and adding a 
group insurance policy cover¬ 
ing over four lakh UP 
government employees. The 
total number of lives covered 
both under individual and 
the group business numbe¬ 
red 4,309,580 as against 2,716, 
824 in the previous year. Thus, 
in the 20th year of its working, 
the L1C has completed a total 
business of Rs 5,387 crores as 
against Rs 3,113 crores bfo ught 
in during 1974-75. 

Results Impressive 

Releasing the new business 
results Mr R.B. Pradhan, 
chairman of the L1C, stated 
that the Corporation's results 
in 1975-76 were impressive in 
the background of the com¬ 
petition in the saving field. As 
the corporation had to face a 
number of problems in 1973- 
74 and 1974-75, its growth in 
the year under review had 
more than made up for the 
slow pace, he added. Bombay, 
as usual, occupies the premier 
position on the basis of 
volume of business, having 
brought in Rs 222.43 crores, 
followed by Calcutta with 
Rs 120.36 crores. In terms of 
growth in western zone, the 
Surat division comes first with 
29.2 per cent and Poona 
second with 23.2 per cent. In 
terms of number of policies, 
the maximum increase is 
shown by the Jaipur division 
with a growth of 50.3 per 
cent. 

The major contribution 
to the group insurance cover 
came from the defence services 
and the UP government 
employees. During the year, 
group ' insurance schemes 
were introduced for bidi 
workers in Maharashtra, 
cashewuut workers in Kerala 
ns also for municipal 
corporation staff including 


conservancy staff in Luck¬ 
now. 

Convention of 
Public Sector Unitg 

The first national conven¬ 
tion of Public Enterprises was 
held in New Delhi recently. 
The conclusions and recom¬ 
mendations of the convention, 
which was attended not only 
by the chief executives of the 
public enterprises but also the 
secretaries to the government 
concerned, were left to be 
carried on to the government’s 
Bureau of Public Enterprises 
(BPE) and the Standing Con¬ 
ference of Public Enterprises 
(SCOPE). At the very outset 
the need for a declaration of 
the objectives of the public 
sector in the national eco¬ 
nomy was emphasised and 
which would also then be the 
“yardstick” by which these 
enterprises would be judged. 
For its part, the convention saw 
the most important role of 
public enterprises to that of 
promotion of development for 
social gain and of products of 
“strategic nature to achieve 
essential self-reliance and 
reduce imports to the 
minimum” while it thought 
the public sector “should also 
progressively enter into con¬ 
sumer industry on a selective 
basis”. 

Generate Surpluses 

It was emphasiznd that 
public enterprises should be 
run profitably and generate 
surpluses both for their own 
growth and for the public 
exchequer, but that for assess¬ 
ment of their performance, 
more than profitability, the 
achievement of objectives 
should be the basis, taking 
into account the fact of their 
having to undertake develop¬ 
ment of backward areas, 
capital-intensive projects bear¬ 
ing fruit after a long time and 
“non-profitablc” services, be¬ 
sides having to be “model 
employers”. Eaeh undertak¬ 
ing should, therefore, have a 
“corporate plan” dearly defin¬ 
ing the objectives set for it. The 

K eminent, as the owner, 
the right' to lay down 
these objectives (in association 
with an enterprise); approve 


major capital investments, 
make top appointments, issue 
directions (again in consulta¬ 
tion with the undertakings) on 
wages and prices policies and 
call for (appropriate informa¬ 
tion on operations, but a 
convention had to be evolved 
for day-to-day management, 
was left to the undertakings 
themselves. 

Salt of Aluminium 
Simplified 

Allocation procedures for 
all end-users of levy (EC 
Grade) aluminium, both in 
large and small sectors, have 
been totally dispensed with. 
The primary producers of 
aluminium will now be allowed 
to supply the metal to all 
end-users as required. This 
decision has been taken by the 
government in view of the 
record production of alumi¬ 
nium in the country. The 
government have also decided 
that the DGTD and the 
Development Commissioner. 
Small Scale Industries, will 
keep a watch on the off-take 
of levy aluminium, particularly 
in respect of metal used in the 
manufacture of cables and 
conductors for supply to 
state electricity boards. Fur¬ 
ther that an additional 15,000 
tonnes of non-levy aluminium, 
the form of ingots billets, will 
be permitted for export in 
1976-77. 

This simplification of the 
procedure for sale of alumi¬ 
nium has been done after 
reviewing the likely require¬ 
ments for domestic consump¬ 
tion in the current financial 
year, and the anticipated 
production. In view of the 
increased production of alum¬ 
inium, and with the easy 
availability of EC Grade 
aluminium used mostly iu the 
manufacture of cables and 
conductors required by the 
state electricity boards, the 
government had earlier 
announced on February 10, 
1976, simplification of the 
procedure for the sale of 
levy (EC Grade) aluminium. 
The aluminium producers 
were authorised to sell 
such metal to the large scale 
sector (DGTD) units licensed 
to manufacture cables and 


conductors without formal 
allocation orders being 
required. This simplified pro¬ 
cedure was extended by an-, 
other announcement on March 
on 1,1976 to the sale of levy 

g ',C Grade) aluminium during 
arch and April this year 
to the small scale sector (SSI) 
units engaged in the manu¬ 
facture of conductors required 
by the state electricity boards. 
In 1975-76 there had been a 
record production of about 
187,000 tonnes which was 48 
per cent increase over the 
production in 1974-75 and the 
highest annual production so 
far. The capacity utilisation 
of the aluminium smelters has 
subsequently increased all 
round. 

New Aluminium Alloy 

Copper, which ' has long 
held sawy in the electrical 
industry, is now being challen¬ 
ged by a new alloy developed 
by scientists at the National 
Metallurgical Laboratory 
(NML) at Jamshedpur. The 
NML aluminium alloy, it is 
claimed, can replace expensive 
imported copper used in 
electrical machines, motors, 
transformers, magnets, tele¬ 
communications, power lines 
and household wiring. Several 
millions of rupees in foreign 
exchange are expected to be. 
saved and the country's copper 
resources conserved by the 
new aluminium alloy, named 
NML-PM2. India imported 
some 55,000 tonnes of copper 
in 1972-73 at a cost of about 
Rs 640 crores, the bulk of it 
for the electrical industry. 

The NML copper substitute 
has created a stir abroad and 
scientists from Britain's 
National Research and Deve¬ 
lopment Corporation (NRDC) 
visited NML to study the 
technique and assess its suit¬ 
ability for the British electri¬ 
cal industry. According to 
Dr Kumar, applications for 
patenting the new alloy have 
been filed in India, Britain 
and the United States. Claim¬ 
ed to be the “only available 
universal substitute of con? 
per", NML-PM2 is said to be 
a strong alloy, thermally stable 
up to 200'. (Q with a high 
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degree of corrosion resis¬ 
tance. 

IDBI 

The Industrial Development 
Bank of India (IDBI) has set 
up a separate international 
wing which will provide im¬ 
proved and wider financial and 
advisory services to engineer¬ 
ing exports. Disclosing this 
Mr : Raghu Raj, chairman of 
IDBI, stated that the wing 
would, in fact, function as an 
export bank to boost exports. 
Mr Raghu Raj was addressing 
a meeting . under the auspices 
of the National Alliance of 
Young Entrepreneurs (NAYE). 
He said IDBI had also launch¬ 
ed a new scheme of contribut¬ 
ing towards the promoters 
equity for projects of techni¬ 
cian : emrcpfetiutxfs r ‘ and'' hold 
this share of equity in trust 
unitil the promoters Ware able 
to buy it back. This would 
be applicable to its directly 
financed projects. Mr Raj said 
IDBI would also encourage the 
State financial corporations 
to initiate such schemes by 
assuring re-finance assistance. 

DVC 

fhe Damodar Valley Cor¬ 
poration made a record profit 
of Rs 11 crores in 19/5-76. 
Despite an increase in fuel 
costs and a drop in earnings 
from sale of power, DVC had 
lost Rs 48 lakhs in 1974-75. 
Mr G. Jagathpathi, DVC 
Chairman, pointed out that 
including the net surplus the 
corporation raised Rs 19.5 
crores from internal resources 
for a total investment of Rs 24 
crores in 1975-76. He said 
internal resources may provide 
Rs 26.70 crores for the appro¬ 
ved investment plan of 30 
crores for 1976-77. At pre¬ 
sent, DVC had no plan to 
increase the power rate, he 
said. The two main units at 
Bokaro and Durgapur were 
being overhauled but this was 
not likely to affect supply since 
Chandrapura unit 1 and five 
which had developed some 
trouble would resume genera¬ 
tion by the first week of May. 
Special spares had been air¬ 
freighted to repair Chandra¬ 
pura unit 1. Bokaro unit 
four and the second Durgapur 
unit were also expected to be 


ready by the endof this month. 
Mr Jagathpathi^pointed out 
that the construction of two 
new units, Chandrapura six 
and Durgapuf four was pro¬ 
gressing according to schedule. 

Development of 
Technology 

The development councils 
arc being activated to fill the 
technology gap. several commi- 
tees under each development 
councial have been set-up to 
make detailed plans along with 
action programme. Secretary 
of the department of technical 
development stated recently 
that the development of such 
technologies along with stand¬ 
ardisation in materials and 
products would reduce costs of 
production arid would lead to 
reduction in prices also. Some 
progress have already been 
made in some fields such as 
copper wires where some 2,000 
varieties that were in the field 
had been reduced to about just 
300. The development coucils 
are also preparing long-term 
production plans. Chairman of 
the development councial for 
automobile industry Mr Raul 
Bajaj pointed out that all the 
earlier production targets. for 
the automobile sector have 
been-drastically revised and cut 
down in tune with the struc¬ 
tural change in demand that 
had come about because of the 
oil crisis. The report on the re¬ 
vised targets would be submitt¬ 
ed to the government soon. The 
target for commercial vehicles 
has also been cut from 80,000 
to 66,000 by 1978-79. The 
target for cars has been cut 
from 160,000 to just 4,0000 
and tractors from 80,000 to 
52,000. These targets have been 
fixed on the assumption that 
the present relative price of 
petroleun products will remain 
as at present. 

Subsidy far 
Engineering Exports 

The commerce ministry has 
decided to take into account 
promotional cost for tapping 
new markets while determining 
the quantum of cash compen¬ 
satory support for engineering 
gpods. This new criteria will 
be considered by the minister 
while reviewing the cases of 
those engineering items fo^L 


which cash assistance has been 
restricted to a three-month 
period upto June, 1976. The 
decision to allow cash assist 
tanoe just for three months 
had disappointed exporters in 
as much as they feel the uncer¬ 
tainty would hinder the pace 
of contracting. The ministry 
has however, assured exporters 
that the decision on either co¬ 
ntinuance or changes in the 
rates of cash subsidy will be 
announced well before the 
expiry of the three-month 
deadline. 

Growth of Heavy 
Industry 

The export orders for the 
current year with the 16 public 
Sector undertakings under the 
department of Heavy Industry 
at Rs 90 crores are double 
that of last year: They would 
have been much better; but for 
the inability to oiler easier 
credit facilities^ than other 
foreign competitors. The 
union minister of state for 
Industry and Civil Supplies, 
Mr A.C. George stated that, 
though the Indian quotations 
were less than half, the foreign 
competitors were having an 
edge because of easier payment 
terms being offered.' He said 
that though the overall order 
book position for the current 
year was satisfactory, greater 
efforts might have to be made 
to maintain the position in the 
later years. 

Mr George pointed out that 
the 16 public undertakings, 
which included the Bharat 
Heavy Electricals, the Heavy 
EngineeringCorporation (HEC) 
the Hindustan Machine Tools 
(HMT) had increased their 
total production by 32 per cent 
in 1975-76. The production at 
Rs 751 crores achieved 97 per 
cent of the increased target for 
the year. If the price escala¬ 
tion of 7 per cent was taken 
into account the absolute in¬ 
crease was about 25 per cent. 
Encouraged by the achieve¬ 
ment, the target for the current 
year had been fixed at Rs 850 
crores. The profits of these 
undertakings put together 
amounted toRs46 crores in 
1975-76 compared to Rs 31 
crores in. the previous years. 
In 1972-73 these undertakings 
were making losses. 

In 1975-76 the Bharat 


Heavy Plates am) Vessels 
continued to run on loss. 
Among those sick engineering 
units that had been taken over, 
only Jessops had turned the 
comer, with Rs 12 lakhs pro¬ 
fits. The capacity of the 
wagon building industry at 
29,000 wagons was still to be 
utilised fully. Efforts were 
being made to diversify their 
production but it was a time 
consuming process. The total 
exports of these undertakings 
in 1975-76 were Rs 18 crores. 
A significant development in 
the export field was the joint 
venture proposals by the 
Hindustan Machine tools in 
Philippines, Indonesia and Sri 
Lanka. 

Taxmaco Cuts Wagon 
Output 

TEXMACO, which now 
accounts for a third of railway 
wagon production U, the 
country, is planning to reduce 
its production of wagons. This 
was stated by Mr R.C. 
Maheshwari general manager 
of the company. He stated 
that the railways might have 
their own reasons for not 
placing orders for wagons in 
an adequate quantity. He 
admitted that the turn-round 
of wagons had improved and 
the number of wagons falling 
sick had also gone down. He 
added that TEXMACQ was 
going in for the production 
of coal mining equipment 
and road-rollers. It was 
already producing sugar 
machineiy. According Mr 
Maheshwari there will be 
substantial demand for it 
in coming years. The company 
was expanding into other fields 
also. All this would be done 
by installing some balancing 
equipment and without spend¬ 
ing huge sums of money. 

Silver Export 

The State Trading Corpora¬ 
tion has resumed silver exports. 
It has already put through a 
business of over Rs 50 lakhs in 
just a fortnight from April 1, 
and it has plans to raise 
exports to Rs 15 crores this 
year against Rs S crores last 
year. Silver exports are taken' 
off from the OGL'Kst and 'the 
centre has deoided to allow 
exports only from ports of 
Rombby, Calcutta, Madras and 4 
dryport of Delhi from April 1. 
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COMPANY 

AFFAIRS 


Philips India 

Philips India, which has main¬ 
tained its proud record of pro¬ 
gressive rise in sales and profits 
for the past several years, has 
suffered a setback in its work¬ 
ing during 1975 largely due 
to the veiy difficult business 
conditions which prevailed 
during the year. The directors 
have however maintained the 
dividend at Rs 0.95 per equity 
share. Out of the proposed 
dividend, Rs 0.41 per equity 
share will be paid immediately 
while the balance will be paid 
in two equal instalments 
on deferral basis. The 
annual general meeting to 
approve the accounts and the 
proposed dividend will be held 
on June 15. The register of 
members will be closed from 
June 2 to June 15, both days 
inclusive. 

Sluggish Demand 

Consumer demand for most 
of the company’s products 
remained sluggish during the 
major part of the year. Con¬ 
sequently the company's sales 
were down at Rs 59.20 crorcs 
as against Rs 61.56 crores 
in 1974. The gross profit before 
tax, but after charging for 
depreciation and interest, too 
declined steeply to Rs 5.11 
crorcs from Rs. 11.50 crores 
in 1974. The appropriation to 
depreciation reserve amounted 
to Rs 2.00 c.-ores as against 
Rs 1.75 crores in the preced¬ 
ing year while a sum of 
Rs 2.62 crores was provided for 
interest charges as compared 
to Rs. 1.10 crores in 1974. 
Taxation absorbed Rs 3.60 
crores Rs 4.10 crores less than 
in the earlier year. The setback 
in profits was mainly due to 
higher raw material and 
operating costs and because of 
reduction and sales which led 
to a lower recovery of fixed 
expenses. 

After adjustment the direc¬ 


tors have allocated a sum of 
Rs 0.2 million to development 
rebate reserve as against Rs 2.5 
million provided previous¬ 
ly while the allotment to 
debenture redumption reserve 
was maintained at Rs 1.0 
million. The transfer to gene¬ 
ral reserve amounted to Rs 7.2 
million. Despite the recession 
in the world the company 
succeeded in selling Rs 31.6 
million worth of its products 
overseas as against Rs 33.5 
million in 1974. 

Baroda Rayon 

Baroda Rayon Corporation 
has suffered a sharp setback 
in its working during the year 
ended December 31, 1975. 
Although its sales went up 
sharply to Rs 30.43 crores from 
Rs 19.51 crores, gross profit 
recorded a steep decline to 
Rs 1.74 crores from Rs 3.96 
crores in 1974. After providing 
for depreciation, development 
rebate reserve, interest charges 
and making other adjustments, 
the working of the company 
during the year has resulted in 
a net loss of Rs. 32.01 lakhs as 
compared to a profit of 
Rs 63.08 lakhs in 1974. In view 
of the loss and dividend 
restrictions the directors have 
skipped the dividend both on 
preference and equity shores. 

Industrial Licence 

The Company has received an 
industrial licence to increase 
the capacity of its nylon plant 
from 1800 tonnes to 2100 
tonnes per annum, and within 
this overall licensed capacity 
of nylon yarn, the company 
has been licensed to manufac¬ 
ture polyester filament yarn 
up to 360 tonnes. The nylon 
plant has already achieved the 
expanded capacity from inter¬ 
nal resources. The company 
has commenced production of 
polyester filament yarn from 


polyester chips from April 1976. 
It propose to put up a poly¬ 
condensation plant shortly for 
the manufacture of polyester 
chips directly from DMT. An 
Industrial licence has also been 
received by the company for 
the manufacture of 2,000 
tonne of nylon tyre cord. The 
company has further been 
permitted to convert 1,000 
tonnes of tyre yarn into tyre 
fabrics. The company has made 
initial payment to its colla- 
boratoss M/s Unitika Ltd., of 
Japan. It has also concluded 
the contracts with the foreign 
suppliers for the major supply 
of machinery and equipment. 
The financial institutions and 
commercial banks, have agreed 
in principle to extend finan¬ 
cial assistance for this 
project. 

UP State Ind. Dev. 
Corporation 

UP State Industrial Deve¬ 
lopment Corporation (UPSIDC) 
which came into existence 
in March 1961 has grown 
by leaps and bounds. From 
an initial subscribed share 
capital of Rs 25 lakhs it 
has now increased its subscri¬ 
bed share capital of Rs 8.48 
crores. Where only 10,000 acres 
could be developed in 13 dis¬ 
tricts over the last 15 years, it 
is proposing to develop 4000 
more acres within the next two 
years in 10 new districts. Where 
its functions were limited to 
only development of industrial 
areas, joint sector projects 
and Underwriting, to-day 
UPSIDC is enlarging its scope 
pnd spreading in many 
directions. 

Till now the UPSIDC has 
developed land only in terms 
of building, approach roads, 
internal drainage and getting 
electric/power supply. This 
was obviously inadequate. 
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Therefore, UPSIDC has now 
turned to the view that a total 
package of facilities should be 
available to the entrepreneurs 
setting up their units in its 
industrial areas. With this 
end in view, UPSIDC has now 
started constructing Common 
Utility Complexes which will 
contain facilities such as, banks, 
post offices, telex, police out¬ 
post, commercial establish¬ 
ments, guest rooms etc. 

Till 1975-76 the Corporation 
has invested a sum of Rs 11.54 
crores on the development of 
infrastructure. During the com¬ 
ing years, it is proposed to 
step up the pace of develop¬ 
ment. 

Joint Sector Projects 

The other important func¬ 
tion which the UPSIDC per¬ 
forms in setting up joint sec¬ 
tor projects. The Corpora¬ 
tion has so far obtained letters 
of intent/registration with the 
DGTD in respect of twenty pro¬ 
jects. At the moment two pro¬ 
jects arc already in production, 
one being in the hill district 
of Almora. Seven other are 
in various stages of implemen¬ 
tation. Negotiations with vari¬ 
ous parties for 10 other pro¬ 
jects are in progress. The 
normal equity pattern is 26 
per cent for UPSIDC, 25 per 
cent for the collaborator and 
49 per cent of public, but there 
is flexibility in approach depen¬ 
ding upon individual cases. 
In fact the Corporation has 
enlarged the scope of its activi¬ 
ties by participating in the 
equity capital of companies as 
a minor partner. 

The Corporation grants un¬ 
derwriting facilities to units 
coming up in the state. So far 
underwriting has been granted 
by the Corporation to 73 com¬ 
panies in which an investment 
of Rs 501.44 lakhs is envisaged 
to be made by the Corporation. 
The Corporation has gone into 
a few new lines of activities. 
With a view to stimulating 
industrial activity in some selec¬ 
ted backward areas, the Cor¬ 
poration is sponsoring Indus¬ 
trial Complexes of Small Scale 
Units. The lines which have 
been identified include among 
others: Textiles, automobile 
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pirta,* forest-based products, 
alcbhol etc. 

Somany-Pi Iki ngton’s 

Tbe board of directors of 
Somany-Pilkington’s Limited 
has recommended issue of 
bonus shares to the equity 
shareholders by capitalising the 
reserve of Rs 30 lakhs. Bonus 
shares is proposed to be issued 
in the proportion of one fully 
paid equity bonus share for 
one existing share. An extra¬ 
ordinary generalmeeting of the 
company will be held on May 
15, 1976 in order to seek ap¬ 
proval of the shareholders on 
the bonus share issue. 

it is one of the rare cases 
where a company starting pro¬ 
duction in March 1972 has 
issued a bonus of 1:1 in first 
4 years. The company has 
already completed its first 
phase of expansion by doubling 
the capacity from 5400 tonnes 
to 10000 tonnes per annum, 
and are now engaged in raising 
the capacity further to 21,000 
tonnes per annum. 

MICO 

The millionth multi-cylinder 
fuel injection pump, a high- 
precision device which can be 
described as the heart of every 
vehicular diesel engine, was 
presented on April 14 to 
M. A. Sivasailam, chairman 
of the Simpson group of com¬ 
panies, to whom the first MICO 
multi-cylinder fuel injection 
pump was supplied 20 years 
ago. On this occasion, 
Mr D.N. Vatcha, vice-chairman 
of Motor Industries Co Ltd, 
said that both the companies 
had striven to promote the 
country’s self-reliance in the 
diesel engine industry. The 
manufacturing programme of 
MICO includes several types 
of multi-cylinder fuel injection 
equipment used on vehicular, 
tractor and industrial diesel 
engines. The range of multi¬ 
cylinder pumps covers engines 
having 2 to o cylinders. 

In addition to meeting the 
country’s requirements of 
multi-cylinder fuel injection 
pumps, MICO has been export¬ 
ing such pumps on an increas¬ 
ing scale, mainly to original 
equipment customers in the 
developed countries. Nearly 


half of all multi-cylinder fuel 
injection pumps manufactured 
by the company are being ex¬ 
ported. This has been made 
possible to a large extent by the 
high quality standards which 
the company has consistently 
striven to maintain. The colla¬ 
boration with Robert Bosch 
GmbH of Germany has ena¬ 
bled the Company to have the 
latest techniques of manu¬ 
facture and quality control in 
the factory. With the pro¬ 
gressive growth of MICO’s 
manufacturing facilities, a very 
high indigenous content has 
been achieved. 

Voltas 

Voltas Limited has exported 
the country’s first comprehen¬ 
sive sprinkler irrigation sys¬ 
tem, earning abou tone million 
rupees in hard currency. The 
system consists of various items 
including nozzles, irrigation 
tubings, tripods, pumps and 
electrical panels. The project 
was executed in a record period 
of seven weeks—from draw¬ 
ing-board stage to the final air¬ 
lifting of these item to Muscat. 

Voltas engineers will install 




and commission the new sys¬ 
tem, the first of its kind in the 
Sultanate of Oman. With this 
order, a new avenue for Indian 
expertise in agro-engineerig 
and water management has 
been established in export mar¬ 
kets. More orders are ex¬ 
pected shortly. 

Guest Keen Williams 

Guest Keen Williams has 
reported impressive improve¬ 
ments in its working results 
during the 53 'week period 
ended January 3, 1976. Turn¬ 
over during the period under 
review recorded a smart rise to 
Rs 80.55 crores, registering 
an increase of as much as Rs 
5.45 crorcs over the correspon¬ 
ding period of the previous 
year. The net profit, after 
providing the depreciation and 
taxation, too was appreciably 
higher at Rs 1.56 crores as 
against Rs 1.19 crores in the 
earlier year. The appropriation 
to depreciation was reduced 
to Rs 3.86 crorcs from Rs 6.79 
crores while the allocation to 
taxation was lower at Rs 2.56 
crorcs as compared to Rs 3.89 
crores a year ago. The 
directors have proposed an 


equity dividend of 16 per cent 
for the year. 

Dunlop India 

The provisional results of 
Dunlop India Limited for the 
year ended December 31, 
1975, indicate that total in¬ 
come for the year was 
Rs 167.44 crores. This was 14 
per cent higher than the pre¬ 
vious year due to a slightly 
higher volume of production, 
changes in the product sales 
mix, and the full year impact 
of revisions to selling prices 
made in 1974. Profit before 
tax for the year amounted to 
Rs 8.St crorcs. 

Reports have recently ap¬ 
peared in the press to the effect 
that the company’ propossed 
issue of bonus shares in the 
ratio of one for three has been 
accorded government ap- 
proval. The company wishes Ij 
to clarify that this approval ] 
dated February 21, 1976 was J 
subject to the fulfilment ofj 
certain conditions by March?! 
31, 1976. The Company V* 

proposals arc, however, still ) 
being considered by the govern- : 
ment, and the company has 
asked for an extension of time | 


£conomiit 30 If ears -Q<jo 

APRIL 19, 1946 


Recently there has been a spate of literature 
regarding the rehabilitation of agriculture in tbis 
country with particular stress on the necessity for 
improving the yield of food crops. Apart from 
the programmes of the Congrees working and 
Provincial Committees, which, by the way, 
emphasize more on conservation and procurement 
of the existing stock of cereals, there is the "Food 
Plan” published under the auspices of the Royal 
Institute df International Affairs, which was 
reviewed some time back in these columns. It is 
true that the challenge presented by the Indian 
population and food production has engaged the 
attentioo of many public bodies and individuals 
here and abroad and baffled not a few, but we 
are afraid it has been reduced almost to a 
platitude to suggest the remedy as an increase in 
tbe food production and having suggested that 
look abroad for international help. The Five- 
Year Food Plan of a Sub-committee of the 
National Planning Committee, published recen¬ 
tly in the form of a resoultion, is refreshing at 


least on account of its practical approach to get 
the plan going, if not for anything else. Giving 
a 15-point programme covering practically all the 
important aspects of agriculture, the Committee 
lays stress on the formation of agricultural co¬ 
operatives, particularly for bringing uncultivated 
land under tho plough, upon improving agricul- 
ural and fishing techniques and upon planned 
breeding as a means of increasing the supply of 
animal foods. Particular reference has been made 
to the archaic methods of fishing that exist now 
and the pitiable misuse of cattle by being employ¬ 
ed for ploughing, haulage and transport as well 
as milk production, which in the words of the 
Committee, servos neither object satisfactorily. 
While the statement of the problems and the 
assertion that they should be remedied may be 
nothing new, the declaration that import of food 
need not be necessary if resources were properly 
developed (and the Committee sets to develop in 
within five years) is worth attention. 
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■■Vtoyonl Mirch 31. If)76, In 
thw: circuimtances there will 
bs a slight but inevitable delay 
in finalisation of the 1975 
annual report. 

Unit Trust of India 

The Unit Trust of India has 
announced a temperary sus¬ 
pension of sale of capital units 
with effect from the close of 
business on April 21, 1976. 
The eap'Ul units introduced 
from January l f 1976 have 
received overwhelming support 
from the public. Till March 
3D, 1976 sale of capital units 
aggregated Rs 6.57 crores un¬ 
der 15,704 applications. 

A scheme like this which 
envisages doubling of capital 
in 5 years needs to be consoli¬ 
dated by the investment of the 
funis in suitable growth shares. 
This takes some time, and 
hence this temporary suspen¬ 
sion. The resumption of sale 
of capital units will be an¬ 
nounced in due course. Re¬ 
purchases of capital units 
will start from July 1, 1976. 

Sale of units under all other 
schemes of the trust, viz. 
1961 scheme, children's gift 
plan and Unit-Linked Insu¬ 
rance Plan, 1971 (CJLIP) will 
continue as usual. 

News and Notes 

The output of Tata 
Commercial Vehicles manu¬ 
factured by the Tata 
Engineering and Locomotive 
Company during the period 
January-March 1976, amoun¬ 
ted to 7,287 units us compared 
to 6,543 units produced during 
the corresponding period last 
year. The total output for the 
financial year 1975-76 was 
26,008 units as compared to 
22,587 units produced during 
1974-75. 

The School of Hotel 
Administration, Cornell Uni¬ 
versity, will be holding a three- 
week course in hotel adminis¬ 
tration, the first of its kind in 
India, from May 24 to 
June 12 at Hotel Chola, 
Madras, 

The course has been organi¬ 
sed by the hotels division of 
ITC Ltd with a view to in- 
1 creasing vitally-needed exper- 
i tise in the hoteliering and tra- 
3 vel trades, with the larger objec- 
\ tive of enabling India to tap 


more fully the vast and grow¬ 
ing source of foreign exchange 
that tourism offers. 

The course wilt be conducted 
by senior members of Cornell 
University’s school of hotel 
administration and certificates 
will be awarded by them. Emi¬ 
nent guest speakers will be 
drawn from the tourist industry 
in India and abroad. It is 
especially aimed at the middle 
and top cadres of the hotel 
industry, the travel trade and 
graduates of catering and 
craft Institutes. 

A record output of Rs 126.9 
crores against a target of 
Rs 112.8 crores has been 
achieved by the Bhopal Unit of 
the Bharat Heavy Electricals 
Limited during the last finan¬ 
cial year ending March 31, 
1976. This represents nearly 
24 per cent increase in out¬ 
put over the previous year i.e. 
1974-75. 

Out of the 1391 MW of 
power plant produced during 
the year, 636 MW constitute 
the thermal and nuclear sets 
and 755 MW hydro sets. In 
addition, 1543 nos. of indivi¬ 
dual switchgear, over 1000 
control and relay panels. 
3,00,000 KVAr of HT/LT 
capacitors, 400 coupling capa¬ 
citors, 108 power and special 
transformers, 890 instrument 
transformers, 600 traction 
motors, 150 traction and aux¬ 
iliary generator: and 500 in¬ 
dustrial machines were also 
manufactured during the year. 

In the field of export, switch- 
gear, control panels, indus¬ 
trial motors and transformers 


developed indigenously in ad¬ 
dition to the 500 items already 
in use. Import substitution of 
these 75 items has resulted in 
the foreign exchange saving of 
approximately 1.5 crores. 

New Issues 

Digital Electronics Ltd, 
which is engaged at present in 
the manufacture of strip chart 
recorders, will enter the capital 
market on May 5 with a public 
issue of 37,000 equity shares 
of Rs 10 each and an offer for 
sale of 42,800 equity shares of 
Rs 10 each at par to finance its 
expansion programme. The 
total capital cost of the project 
aggregating Rs 34 lakhs will be 
financed from the proceeds of 
the total equity issue of Rs 12 
lakhs, including the shares 
already issued, an ICICI loan 
of Rs 12.5J lakhs and bank 
borrowings. 

The company, which has 
been in the field of electronics 
for the past three years, has 
plans to manufacture higher- 
accuracy and better perform¬ 
ance strip chart recorders and 
plotters to cater to the require¬ 
ments of growing scientific, 
research and development acti¬ 
vities. To obtain the know¬ 
how for the company’s sophisti¬ 
cated products, it has entered 
into a collaboration agreement 
with Bausch Lonib Inc of 
USA which has been approved 
by the government. 

The company has already 
acquired the necessary land in 
Bombay and the construction 
of factory building has been 


completed. The management 
ejects to start trial production 
by June and commercial pro¬ 
duction two months thereafter. 
It expects to be able to pay a 
reasonable equity dividend two 
years after the start of the com¬ 
mercial production. 

Keltron Component Com¬ 
plex promoted jointly by 
Kerala State Electronics Deve¬ 
lopment Corporation and 
Kerala Employment Promo¬ 
tion Corporation will issue on 
May 5, 7 lakh equity shares 
of Rs 10 each and 20,000—11 
per cent cumulative redeema¬ 
ble preference shares of Rs 
100 each at par to raise a part 
of the finance for its Rs 5.42 
crore project at Cannanore for 
manufacturing 18 million alu¬ 
minium electrolytic capacitors 
per annum of industrial and 
consumer grades. 

Aluminium electrolytic capa¬ 
citors are the most widely used 
components in consumer and 
industrial electronics applica¬ 
tion. The company will be 
manufacturing this type of 
capacitors for the first time in 
the country. The company has 
an obligation to export 75 per 
cent of its production for the 
first five years. The foreign 
collaborators have offered to 
buy back under mutually agre¬ 
ed terms and conditions 6.48 
million pieces in the first year 
and 10.8 million pieces in the 
subsequent four years, corres¬ 
ponding to 60 per cent of the 
annual production. Commer¬ 
cial production is expected to 
start by April 1977. 


manufactured at the Bhopal 
unit were exported to Austra¬ 
lia, Malaysia, Nepal and Tan¬ 
zania. 

Design and technology deve¬ 
lopment work made further 
headway and a number of 
designs for new products have 
been successfully established. 
These include designs for 
motors for the oil rigs and tram 
cars, 400 kV current trans¬ 
formers; 750 1CW generators 
for Indian Navy, vertical 
slipering induction motors for 
Rajasthan Canal Project and a 
higher capacity traction trans¬ 
formers for a new series of 
freight locomotives. 

In the area of import sub¬ 
stitution, 75 new items were 


(Per cent) 

Equity dividend 
declared for 


Name of the company 

Year ended- 

Current 

year 

Previous 

year 

Higher Dividend 

Bata India 

Dec. 31, 1975 

12.0 

Nil 

New India Industries 

Dec. 31, 1975 

15.0 

12.0 

Mysore Kirloskar 

June 30, 1975 

12.0 

10.0 

Alembic Chemical 

Dec. 31, 1975 

12.0 

2.0 

Same Dividend 

Alembic Glass 

Dec. 31, 1975 

10.0 

10.0 

Standard Batteries 

June 30,1975 

Nil 

Nil 

Automobile Products of 
, India 

July 31, 1975 

Nil 

Nil 

Cooper Engineering 

June 30, 975 

Nil 

Nil 

Reduced Dividend 

Oudh Sugar 

June 30,1975 

6.0 

12.0 

Venkatesa Mills 

Dec. 31,1975 

Nil 

6.0 
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Import policy 
for April 1976- 
March 1977 

The Import policy for 1976- 
77 was announced an April 14, 
1976. 

This import policy has been 
framed keeping in view the 
following objectives: 

(a) To fulfil its role as an 
important instrument of 
achieving the national 
objectives of greater eco¬ 
nomic growth and indus¬ 
trial production; 

(b) To facilitate the availa¬ 
bility of industrial inputs; 

(c) To provide essential im¬ 
ported inputs for enlarg¬ 
ing the export production 
base as also a sustained 
growth thereof: 

(d) To encourage import sub¬ 
stitution by eliminating 
non-essential imports; 
and 

(c) To streamline procedures 
so as to eliminate delays 
and to make these facili¬ 
ties available easily and 
expeditiously. 

Important changes have been 
introduced through the new 
policy. The form and content 
of the consumption certificate 
have been revised. There are 
certain items which will no 
longer be needed to be included 
in the consumption certificate. 
Another important change in¬ 
troduced is the scheme for 
supply of selected canalised 
items directly to actual users 
by the canalising agency with¬ 


out any release orders. Addi¬ 
tional facilities for import of 
samples, raw materials, com¬ 
ponents etc. for research and 
development are also being 
provided. For import of com¬ 
ponents, raw materials etc. 
in the Free Trade Zone as also 
for import oiTcathcrmachinery, 
Open General Licence facilities 
are being given. 


Actual Users and Estab¬ 
lished Importers 

Select Industries 

The classification of “select” 
and “non-select industries 
which was introduced last year 
is being retained. Light ex¬ 
port-oriented industries such 
as coffee, tea, jute, cotton tex¬ 
tiles etc. have been added to 
this list. 

Automatic Licensing 

The system of automatic 
licensing introduced during 
1975-76 is being continued. 
Initial licences for imported 
inputs will be available without 
having to go through the spon¬ 
soring authority. Two addi¬ 
tional facilities are being 
added: 

(i) To provide flexibility, 
industrial units can now 
exercise a choice between 
consumption and licen¬ 
ces issued as between two 
years, namely, 1975-76 
and 1974-75; and 

(ii) To enlarge the base for 
automatic licensing, the 
value of licences will be 
determined by adding I lie 
licences issued on actual 
user basis plus REP licen¬ 
ces issued against own 
exports plus licences ob¬ 
tained as a nominee- 
manufacturer. 

Automatic licences will be 
issued with the same modes of 
financing and for the same 


items as were covered by the 
licences issuedjfor the previous 
licensing period. However, 
items which are not permitted 
during 1976-77 and those which 
will now be available directly 
from the canalising agency 
without release orders, will be 
excluded from the automatic 
licences/releasc orders. 

Supplementary Licensing 

The scheme of supplementary 
licensing will also continue. 
Units desirous of obtaining 
supplementary licences will 
need to apply through the 
sponsoring authorities and their 
applications will be considered 
by the Supplementary Licens¬ 
ing Committee. A new provi¬ 
sion introduced this year is to 
extend supplementary licensing 
facility to such units in the 
non-select list where produc¬ 
tion during the previous year 
has been unduly low. Appli¬ 
cations in such cases will be 
routed through the sponsoring 
authorities and will be consi¬ 
dered on merits. 

Import of Iron and Steel Items 

A major procedural change 
has been introduced for im¬ 
port of iron and steel items. 
In respect of items which are 
not available indigenously and 
the import of which is canali¬ 
sed, the canalising agency, 
namely, SAIL International 
Limited will allocate raw mate¬ 
rials directly to the actual users 
for their 12 months* require¬ 
ments without the production 
of release order front the licen¬ 
cing authority. In respect of 
items which are produced 
mainly by the integrated steel 
plants, the Steel Authority of 
India will advise the actual 
users to approach the indige¬ 
nous producers. In respect of 
items the import of which is 
allowed on a restricted basis, 
the actual users will make an 
application to the licensing 
authority who will issue the 
licence release order under the 
system of automatic and sup¬ 
plementary licensing. 

Special Facilities for Small 
Scale Units 

Units in the small scale sec¬ 
tor will be eligible for the same 
facilities of automatic licensing 
and supplementary licensing as 


applicable to the DGTD 
units. However, as a'measure 
of further liberalisation in the 
policy for this sector, an in¬ 
crease of 20 per cent will be 
made in the value of licences/ 
release orders as computed 
under the automatic system of 
licensing at the initial stage 
itself. This will greatly re¬ 
duce the need for them to 
apply for supplementary licen¬ 
ces. Individual cases of 
hardship will be considered by 
the special committee under 
the Chairmanship of Chief 
Controller of Imports and 
Exports, Now Delhi. 

Capacity Assessment 

1 he piescnl system of capa¬ 
city assessment on a single shift 
basis will continue. As a 
measure of further facility for 
the small-scale sector, it is 
being provided that capacity 
assessment can be made on 
more than a single shift basis 
where continuous production 
is involved or where the in¬ 
dustry situation so warrants. 
Such proposals will, however, 
be considered only on the reco¬ 
mmendation of the Develop¬ 
ment Commissioner, Small 
Seale Industries, New Delhi. 

The mode of financing for 
grant of import licences to the 
units in the small-scale sector 
has been substantially liberali¬ 
sed. They will now be able to 
get licences up to Rs 50,000 in 
free foreign exchange as against 
Rs 10,000 at present. Small 
scale units can also claim licen¬ 
ces without reference to con¬ 
sumption on a repeat basis if 
the value of the previous licence 
release order is up to Rs 
50,000. 

New units in the small scale 
sector could obtain licences 
on the basis of 40 per cent of 
the value of installed machinery. 
This limit is now being raised 
from 40 to 50 per cent. The 
maximum limit is also being 
raised to Rs 2 lakhs for six 
months in the case of select 
industries and one lakh rupees; 
in the case of others. The pre-. 
sent limits are half of these. 

Facilities applicable to small 
scale units set up by the engi-*; 
neering graduates, ex-service \ 
personnel, science graduates, 
diploma holders in engineering.’* 
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ot*3. will 'cd minus. Units set 
up by oersm bringing to 
scheduled castes and scheduled 
tribes will from now get the 
sain: facilities as applicable to 
units set up in backward areas. 
In the case of units belonging 
to the ab>ve categories, the 
vahie of initial licences will be 
calculated at 100 per cent of the 
value of machinery instead of 
7S per cent, as applicable dur¬ 
ing the previous year. The 
above facility for scheduled 
castes and scheduled tribes is 
being introduced for the first 
time this year. 

All exporting units. IDA 
industries, units set up in back¬ 
ward areas and those belong¬ 
ing to engineering graduates, 
science graduates etc. will get 
licences at 75 per cent of their 
entitlement under free foreign 
exchange and the balance under 
UK credit, subject to a mini¬ 
mum of Rs 53.000 under free 
foreign exchange. 

Imports of Spare Parts 

Though the basis for calcula¬ 
tion of licences for spare parts 
will remiin the same, the pro¬ 
cedure is being immensely 
simplified to avoid diiHeulties 
generally faced at the time of 
custom* clearance. It is now 
being provided that clearance 
for spire parts imports may be 
obtained, on the basis of a 
declaration given by the party 
confirming tint the item* im¬ 
ported are apare parts and are 
required for maintenance of 
the machinery installed in his 
factory and for use therein. 
The value limit for import of 
non-permbsible spare parts is 
being raisea from 10 per cent 
to 23 per cent of the face value 
of licences, though the condi¬ 
tion regarding value/of a single 
spare part not exceeding Rs 
50,000 will remain unchanged. 

As a measure of further 
simplification of procedure, 
applications for licences for 
spare parts can be made with¬ 
out any certificate regarding 
particulars of machinery in 
possession of the applicant 
but accompanied by a copy of 
the licence issued for this 
purpose last year. Fresh licen¬ 
ces will thereafter be issued on 
a repeat basis. Detailed list 


bf machinery witl be required 
only where no licence was ob¬ 
tained previously or where the 
actual user, for some reason 
or the other, is not willing to 
get licences on repeat basis. 
The present value limit of 
emergency spares is also being 
raised from Rs 25,000 to Rs 
40.000 in the case of large-scale 
units and from Rs 10,000 to 
Rs 20,000 in the case of small- 
scale units. 

Import of Non-permissible 
Spares 

As a new facility, units be¬ 
longing to non-select industries 
can also import non-permissi- 
ble items including spares 
against their licences for raw 
irutcrials and components up 
to 5 per cent of the value of 
their licences without endorse¬ 
ment of such items on the 
licence provided that the items 
are required by them for pro¬ 
duction. 

Research and Development 
Facilities 

A major simplification has 
been introduced to meet the 
requirements of raw materials, 
components, equipment, in¬ 
struments, etc. by research and 
development units. All re¬ 
search and development units 
either in ihe government or 
private sector which are recog¬ 
nised by the Department of 
Science and Technology will be 
eligible to import their require¬ 
ments of raw materials for 
research and development pur¬ 
poses without a licence upto 
Rs 1 lakh per annum. Only 
for values in excess of this 
amount, they should approacn 
the licensing authority through 
the Department of Science and 
Technology. 

Canalisation of Imports 

A mijor innovation in the 
policy has been made whereby 
the canalising agency can allo¬ 
cate certain imported raw mate¬ 
rials directly to the actual users 
without the actual user having 
to obtain a release order from 
the licensing authority. The 
actual users can make a direct 
application to the canalising 
agency concerned for their 12 
months' requirements. The 


canalising agency would res¬ 
pond within 45 days whether 
they will be in a position to 
arrange supply of the required 
material within a period of six 
months or according to the 
phased programme of delivery 
indicated by the actual user, 
which ever is later. The liabi¬ 
lity of the canalising agency for 
supply of the material will arise 
only after satisfactory financial 
arrangements have been made 
by the actual users with the 
canalising agency. The items 
covered by this scheme and the 
name of the canalising agency 
concerned have been indicated 
in Annexure /. 

Iu order to enable the cana¬ 
lising agencies to devote their 
resources adequately to the 
new system of distribution of 
imported raw materials with¬ 
out release order, certain items 
have been kept outside the 
purview of canalisation where 
such items are not suitable 
for bulk purchases, the users 
are also many and the specifica¬ 
tions are large. 

Open General Licence 

Import of machinery requi¬ 
red by the leather industry and 
which are not produced in the 
country will be allowed on the 
Open General Licence up to 
the March 31, 1977. Simi¬ 
larly, import of certain iron 
and steel items will also be 
allowed under OGL upto 
March 31,1977. The facility for 
import of wattle extract, wattle 
bark, etc. under OGL will also 
bo available upto March 31, 
1977. The list of items, import 
of which will be allowed under 
Open General Licence is given 
in Annexure II. 

Established Importers 

The quota for established 
importers has been raised in 
respect of drugs and medicines 
from 7± per cent to 10 per cent. 
In order to meet the require¬ 
ments of spare parts, the value 
of quota licences issued for (a) 
motor vehicle parts; (b) tractor 
parts; (c) spare parts of 
machine tools; and (d) spare 
parts of diesel engines will be 
enhanced by 20 per cent. The 
minimum value of licences for 
established importers has also 


been raised from Rp 1250 to 
$s 1500. 

Change in die Item-wise Policy 
for Actual Users 

A number of items for which 
indigenous capacity has deve¬ 
loped will not normally be 
allowed for import. A list 
of these items is given in An¬ 
nexure III . 

Import of certain items will 
be allowed subject to face value 
restrictions. A list of these 
items is given in Annexure IV. 

Certain items which were not 
allowed for import will now 
be allowed in view of the change 
in the indigenous availability. 
A list of these items appears in 
Annexure V. 

In respect of many items, the 
face value restrictions for small 
scale units have been relaxed. 

Capital Goods 

The list of machinery which 
has been cleared from indige¬ 
nous angle and for import of 
which the individual entrepre¬ 
neurs are not required to issue 
advertisements by way of notice 
to indigenous manufacturers, 
before applying for import, has 
been enlarged. 

Import licences to small 
scale units requiring capital 
goods for a value of Rs 25,000 
from GCA or Rs 50,000 from 
UK/Rupce Area will be issued 
by the regional licensing autho¬ 
rities on the recommendation 
of the State Director of In¬ 
dustries concerned who will 
certify both essentiality and 
indigenous clearance. This is a 
major change that has been 
introduced where the State 
Directors of Industries will be 
giving the indigenous clearance. 

Validity of Indigenous Clearance 
for Import of Capital Goods 

The indigenous clearance 
given by DGTD for import of 
capital goods will be valid for a 
period of IS months instead of 
12 months, as at present. 

Import of Proto-types by State 
Small Industries Development 
Corporations 

In order to enable the state 
small industries development 
corporations to cater to the 
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needs of small scale units, 
applications from these cor¬ 
porations for import of machi¬ 
nery and instrument as proto¬ 
types will be considered by the 
Chief Controller of Imports 
and Exports on the recommen¬ 
dation of the Development 
Commissioner, (Small Scale 
Industries), New Delhi. 

Last Date for Submission of 
Applications 

All actual users are required 
to submit their applications in 
terms of the import policy on 
or before the November 30, 
1976. Applications received 
after this date will be subject 
to a cut of 25 per cent. Appli¬ 
cations received after the expiry 
of the licensing period will be 
summarily rejected. 

Application Fees 

A fee of R$ 50 will be levied 
on application for revalidation 
after the initial period of vali¬ 
dity of 24 months. The maxi¬ 
mum fee applicable to an appli¬ 
cation for import licence has 
been raised from Rs 5,000 to 
Rs 10,000. 

Monitoring Committee 

In view of the major changes 
introduced in respect of allot¬ 
ment of canalised raw mate¬ 
rials directly to the actual users, 
and in order to ensure smooth 
working of the new system, 
there will be a Monitoring 
Committee under the Chair¬ 
manship of Chief Controller 
of Imports and Exports, New 
Delhi in which the representa¬ 
tives of the various depart¬ 
ments concerned and also the 
canalising agencies would be 
associated. This committee 
will review the working of the 
arrangement for supply of raw 
materials by the canalising 
agencies and will devise solu¬ 
tion to any problems that may 
arise in the successful imple¬ 
mentation of the scheme. 

II 

Import Policy for Registered 
Exporters , 

The Import Policy for Re¬ 
gistered Exporters basically 
seeks to. provide for the rep¬ 
lenishment of the import 
content in the products ex¬ 
ported. The intention also is 
to facilitate an expansion of 
the export production base 


and to strengthen the export 
product itself. Necessary price 
and quality considerations have 
also been kept in mind. 

Liberal Replenishment pro¬ 
vided for Export Production 

There has been a change in 
emphasis in determining the 
import replenishment for 
export production. Import 
has been permitted even of 
those raw materials and com¬ 
ponents as are available from 
indigenous sources but where 
the price of indigenous substi¬ 
tute is higher, or its quality is 
incompetitive or its physical 
availability is inadequate. 
On these considerations, new 
items have been allowed for 
import against 129 export 
products, a higher import rep¬ 
lenishment has been given in 
83 export products and 46 
new export products have been 
added in the list of exports 
which qualify for import rep¬ 
lenishment. 

Liberal Imports of Machinery 
to Export-Oriented Units 

A manufacturer engaged in 
export production has been 
allowed to utilise the entire 
import replenishment entitle¬ 
ment for the import of 
machinery required for rep¬ 
lacement, modernisation, 
balancing and research and 
development, and for the 
import of jigs, tools, testing 
instruments etc. Hitherto, 
there were upper value limits 
upto which such goods could 
be imported against import 
replenishment licences. These 
upper limits have been 
removed. 

In the case of machinery 
imports against REP enlilte- 
ments, the advertisement pro¬ 
cedure has been waived on 
imports valued upto Rs 15 
lakhs. 

Export houses have also been 
permitted to utilise their REP 
entitlements for the stock 
and sale of selected types of 
machinery, namely, garment 
making machinery, testing ins¬ 
truments and equipment for 
packing/tagging. These impor¬ 
ted machines can be sold by 


the export houses only to 
authorised actual users. 

Open General Licence for Im¬ 
ports of Leather Machinery 

Import of leather machinery 
(Annexitre II) has been placed 
on Open General Licence for 
actual users. This step has 
been taken to faciitate and to 
encourage exports of finished 
leather, leather goods and foot¬ 
wear as against semi-processed 
hides and skius. 

Open General Licence for im¬ 
ports into Free Trade Zones 

Imports of raw materials, 
components and spare parts 
by industrial units situated in 
free trade zones at Kandla and 
Bombay (Santa Cruz) have 
been placed on Open General 
Licence. This will enable in¬ 
dustrial units in these zones to 
procure uninterrupted supply 
of the necessary i nputs for t heir 
approved programmes. The 
Development Commissioners of 
these zones will only on an 
ex-post facto basis exercise 
supervision and scrutiny. 

Duty Exemption Scheme for 
Imports of Raw Materials 
Against Advance Licences 

The scheme to allow imports 
of raw materials and com¬ 
ponents for export production 
without payment of customs 
duty has been put into opera¬ 
tion. To begin with, the duty 
exemption scheme will apply 
to the imports of 55 specified 
items of raw mater als and com¬ 
ponents. The facility will be 
available to all those cases in 
which an advance licence for 
these raw materials is claimed 
in the name of a manufacturer 
whether he is himself an ex¬ 
porter or has been named by 
an export house-merchant-ex¬ 
porter which receives the ex¬ 
port order. 

As a measure of further 
simplification of procedures for 
the issue of advance licences 
for execution of export orders, 
more powers have been dele¬ 
gated to the licensing authori¬ 
ties to decide applications for 
advance licences without re¬ 


ference to the Advance Licen¬ 
sing Committee. 

Registration of Export 
Contracts 

Several improvements have 
been made in the scheme for 
registration of export contracts 
under which benefits available 
on the date of a contract are 
protected. These improve¬ 
ments are mainly as follows:— 

(a) If there is a subsequent 
change in the value of a regis¬ 
tered contract, due to a price 
escalation clause or a specific 

[provision in the contract itself 
to allow renegotiation in order 
to cover a rise in freight and 
insurance, exchange variation 
or a change in the specification 
of the product to be exported, 
the exporter will not, on this 
account, lose the benefits of 
registration accruing to him 
on such a contract. 

(b) If there is a downward 
variation in the value of con¬ 
tract at the time of final accep¬ 
tance of the offer, such revision 
of price sill not disentitle the 
exporter to the benefits of 
registration of contracts. 

(c) Where the Indian exporter 
is a sub-contractor, he will be 
allowed to register the contract 
standing in the name of the 
main contractor, provided the 
subcontractor’s name appears 
in the contract. 

(d) Where, after submission 
of tender, the terms were fur¬ 
ther negotiated between the 
Indian exporter and the foreign 
buyer and the ultimate contract 
was based on the offer made 
by the Indian exporter in the 
course of such negotiation, 
the date of such offer will be 
taken as the crucial date for 
determining the level of ex¬ 
port assistance, provided the 
offer is registered with the 
Chief Controller of Imports 
and Exports according to a 
prescribed procedure. 

(e) The'pcriod forjregistca- 
tion of contract has been in¬ 
creased from 30 days to 45 
days. Also a firm order and 
a telcgraphic/tclex offer and 
acceptance followed by post 
confirmatory copy giving all the 
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required particulars will be 
accepted for registration under 
the scheme. 

Supply of Indigenous Raw 
Materials for Export Production 

The scheme for the supply 
of indigenous raw materials for 
export production at inter¬ 
national prices has been ex¬ 
panded by including therein 
seven more items. These arc: 
white/yellow phosphorous, so¬ 
dium bichromate, angora hair, 
stamping foil, anilinc/anilinc 
oil, beta nuphthol and potas¬ 
sium chlorate. 

Scope of Simplified Payment 
Scheme Expanded 

The scope of payments under 
the Simplified Payment Scheme 
has been expanded by throwing 
the scheme open to all expor¬ 
ters who have been in the ex¬ 
port field during the last one 
year, as against three years 
hitherto. Under this scheme, 
REP benefits arc granted to 
exporters on the basis of only 
a preliminary scrutiny of the 
exporter’s claim as certified by 
a clElrtcred accountant. Detai¬ 
led scrutiny is done only later. 

Facilities Available to Export 
Houses 

The Export House Scheme 
has been comprehensively revi¬ 
sed. Additional incentives 
have been provided. The new 
scheme is more-export-orien- 
ted. 

Hitherto, ail export house 
had first to obtain a Recogni¬ 
tion Certificate from the minis¬ 
try of Commerce. It could 
then apply separately to the 
Chief Controller of Imports 
and Exports for an Eligibility 
Certificate. Under the new 
scheme, an export house will 
need to make only one applica¬ 
tion to the CCI & E. New 
Delhi for the grant of “Export 
House Certificate". 

The minimum qualifying ex¬ 
port performance for the grant 
of Export House Certificate has 
been raised from Rs 25 lakhs 
to Rs 50 lakhs in respect of 
certain specified products catc- 
g>rised as “select list of ex¬ 
port products", or Rs 3 crorcs 
in respect of other products. 
For a manufacturer-exporter 


in the small scale sector and 
in the case of consortium of 
small scab units, the mini¬ 
mum export performance will 
be respectively Rs 25 lakhs and 
Rs 2 crores. For public sector 
export corporations, the mini¬ 
mum export performance limits 
will not be applicable at the 
initial stage while granting Ex¬ 
port House Certificates to them. 

Foreign exchange earnings 
on account of erection charges 
in the case of turn-key projects 
abroad, consultancy and colla¬ 
boration fees earned abroad, 
earnings on account of ship 
repairs and other invisible 
exports will also be taken into 
account for calculating the total 
qualifying export performance. 
This is a new facility. 

Export Obligations 

Export houses will be under 
obligation to export products 
manufactured in the small scale 
sector to the extent of five per 
cent of their total exports or 
Rs 25 lakhs, whichever is lower. 
This compulsion is accom¬ 
panied with certain advantages 
for those export houses who 
promote exports of products 
made in the small scale sector; 
in their case the exports of 
SSI products will be given a 
weightage for the purpose of 
qualifying exports for the grant 
of Export House Certificates 
and as also for supplemental y 
initial licences. 

The minimum qualifying ex¬ 
ports for the purpose of grant¬ 
ing Export House Certificate 
will be the annual average in 
respect of exports made in the 
preceding three years. Hither¬ 
to, exports only in the previous 
year were taken into account. 
As a measure of procedural 
simplification, the Export 
House Certificate will be made 
valid for three years, but the 
minimum growth rate prescri¬ 
bed for renewal of the certifi¬ 
cate has been increased. For 
export houses having exports 
up-to Rs 3 crorcs, the rate of 
growth has been increased 
from 10 per cent to 20 per cent. 
For exports between Rs 3 crores 
and Rs 10 crorcs, the rate of 
growth has been increased from 
five per cent to 20 per cent. For 
exports above Rs 10 crores, the 


rate of growth has gone up 
from five per cent to 10 per 
cent. 

As an additional facility, 
export houses will be allowed 
to utilise foreign exchange upto 
2.5 per cent of the fob value 
of their total exports in the 
previous year for the following 
purposes: 

(a) Foreign exchange expen¬ 
diture on promotion activities; 

(b) Payment of commission 
to agents abroad; and 

(c) Import of testing equip¬ 
ment and spares and machi¬ 
nery required for setting up 
common servicing centres. 

An additional facility has 
been given to small scale units 
to set up consortia for export 
efforts. Before becoming eligi¬ 
ble to set up an export house, 
a consortium of small scale 
units will be given the facility 
to set up "Export Group" if 
the annual exports of its mem¬ 
ber-units have been of the order 
of Rs 10 lakhs, to be increased 
by a minimum of Rs 5 lakhs 
each year. Such Export Groups 
will be eligible to receive the 
same facilities as are availab.e 
to other export houses except 
the facility of acquiring licen¬ 
ces by transfer from other ex¬ 
porters. 


REP Entitlements 

The existing facilities availa¬ 
ble to export houses in the 
matter of initial and supple¬ 
mentary initial licences and 
acquisition of licences by trans¬ 
fer from other exporters will 
continue. Hitherto the ex¬ 
port houses could acquire 
only REP licences by transfer. 
They will now be permitted to 
acquire REP entitlement as a 
whole accruing to an exporter 
but within the prescribed over¬ 
all ceilings allocated to each 
export house for the purpose. 

The banned list of import 
items for export houses has 
been reviewed. Some items 
have been deleted from the 
existing list and some new items 
have been added. The total 
number of items in the banned 


f st has gone up from 94 to 

01 . 

Operational Facilities for 
Exporters 

The existing facilities availa¬ 
ble to exporters for direct im¬ 
ports of canalised items by 
letters of authority will con¬ 
tinue. Letter of authority will 
be issued for import of copper 
and zinc also for which hither¬ 
to only release orders were 
issued. 

Import of samples upto a 
given value and a given number 
will be allowed to be imported 
against REP licences without 
any endorsement from the 
licensing authority, as indica¬ 
ted below: 

(a) A licence issued against 
exports of engineering goods 
will be valid for import of 
samples upto Rs 5,000 in 
value but each type of sample 
not exceeding two in number. 
Items like TV sets, air-condi¬ 
tioners, refrigerators, etc., will 
not be allowed under this faci¬ 
lity. 

(b) A licence issued against 
exports of chemicals and allied 
products, plastics, leather 
manufactures, sports goods 
and handicrafts will be valid 
for import of samples upto Rs 
1,000 in value but each type 
of sample will not exceed two 
in number. 

(c) A licence issued against 
exports of readymade gar¬ 
ments will be valid for import 
of patterns upto Rs 500 in 
value. 

Import of technical designs, 
drawings and other technical 
documentation and/or facilities 
for type testing of equipment 
will be allowed against REP 
entitlements upto Rs 5 lakhs 
in a year subject to DGTD’s 
clearance. 

Import of spare parts against 
REP licences will be allowed 
upto 20 per cent of the value 
of the licence as against 10 
per cent at present. 

The facility of importing 
non-permissible items required 
for export production will con- 
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tinned In order to make this 
facility more meaningful, a 
non-permissibfc item has been 
defined as the one which does 
not already appear in the REP 
licence. 


Annexure—1 

List of Canalised Items 
Covered by the New 
Scheme of Direct Allot¬ 
ment to the Actual Users 
by the Canalising Agencies, 
Without the Requirement 
of Release orders 

(i) Minerals and Metals Trad¬ 
ing Corporation of India 
Limited 

(Total No. of items 43) 

(1) Copper 

(2) Zinc 

(3) Lead 

(4) Tin 
(3) Nickel 

(6) Palladium 

(7) Platinum 

(8) Raw asbestos. 

(9) Mercury. 

(10) Cobalt broken cathodes. 

(11) Stainless steel shects/strips. 
For meeting the requirements 
of the manufacturers of hospital 
equipment and utensils. 

(ii) Chemicals and Pharmaceu¬ 
ticals Corporation of India 
Ltd. (CAPCO) 

(1) Beta naphthol. 

(2) V.A. monomer. 

(3) Para xylene. 

(4) Sodium borate. 

(5) Calcium borate. 

(6) Cryolite. 

(7) Aluminium fluoride. 

(8) ABS Moulding Powder. 

(iii) Sail International lid 

(1) Ferro titanium (contain¬ 
ing less than one per cent 
aluminium). 

(2) Ferro-cobalt. 

(3) High carbon wire rods 
for locked coil wire ropes. 

(4) Lead bearing free-cutting 
quality wire rods below 8 
mm. 

(5) Cold heading quality wire 
rods for fasteners, link 
chains and bicycle balls: 

(a) Low carbon including 
aluminium killed con¬ 


taining carbon below 
0.35 per cent. 

(b) Medium carbon in¬ 
cluding aluminium kil¬ 
led, containing 0.35 
per cent—0.5 per cent. 

(c) Alloy steel wire rods 
to specification given 
below: 


ISI Foreign specifi¬ 

cation. 



A1SI 4135 

AISI 4037 

40Crl. 

AISI 4140 

Mo. 28 

AISM620 

— 

AISI 4042 

20 Ni 55 

Cr 50 

Mo. 20 

AISI 8620 

— 

AISI 8622 

40 Crl. 

EN 19 

Mo. 28 

_ 

40NiCr 

AISI 8640 

Mo. 15 

— 

— 

AISI 8735 

17 Mnl. 

DIN 16 MnCr5 

Cr. 95 

-. 

20 Mn. 

DIN 20 MnCr5 

Cr 1 

— 

13 Ni3. 

Cr. 80 

EN36A 


(6) Wire rods lor ball, taper, 
cylindrical and needle rol¬ 
ler bearing steel wires of 
specification as below: 


JS1 


Foreign 

Specification 


103 Cr 2 SAE 52100 

103 Crl SAE 51100 

SAE 30100 
20 Ni 55 AIS1 8620 

Cr50Mo20 

A1SI 4620 

103 CrMn EN 31 

60 Sc IS—4398 1967 or equi¬ 
valent 


(7) Wire rods of electrode 
quality. 

(8) Alloy steel strips in 
coils, (excluding stainless 
steel strips) for safety ra¬ 
zor blades in width 6 
mm to 450 nun and thick¬ 
ness 1.5mm to 2.5 mm. 

(9) Alloy steel strips exclud¬ 
ing stainless steel strips, 


high speed steel strips and 
those specified at S. Nos. 
1 & 20 of Schedule D of 
Appendix 41 of Red Book 
(Vol. I) for 1976-77. 

(10) Tin mill black plate for 
manufacture of prime tin¬ 
plates and for tin cans 
(0.24 mm and thinner). 

(11) Ship building quality 
plates: 

(i) Lloyds grade B. 

(ii) Lloyds grade D. 

(12) Ship building quality Sec¬ 
tions: bulb flats, bulb 
angles, bulb plates, bars, 
structural Sc semis in 
Lloyds grade A, B & D. 

(13) Dynamo grade non-grain 
oriented (CRNGO) elec¬ 
trical steel sheets/strips in 
coils: 

(i) in sizes above 1000 
mm for manufacture 
of large dynamos and 
generators. 

(ii) in all sizes for hermeti¬ 
cally sealed motors. 

(14) Transformer grade cold 

rolled electrical steel 

sheets/strips in coils 

(CRGO& CRNGO) 

(15) Hot rolled skelp and strips 
in coils with carbon 0.4 
per cent and below, thick¬ 
ness below 2 mm: 

(a) Rimming and fully 
aluminium killed qua¬ 
lity. 

(b) Deep drawing and ex¬ 


tra deep drawing qua¬ 
lity as per IS-1079 
EN 2A, EN 2A-1, 
HS-1, HS 2, HS3). 

(16) Medium carbon hot rolled 
skelp and strips in coils 
(carbon 0.4 per cent to 
0.6 per cent). 

(17) Mild steel sheet less than 
6mm thick and 450 mm 
wide in coils, cut lengths 
in cold rolled deep draw¬ 
ing quality. 

(18) Standard and special qua¬ 
lity plates: 

(a) IS: 226 or equivalent 

(b) IRS—M36 

(c) Fusion welding quality 
plates (killed quality) 
IS: 2062 orequivalent. 

(d) Deep drawing quality 
and extra deep draw¬ 
ing quality. 

(e) High tensile plates 
IS-961 or equivalent 

(19) MS chequered plates. 

(20) Ship building quality pla¬ 
tes. Lloyds Grade A 

(21) Mild steel sections (angles, 
channels, joists, beams) 

(22) High tensile angles, chan¬ 
nels, joisds, beams, tees 
and rounds to IS 961 or 
equivalent. 

(23) Mild Steel T section for 
Lifts size 75 x 75 x 10 mm 

(24) Wheels, tyres and axles for 
wagons. 


Annexure—U 


LIST OF ITEMS THE IMPORT OF WHICH IS ALLOWED 
UNDER OPEN GENERAL LICENCE DURING APRIL 1976 
—MARCH 1977 (UP TO 31ST MARCH, 1977) 

(Total No. oj hems —93) 


S.No. Sc Part of Description 

the ITC Schedule 


43/1V 
44/IV 
45/1V 
143(c)/! V 

144(a)/! V 


6/V 


Wattle extract. 

Wattle bark. 

Bark for tanning excluding wattle bark. 
Pickled hides, skins, pelts, splits and parts 
thereof. 

Hides and skins, raw or salted, where the 
value of hides and skins is more than that 
of wool/hair thereon. 

Quebracho extract. Chestnut extract and 
modified Eucalyptuse extract (Myrtan).* 


Iron and Steel Items 


(1) Ferro Alloys in powder form for weld- 

contd. 
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S. No. and Part of Description 

the ITC Schedule. 

ing electrode industry to IS-460— 
1962. :— 

(/) Low carbon ferro chromium. 

(//) Ferro molybdenum, 

(///) Ferro tungsten. 

(/v) Ferro nickel. 

(2) Mild steel galvanised/black, copper/- 
tincoated wires in sizes thinner than 
32 SWG/0.60mm dia for wire glass 
industry. 

(3) Hardened and tempered, bright quality 
heald wire. 

(4) Chromium plated, high tensile/high 
carbon wires for musical instruments. 

(5) Dobby lattice wires and shuttle tongue 
wires for textile industry. 

Leather Machinery 


19. Heal seat cement lasting, 40. 
machine. 41. 


I. Tanning Machines Required 

for Finished Units 

1. Hydraulic fleshing ma¬ 
chines. 

2. Hydraulic sammying ma¬ 
chine. 

3. Combined hydraulic sam- 
mying and setting machi¬ 
nes. 

4. Hydraulic setting machi¬ 
nes. 

5. Band knife splitting 
machine. 

6. Hydraulic shaving ma¬ 
chine. 

7. Vibration type staking 
machine (moiiissa type). 

8. Lighting buffing machine. 

9. Air blast dust removing 
machines. 

10. Curtain coating machine. 

II. Automatic padding ma¬ 
chines, spraying machines 
& drying machines. 

12. Vacuum drying machine. 

13. Paste drying units. 

14. Secro-therm type drying 
units. 

15. Hydraulic automatic plat¬ 
ing ironing machine 
(finifles type). 

16. Hydraulic ironing & em¬ 
bossing press. 

17. Roto press for leather 
printing. 

18. Embossing plates and 
engraved rollers for 
leather. 

19. Leather thickness measur- 
ing guage. 

20. Portable PH meter or 
tanneries. 


21. Calorimeter. 

22. Blades for leather shaving 
machines. 

23. Hydraulic sulphide appli¬ 
cator. 

24. Motorised hides and skins 
stamping machine. 

II. Leather Footwear Machi¬ 
nery, Leather Goods Machinery 

& Machinery for Leather 

Apparel 

1. Strap cutting machine. 

2. Strap folding machine. 

3. Upper folding machine. 

4. Insole covering machine. 

5. Flatbed-—double needle 
sewing machine. 

6. Post bed—single needle 
sewing machine. 

7. Post bed—double needle 
sewing machine. 

8. Post bed—single needle 
under edge timing. 

9. Raised cord sewing ma¬ 
chine. 

10. Sewing machine zig zag— 
fiat bed. 

11. Sewing machine cylinder 
bed. 

12. Automatic lockstitching 
cylinder bed bartacker. 

13. Coarse stitch armtype 
sewing machine for ruffled 
work and genuine mocas¬ 
sin. 

14. Pulling over machine. 

15. Pulling over and cement 
lasting machine. 

16. Tack lasting machine. 

17. Kamborian lasting ma¬ 
chine. 

18. Outsole stitching machine. 


20. Mckay stitching machine. 

21. Automatic punching eye¬ 
letting machine. 

22. Band knife splitting 
machine. 

23. String lasting machine. 

24. Buckle stappling machine. 

25. Skiving machine. 

26. Clicking machine Hydrau¬ 
lic (upper). 

27. Clicking machine Hydrau¬ 
lic (bottom). 

28. Insole attaching machine. 

29. Fore part lasting machine 
(Astra type) 

30. Sole lasting machine 
(Hydraulic). 

31. Edge trimming machines. 

32. Edge setting machine. 

33. Counter moulding ma¬ 
chine. 

34. Counter tighting machine. 

35. Heal breasting machine. 

36. Heel building machine. 

37. Stamping machine for up¬ 
per/lining/socks. 

38. Upper forming machine. 

39. Upper perforating ma¬ 
chine. 


Pattern grading machine. 
Upper seam rubbing ma¬ 
chine. 

42. Upper reinforcing ma¬ 
chine. 

43. Upper cementing machine. 

44. Mocassin lining trimming 
machine. 

45. Mocassin performing 
machine 

46. Band knife splitting ma¬ 
chine with incising device. 

47. Heavy leather splitting 
machine. 

48. Folding machine for sides 
for brief case. 

49. Blind eyeletting machine 
(automatic). 

50. High speed corner stitch¬ 
ing machines. 

51. Suit-case stitching ma¬ 
chines. 

52. Heavy duty cylinder bed 
industrial sewing machine. 

53. Two needle, lock-stitch 
machines, heads only. 

54. Button hole (eyelets end) 
machine, head only. 

55. Button sewing machine. 


Annexure—III 

LIST OF ITEMS INDIGENOUSLY AVAILABLE WHICH 
WILL BE ALLOWED TO ACTUAL USERS ON SPECIAL 
CLEARANCE ONLY 


S. No. and Part of 
the ITC Schedule 


(Iota! No . of Items 59) 
Description 


Part—I 

17-(ii)(a) Boiler tubes (seamless) of the sizes indi¬ 

cated below : 

(a) 33.4mm to 219.10mm O.D. in wall 
thickness ranging from 3.25mm to 
19.06mm. 

( b ) Boiler tubes (ERW) of sizes 8mni to 
80mm O.D. 

17-(ii)(c) Carbon steel line pipes and tubes (seamless) 

of the sizes indicated below: 

33.4mmto219.10mmO.D. inwall 
thickness ranging from 3.25 mm to 
19.06mm. 

17-(ii)(d) (1) Seamless (alloy & carbon steel) pipes 

and tubes of sizes indicated below: 
33.4mm to 219. 10mm O.D. in wall 
thickness ranging from 3.25 mm to 
19.06 mm. 

(2) Welded steel pipes and tubes of sizes 
6mm to 508 mm nominal bore. 

17-(ii)(e) Mild steel tubes of sizes 6mm to 508 mm 

nominal bore. 

17-(ii)(f) Seamless carbon steel pipes and tubes of 

sizes indicated below: 

33.4mm to 219.10mm O.D. in wall 
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Description 


S.N* and Part of 
the ITC Schedule. 


S. No. and Part of 
the ITC Schedule. 



thickness ranging from 3.25mm to 
10.06mm. 


17-00(g) 

Stainless steel pipes and tubes (Welded)* 
of sizes of 6mm to 79mm O.D. 


17-(v) 

Centrifugally cast seamless steel pipes and 
tubes (including stainless steel) of sizes 3* 
OD to 15* OD with minimum wall thick¬ 
ness of 


38A.-(a) &(b) 

Industrial roller chains, the following : 

(i) 17.70mm Simplex, Duplex, Triplex, 
Quadruplex and Sex tuplex including 
of ASA 

(ii) 15.875mm specifications. 

Special chains and parts, the following:— 

(0 Carding chains for Textile machinery. 

00 Roller chains with extended pins. 

(i77) Special Roller Chains for Oil Rigs. 

Part II 


9(b) 

Miniature steel balls of sizes 1mm and 0.8 
mm. 


9(i) 

Iron powder for manufacture of sintered 
parts. 


17-d) 

Aluminium Wire Rods 


19 

Certain types/sizes of ball/cylindrical 
roller/tapered roller bearings, needle 

41 


bushes, needle bearings, needle roller 
cages and needle roller bearings. 

46(c) 

Condensers (Capacitors). 

Part III 

45-A 

1-B 

Dyes—intermediates, the following :— 

(1) Dintrobenzene. 

(2) Meta nitrotoluene. 

(3) 2: Dinitrochloro benzene. 

Part IV. 

65(l-4)(v)(a) 

87-109 

Drugs and medicines, the following:— 

(1) Bephenium hydroxy naphthoate 

(2) Clofibrate. 

(3) Diazepam. 

(4) Sodium lauryl sulphate (pharmaco- 
poeial grade). 

(5) Practoial and its injections and tablets. 

(6) Theophylline ethanoate of piperazine. 


127-129 

Citronella oil. 


156-160 

(1) Indicator paper 

(2) Wood free glazed board. 

Part V. 


22,31 

Chemicals, the following :— 

(1) Dinitrochlorobenzene. 



(2) Ortho xylene. 



(3) Mixed xylene. 

(4) Monomethylamine. 

(5) Dimethylamine. 

(6) Trimethylamine 

78(ix) 

92(n) 


(7) Sodium sulphate. 

(8) Monochloro acetic acid and its sodium 
salts. 

(9) Terpeneol. 

(10) Butyl titanate. 

(11) Pentaerythritol. 

(12j Vinyl chloride. 

(13) Dimethyl ethanol amine. 

(14) Diethyl ethanol amine. 

(15) Cycocell. 

(16) Dinicthoate. 

(17) Acetic acid. 

(18) Acetaldehyde. 

(19) N-Butyl alcohol. 

(20) Dichlorobenzene. 

(21) Para nitro phenol. 

(22) Methyl dichloro acetate. 

(23) M-Di-nitrobenzene. 

(24) Para toluene sulphonic acid. 

(25) Para toluene sulphonamide. 

(26) Para sulphonyl chloride. 

(27) Terpenyl acetate. 

(28) Dinitrobenzene. 

(29) Meta nitrotolcunc. 

Giant covers tubes & aps: 12.00x24—18 
ply. 

Paste board, mill board, card board and 
straw board, all sorts. 

Air polution and air control equipment. 

(а) Electrostatic precipitators for all appli¬ 
cations. 

(2) Cyclones of various types and sizes. 

(3) Mechnical type dust collectors. 

(4) Wet type dust collectors. 

(51 Centrifugal fans and axial flow fans. 

(б) Dust extraction plants. 

(7) Conditioning towers. 

(8) Multi cyclones. 

(9) Wet-separators and ventury scrabbers 

(10) Pneumatic conveying equipment. 

(11) Hoods—all types including open and 
closed hoods for paper machines etc. 

(12) Pocket ventilation system for distribut¬ 
ing drying air across the machines. 

(13) High velocity hoods. 

(14) Pulp & paper dryer. 

(15) Air filters. 

(16) Dryer for coating machine. 

T.V. Pattern generators. 

(1) Deviation. 

(2) Gas deductor bellow and tubes. 
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Annexure iv . . » ■» ---- - -—. 

LIST OF INDIGENOUSLY AVAILABLE TEMS FOR ^i5S rt i° f Dewriptioa 

WHICH IMPORTS POLICY HAS BEEN CHANGED FROM the 1TC » chedule 


'A.U. to ‘A.U. RESTRICTED.’ 

(Total No . of Items 88) 

S. No. * Part of 

the ITC Schedule Description 

Part I 

17(ii)(g) Stainless steel pipes and tubes (seamless) 

of sizes 6 mm to 79 mm O.D. 

41(iii)(c) Cupro-nickel tubes for essential end-uses 

such as heat exchanges, economisers etc. 

Part II 

19. Certain types/sizes of balJ/cylindrical 

roller/tapered roller bearings, needle 
bushes, needle bearings, needle roller cages 

and needle roller bearings. 

19(4)(i) Spherical roller bearings. 

19(4)(ii) Component parts of spherical roller bear¬ 

ings. 

26 Silicon carbide crucibles or carbon graphite 

crucibles of sizes over No. 100 (190 kg 
melting capacity in teams of bras) and 
upto No. 200 (200 kg melting capacity in 
terms of biass). 

45(b) Electrical resistance wire (nickel-chromium 

and ferrous base) of 32 SWG and above 
but less than 40 SWG 

46(d) (1) Electro-graphite hord carbon and graphite 

grade carbon blocks for carbon brushes. 

(2) Electrodes for dry cells and batteries. 

Part III 

I-B Arcrylic Dyes : 

Basic Blue.(Hue No. 54) 

Part IV 

87, 109 Drugs and medicines, the following:— 

1. Adrenochrome monosemicarbazone. 

2. Choline bitartate. 

3. Choline dihydrogen citrate. 

4. Choline chloride. 

5. Chloridiazepoxide 

6. Diphenhydramine hydrochloride. 

7. Rutin (Vitamin P) 

8. Tricholine citrate. 

9. Vitamine E. 

150-160 1. Matrixtboard/stcreo flongs. 

2. Decalcomania paper. 

244 Platc/Float glass (colourless) for tne 

manufacture of wind shield glasses. 

Part V 

22,31 Chemicals, the following : 

(\j Meta xylene. 

(2) Fattyamines. 

(3) Nonyl phenol. 

(4) Triphenyl phosphite. 

(5) M. chloro nitrobenzene. 

(6) Aluminium isopropoxide. 

(7) Nickel oxide. 

(8) Nickel nitrate. 


34-37(df Synthetic iron oxide pigments excluding 

shades 445,446 and 473. 

34-37(k) Bronze powder. 

65(l-4)(ii) (J) Hologen lights with or without lamps 

and 65 (5) (i) but without stands and associated fit¬ 

ments. 

(2) Synchronisers. 

65(1 -4)(x) (a) Food processing machinery : 

1. Vegetable corer/deleafers. 

2. Fruit corer 

3. Tapping and tailing machine. 

4. Appel sauce plant. 

5. Destoner, 

(b) Ohentical and Pharmaceutical machi¬ 
nery: 

1. Pressure filters. 

2. Filter presses. 

3. Rotary drum filter, vacuum filter. 

4. Sewage & effluent treatment plant. 

5. Cryogenic equipment. 

6. Finned tube heat cxchanger/air 
cooler. 

7. Multilayer vessels. 

8. Rotary tablet machinery. 

9. Capsule bending, washing and seal¬ 
ing machinery. 

10. Liquid filling machine. 

11. Distillation plant. 

12. Air receiver. 

13. Steam tube calciner (dryer). 

14. Granulated compound fertilizer 
plant. 

15. Glass-lined equipment. 

16. Blenaers. 

(c) Coalmining machinery and coal washing 
plant : 

1. Hydraulic props. 

2. Friction props. 

3. Roolslinks and roof bars. 

(d) Diary and Poultry Farm Appliances etc .: 
Refrigerated milk tanks of various capa¬ 
cities. 

(c) Miscellaneous items : 

1. Rayon & synthetic fibre plants. 

2. Air separation plants/acctylenc 
plants. 

3. Bread & biscuit making plant in¬ 
cluding bread wrapping & slicing 
machines. 

4. Stackers/reclaimers. 

5. Metallurgical machinery interalia 
comprising of: 

(a) Foundry equipment viz., muller, 
multi-mills, sand conditioning/ 
preparation plant, ladles, sand 
aerators, drying ovens etc. 

contd 
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S. No. and Part of 
the ITC Schedule 


Description 


S. No. and Part of 
the ITC Schedule 


Description 


(b) Mineral crushing and grinding 
equipment. 

(cj Kilns and calcining equipment, 
(d) Equipment for iron ore pelletisa¬ 
tion. 

(c) Equipment for mineral ore bene¬ 
fication plants. 

6. Wev offset rotary press for reel 
width (29*—737 mm). 

Stereo flongs for newspaper, block making 
and engraving industries. 

Coumarone indenc resins/terpenc phenol 
resins/hydrocarbon resins/poly terpene 
resins. 

Filter aids for manufacture of lead storage 
batteries. 

Part VI 

Machine tools, the following: 

1. Hollow spindle lathes. 

2. Surface grinding machine-vertical spin¬ 
dle rotary table-Size 750 mm table dia. 

3. Rotary flying cut off shears. 

4. Forging presses. 

5. Section straightening machines. 

6. Slitting lines complete with coilers 
and decoders. 

7. Spot weldcrs-portablc types. 

8. Projection welders. 

9. Portable electric tools, the following:— 

(/) Screwdriver. 

(/i) Nut setter. 

10. Pantograph Engraving 3-diniensional 
machine. 

1L. Centreless bar turning machines. 

12. Universal testing machines upto 100 
tonnes capacity. 

13. Glass bottle making machines like IS 
machines. 

14. Spark erosion machines. 

15. Rotary swaging machines. 

16. Punch shaping machines. 

17. Reciprocating type dia filing machines. 

18. Machine tool accessories the 
following:— 

(/) Milling adapter. 

(if) Turret drill heads. 


Annexure—V 

LIST OF ITEMS IN RESPECT OF WHICH NEW A.U. 
PROVISION HAS BEEN MADE 

(Total No. of Items — 30) 

S. No. and Part of Description 

the ITC Schedule 


alloy steel/stainless stcel/heat resistance 
steel for manufacture of industrial screens 
only. 


28(18) 

Timing belts. 

46(b) 

Carbon rods for dry cells and batteries. 

Part IV 

87,109 

Chlorcyclizinc. 

127-129 

Peppermint oil (Mentha Pep) for manu¬ 
facture of tooth paste and tooth powder. 

130. 

Synthetic essential oils for manufacture of 
tooth paste and tooth powder. 

132 

Resinoids for manufacture of drugs and 
medicines. 

156-160 

Wool paper and flax paper for the manu¬ 
facture and/or refilling of clastic calender 
bowels for Jute Industry. 

244 

Plate/float glass (colourless) for manufac¬ 
ture of mirrors. 


Part V 

14. 

Micaceous hematite ore for arc welding 
electrode industry. 

22,31 

Chemicals, the following :— 

1. Cuprous oxide. 

2. Potassium bromide (photographic grade 
only). 

3. Octanol. 

4. lso-octanoJ. 

5. Baristin. ^ 

^.(Pesticides) 

6. Basalin. j 

7. Ethylene diamine. 

8. Phenol. 

34—37(d) 

Cuprous oxide. 

34—37(e) 

Hydro-classified surface and manganese 
treated anatasc grade titanium dioxide for 
man-made fibre industry in consultation 
with DGTD. 

41. 

(/) ADV covers & 7.50x10—6 ply. 
tubes 

(it) Barrow covers & 16x4—2 &4 ply. 
tubes 

(Hi) Aero tyres & tubes 6.53—5.1/2 
26x7.75—13 
45x17.00—16 

(/»•) Aero tyres 560x236 (0.6) 

6.00x4 

26—6.6 

27—6.5—15 


65(L 4)(x) 

115 

H6(iv) 

122(xxix) 



Part I 

41(ii)(b) 

Silver coated copper extruded strips for the 
manufacture of fuses. 

46(b) 

Brass profile sections for textile machinery 
industry. 


Part 11 

7-A(b) 

Asbestos wire woven jointings. 

9(i) 

Special profiled/contoured wires of steel/ 


(r) Trolly cushion tyres 6—2 
8—2 
10—2 
\2 _ 2 

8—3x12x3.1/2 

t 

65(l-4)(v)(a)&(b) Individual quick-freezing equipment. 
113-H, PVC resins powder for manufacture of 

battery separators (for SSI units). 
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RECORDS AND STATISTICS 


National 

population 

policy 

AT A meeting of the central 
councils of health and family 
planning held in the capital on 
April 16, 1976, the Health 
minister Dr Karan Singh an¬ 
nounced the national popula¬ 
tion policy which was designed 
to bring the “population ex¬ 
plosion” under control. A 
series of measures have been 
recommended, the most impor¬ 
tant being the raising of the 
minimum age of marriage to 
21 years for boys and 18 
years for girls. The states 
have also been authorised to 
launch programmes of com¬ 
pulsory stemisation wherever 
it is feasible; they can also 
make registration of marriages 
compulsory. 

The population policy froze 
the representations in the Lok 
Sabha and state legislatures 
based on the population figures 
revealed in the 1971 census. 
It means that till the end of 
the current century, the states 
would not be able to ask for 
increased representations in 
legislatures on ihe basis of 
population increases. The 
requisite amendment in the 
Constitution will be made soon. 
The central assistance to 
states will be pegged to 
the 1971 census wherever 
population is the basis of 
computing the level of assis¬ 
tance. 

Vast Problem 

Whereas the centre did not 
intend to enforce nationwide 
compulsory sterilisation due 
to the vast dimensions of the 
problem, the states were auth¬ 
orised to go ahead with it 
provided they felt that they 
could command the requisite 
resources in men and materi¬ 
als. Monetary compensation 
for sterilisation was being 


raised from May 1, 1976. 
Those who get sterilised after 
having two'children will get 
Rs 150 in cash. Those hav¬ 
ing three children will get 
Rs 100 while others with 
four or more children will get 
Rs 70 each after sterilisation. 

Dr Karan Singh felt con¬ 
fident that the birth rate in 
this country which was curr¬ 
ently estimated at 3.5 per cent 
per annum Would be reduced 
to 2.5 per cent at the end of 
sixth Plan period. 

The following is the text : 

With 2.4 percent of the 
the world’s land area, India 
has about 15 per cent of the 
world’s people. It is estimated 
that our population as on 
January 1,1976 has crossed the 
600 million mark, and is now 
rising at the rate of well over 
one million per month. Since 
Independence 250 million 
have b^en added, equivalent 
to the entire population of the 
Soviet Union with six times 
the land area of India. The 
increase every year is now 
equal to the entire population 
of Australia, which is 2\ times 
the size of our country. If the 
present rate of increase conti¬ 
nues unchecked our popula¬ 
tion at the turn of the century 
may well reach the staggering 
figure of one billion. 

Top Priority 

Indisputably we are facing a 
population explosion of crisis 
dimensions, which has largely 
diluted the fruits of the re¬ 
markable economic progress 
that we have made over the 
last two decades. If the 
future of the nation is to be 
secured, and the goal of remo¬ 
ving poverty to be attained, 
the population problem will 
have to be treated as a top 
national priority and commit¬ 
ment. 

Our real enemy is poverty, 
and it is as a frontal 
assault on the citadels of 
poverty that the fifth five- 
year Plan has included the 
minimum need programme. 
One of its five items is inte¬ 
grated package of health, 


family planning and nutrition. 
Far reaching steps have been 
initiated to reorient the thrust 
of medical education so as to 
strengthen the community 
medicine and rural health 
aspects, and to restructure 
the health care delivery 
system on a three-tier basis 
going down to the most far- 
flung rural areas where the 
majority of our people reside 
and where child mortality and 
morbidity are the highest. 
Similarly, ignorance, illiteracy 
and superstition have got to 
be fought and eliminated. In 
the ultimate analysis it is only 
when the underlying causes 
of poverty and disease are 
eliminated that the nation will 
be able to move forward to its 
desired ideals. 

The Time Factor 

Nonetheless it is clear that 
simply to wait for education 
and economic development to 
bring about a drop in fertility 
is not a practical solution. 
The very increase in popula¬ 
tion makes economic develop¬ 
ment slow and more difficult 
of achievement. The time 
factor is so pressing, and the 
population growth so form¬ 
idable, that we have to get out 
of the vicious circle through 
a direct assault upon this 
problem as a national com¬ 
mitment. The president in 
his address to the joint session 
of Parliament this year re¬ 
iterated the importance of 
stepping up family Planning 
efforts, and the prime minister 
has on several occassions laid 
stress upon the crucial role 
that population control has 
to play in the movement to¬ 
wards economic independence 
and social transformation, 
specially in the light of the 
20-point economic program¬ 
me. 

Considerable work has been 
done in our country in the 
field of family planning, but 
clearly only the fringe of the 
problems has so far been 
touched. In this context, 
after a thorough and careftil 
consideration of all the factors 
involved as well as the ex¬ 
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pression of a wide spectrum of 
ublic opinion, government 
ave decided on a series of 
fundamental measures detailed 
below which, it is hoped, will 
enable us to achieve the plan¬ 
ned target of reducing the birth 
rate from an estimated 35 per 
thousand in the beginning of 
the fifth Plan to 25 per 
thousand at the end of the sixth 
Plan. Allowing for the steady 
decline in the death rate that 
will continue due to the im¬ 
provement in our medical and 
public health services and the 
living standards of our people 
this is excepted to bring down 
the growth rate of population 
in our country to 1.4 per cent 
by 1984. 

Health Aspect 

Raising the age of marriage 
will not only have a demons¬ 
trable demographic impact, 
but will also lead to more 
responsible parenthood and 
help to safeguard the health 
of the mother and the child. 
It is well known that very 
early pregnancy leads to 
higher maternal and infant 
mortality. Also, if the women 
of our country are to play 
their rightful role in its eco¬ 
nomic, social and intellectual 
life, the practice of early 
marriage will have to be 
severely discouraged. The 
present law has net been 
effectively or uniformly en¬ 
forced. It has. therefore, 
been decided that the mini¬ 
mum age of marriage should 
be raised to 18 for boys, and 
suitable legislation to this 
effect will be passed. Off¬ 
ences under this law will be 
cognizable by an officer not 
below the rank of a sub- 
divisional magistrate. The 
question of making registra¬ 
tion of marriages comp¬ 
ulsory is under active consi¬ 
deration. 

It has been represented by 
some, states that while on the 
one hand we are urging them 
to limit their population, 
those states which do well in 
this field face reduction of 
representation in Parliament 
while those with weak per- 
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formance in family planning 
tend to get increasing repre¬ 
sentation. It is obviously 
necessary to remedy this 
situation. It has, therefore, 
been decided that the repre¬ 
sentation in the Lok Sabha 
and the state legislatures will 
be frozen on the basis of the 
1971 census until the year 
2000. This means, in effect 
that the census counts of 1981 
and 1991 will not be consi¬ 
dered for purposes of adjust¬ 
ment of Lok Sabha/legislature 
seats. Necessary constitu¬ 
tional amendment will be 
brought forward during the 
current year. Appropriate 
legislation for other elective 
bodies will also be under¬ 
taken. 

In a federal system, the 
sharing of central resources 
with the states is a matter of 
considerable importance. In 
all cases where population is 
a factor, as in the allocation 
of central assistance to state 
plans, devolution of taxes and 
duties and grants-in-aid, the 
population figures of 1971. 
will continue to be followed 
till the year 2001. In the 
matter of central assistance 
to state plans, eight per cent 
will be specifically earmarked 
against performance in family 
planning. The detailed pro¬ 
cedures in this regard will be 
worked out by the Planning 
Commission. 

Female Literacy 

While there is a direct 
correlation between illiteracy 
and fertility, this is parti¬ 
cularly marked in the case of 
girl’s education. Wherever 
female literacy improves, it 
has been seen that fertility 
drops almost automatically. 
It is, therefore, necessary that 
special measures be taken to 
raise the levels of female 
education, particularly, above 
the middle level for girls as 
well as non-formal education 
plans for young women speci¬ 
ally in certain backward states 
where the family planning 
performance so far has been 
unimpressive. The same is 
true with regard to child 
nutrition programmes, as 
high infant mortality and 
morbidity have a direct im¬ 


pact on fertility. The ministry 
Of Education is urging upon 
the state governments the 
necessity to give these matters 
higher priority than has been 
accorded so far and fully ear¬ 
marking adequate outlays both 
for girl’s education up to the 
middle level and child nutri¬ 
tion. 

My ministry is also in 
close touch with the Education 
ministry with regard to the 
introduction of population 
values in the educational 
system, and the NCERT has 
already made a beginning in 
bringing out some text books 
on these lines. It is essential 
that the younger generations 
should grow up with an 
adequate awareness of the 
population problem and a 
realisation of their national 
responsibility in this regard, 
Indeed if I may venture to say 
so, exhortations to plan 
families are more important 
for the younger generations 
than for those who have 
already made their contribu¬ 
tion to our demographic 
profile. 

Small Family 

The adoption of a small 
family norm is too important 
a matter to be considered the 
responsibility of only one 
ministry It is essential that 
all ministries and departments 
of the government of India 
as well as the state should 
take up as an integral part 
of their normal programme 
and budgets the motivation 
of citizens to adopt responsi¬ 
ble reproductive behaviour 
both in their own as well as 
the national interest. A dir¬ 
ective to this effeet is being 
issued by the prime minister 
to all ministcrics of the gov¬ 
ernment of India, and a letter 
will also be addressed by her 
to all chief ministers. The 
performance of family plann¬ 
ing in the states will be more 
carefully and intensively moni¬ 
tored than in the past, and 
the union cabinet will review 
the situation in depth at least 
once a year. 

Experience over the last 20 
years has shown that monetary 
compensation does have a 
significant impact upon the 


acceptance of family planning, 
particularly, among the proper 
sections of society. In view 
of the desirability of limiting the 
family size to two or three it has 
been decided that monetary 
compensation for sterilisation 
(both male and female) will 
be raised to Rs 150 if per¬ 
formed with two living child¬ 
ren or less, Rs 100 if perform¬ 
ed with three living chi Idem 
and Rs 70 if performed with 
four or more childern. These 
amounts will include the 
money payable to individual 
acceptors as well as other 
charges such as drugs and 
dressings, etc., and will take 
effect from May 1, 1976. 
Facilities for sterilisation and 
MTP are being increasingly 
extended to coyer rural 
areas. 

In addition to individual 
compensation, the government 
is of the view that group in¬ 
centives should now be intro¬ 
duced in a bold and imagin¬ 
ative manner so as to make 
family planning a mass move¬ 
ment with greater community 
involvement. It has, there¬ 
fore, been decided ihat suit¬ 
able group incentives will be 
introduced for the medical 
profession for zila and pan- 
chayat samities, for teachers 
at various levels, for co¬ 
operative societies, and for 
labour in the organised sector 
through their respective re¬ 
presentative national organisa¬ 
tions. Details of these group 
incentives may be worked out 
in consultation with the con¬ 
cerned organisations. 

Tax Incentives 

Despite governmental eff¬ 
orts at union, state and 
municipal level, family plann¬ 
ing cannot succeed unless 
voluntary organisations are 
drawn into its promotion in 
an increasing measure, parti¬ 
cularly, youth and women’s 
organisations. There is al¬ 
ready a scheme for aiding 
voluntary organisations, and it 
has been decided that this 
will be expanded. Also, full 
rebate will be allowed in the 
income-tax assessment for 
amounts given as donations 
for family planning purposes 
to government! local bodies 


of any registered voluntary 
organisation approved for 
this purpose by the union 
ministry of Health. 

Research by reproductive 
biology and contraception is 
under way in several of our 
scientific institutions, and 
there are some very promis- 
ins developments which, we 
hope, will lead to a major 
breakthrough before too 
long. This is a great challe¬ 
nge to our scientists, and 
efforts in this direction will 
receive special attention so 
that necessary reseat ch inputs 
are ensured on a long range 
and continuing basis. 

The question of compul¬ 
sory sterilisation has been the 
subject of lively public debate 
over the last few months. It 
is clear that public opinion is 
now ready to accept much 
more stringent measures for 
family planning than before. 
However, tlic administrative 
and medical infra structure in 
many parts of the country is 
still not adequate to cope with 
the vast implications of 
nation-wide compulsory steri¬ 
lisation. Wc do not there¬ 
fore, intend to bring in centr¬ 
al legislation for this purpose, 
at least for the time being. 

States Option 

Some slates feel that the. 
facilities available with them 
are adequate to meet the re¬ 
quirements of compulsory 
sterilisation. We are of the 
view that where a slate legis¬ 
lature, in the exercise of its 
own powers, decides that the 
time is ripe and it is necessary 
to pass legislation for com¬ 
pulsory ^erihsation, it may do 
so. Our advice to the states 
in such cases will be to bring 
in the limitation after three 
children and to make it uni¬ 
formly applicable to all Indian 
citizens residents in that state 
without distinction of caste, 
creed or community. 

Some states have also 
introduced a series of mea¬ 
sures directed towards their 
employees and other citizens 
in the matter of preferential 
allotment of houses, loans, 
etc. for those who have accep¬ 
ted family planning. Inthi s 
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sphere also wo have decided to 
leave it to each individiml 
state to introduce such mea¬ 
sures as they consider necess¬ 
ary and desirable. Employees 
of the union government will 
be expected to adopt the 
small family norm and necess¬ 
ary changes will be made in 
their service conduct rules to 
ensure this. 

In order to spread the me¬ 
ssage of family planring 


The General Managers of the fol¬ 
lowing factories invites separate sealed 
tenders/applications for supply of the 
following items : 

(1) Ordnance Equipment Factory, 
Kanpur: 

(a) Tender No. PV/1339: Myrabo- 
lam—978Q00 Kgs. Specification No. 
HSF/L/4 (A). 

(b) Tender No. PV/1316: Ink Stain¬ 
ing—2656 Litres. 

(c) Tender No. PV/1328: Dyenc- 
grosin Black Kgs. 834. 

(d) Tender No. PV/1326: Drill 
Cotton (Mineral) Khaki 71 C'ms 
wido—metres 7000- Specification No. 
IS: 177-1970 Variety No. 1 Except 
that etc. 

(e) Tender No. PV; 1327: Prevcn- 
tal Liquid -1 or Prcservol ‘S’ Kg^. 
2805. 

(f) Tender No. PV/1306/RP: Web 
Thick O.G. (Sc-314) 32 MM—Metres. 

11700. Specn. No. IND/TC/Q344 (c). 
Tolerance (a) Breaking strength - 
Minus 10% (b) No. of weft Threads/ 
2.54 ems—Minus 10% (c) No. of 
warp threads/2.54 ems—Minus 5% 

(d) Wash fastness Rating of colour 
fastness2 to 3. Closing dates: 76.5.76 
for (a), 27.5.76 for (b), 3.6.76 lor <c), 
(d) & (c) and 17.6.76 for (f). Tender 
forms available fa) Rs. 5/- each item 
by Postal Orders- (quoting Tender 
No., Name & address of the remitter. 

(2) Ordnance Factory, Muradna^ar 
( V.P .). 

(a) Tender No. PV/1152/TE-ADV/ 
1075: Wooden Packing Boxes: 

(i) Size 1015 x 270 x 95 mm inside 
to Drg. No. MSK-1957T—3500 Nos. 

(ii) Size 1015 x 33Q x 70 mm inside 
to Drg. No. MSK -1955T-- 6QQ 
Nos. (iii) Size 450 x 232 x 96 mm 
inside to Drg. No. MSK 1967T 
12000 Nos. 

(b) Tender No. PV/11.52/TE-ADV/ 
1105: Foseco Fesdcx No. 3 or Equi¬ 
valent ----6,000 Kgs. Closing dates: 

13.5.76 for (a) and 22.5.76 for (h). 
Tender forms available fy Rs. 10/- 
each item by bank draft or Postal 
Orders or M.O. on application upto 

3.5.76 and 14.5.76 for (a) & (b) 
respectively. 

(3) Ordnance Clothing Factory, 
Shahajahanpur: 

(a) Insulated P.V.C. sheathed Tele¬ 
phone cables annealed tinned copper 
conductor untaped size 0.2 mm* 


throughout the nation, a new 
multi-media motivational str¬ 
ategy is being evolved which 
will utilize all the available 
media channels including the 
radio, television (specially 
programmes aimed directly at 
rural audience), the press, 
Alms, visual displays and also 
include traditional folk media 
such as the jatra, puppet 
shows, folk songs ard folk 
dances. The attempt is to 
move from the somewhat 


urban-elitist approaches of 
past into a much more imag-i 
inative and vigorous rural- 
oriented approach. In this 
context my ministery is 
working in close coordination 
with the ministry of Inform¬ 
ation and Broadcasting, and is 
also trying to draw the best 
media talent available in the 
country info the structuring of 
the new programme. 

This package of measures 


Ministry of Defence 
Indian Ordnance Factories 


5 Pairs. 1000 Mtn. (In single length 
or 2 lengths of 5Q0 Mts.) 

(b) same as above but 10 pairs. 
1000 Mtrs. 

(c) same us above but 20 pairs. 
1000 MLs. 

(d) same as above but taped with 
thread, steel armoured far under 
ground put pose aejording toI.T.D. 
Specification approved by the Indian 
Telephone Department. Si/e: 0.2 
mm 2 20 Pairs. 10^0 Mtrs. 

(e) Tape Elastic 19 mm whiie. 
20007 Metres. Specification No. 
IND/TC/2335 (b). 

Closing dates: 25 5.76. TencLu 
forms available fa Rs. 5.'- each by 
M.O.oreash only upto 17.5.76. 

(4) Ordnmce Factory, Khamaria 
Jabalpur: 

(a) Dial Indicator Metric: Dial 
Dia 56 mm. Least Count 7 0-01 
mm, Measuring Range 10 mm. 
Reading - 0-I0J and provided with 
locking nut limit Bars regular Anvil 
Shock Proof & accurate '01. 100 
Nos. 

(b) Pipe Hume R.C.C. Half Round 
150 mm dia x 2 metre Ion* - 500 
Nos. 

(c) same as above but 200 mm dia 
x 2 metre long - 400 Nos. 

(d) same as above but 300 mm 
d a \ 2 metre long 300 Nos. 

(e) Wing Nuts 8 mm =•- 14760 Nos. 
To Drg. No. Cl A/\mm/1559. 
Detail 4 Part No. ISV: 1380. Mate¬ 
rial: Brass 60/40 or Steel. 

(f) Piece Packing Mid Steel - 
10100 Nos. Delivery required 4000 
Nos per month from 7/76. 

(g) Closing dates: 15.6.76Tcnder 
forms available free on application 
upto 13 5.76 Separate applications 
required for each item. 

(5) Gun Carriage Fuctory, 
Jabalpur: 

(a) TK No. 75/728/56B: Cotton 
Waste Coloured Defence quality Cat 
Nol H2/8305 000064 to Specn. IND/ 
0256 (C). - 10000 Kgs. (10 MT). 

(b) T£ No. 75/111/56A/VP: 
BSW MS Bo't Hex hd. 12.7 mm x 
90 mm long (1/2* x 2-1/2*). 
79968 Nos. 

(c) TE No. 75/112/56A/VP: (i) 
Sill Members front to Drg. VFJ/ 


14/01/110 item No. 1 consisting of 
centre gusset item 5 and spacer 
item 6. 3920 Nos. (ii) Sill member 

centre to Drg. No. VFJ/14/01/110 
item No. 2 consisting of centre 
gusset item No. 5 spacer item No. 
6 - 3920 Nos. 

(i.i) Sill member End to Drg. No. 
VKI/14/01/110 item No. 3 consi ting 
of End gusset item 4 centre gusset 
Lem 5 and spacer item 6 ** 3920 Nos. 

(1) TK No. 75/734/56*: Steel 
Billet 125 mm in Specn. IS 1570-10 
Crl MO 28 or BS 970 EN 19 - 6503 
Kgs. (6.500 MT). 

Closing dates: 19.5.76. Tender 
forms avai'able Rs. 5/- each item 
through Crossed Postal Orders up¬ 
to 19.5.76. 

(6) Ordnance Factory, Varan;aon: 

fa) Brass Strips 16 mm — 0.25 mm 
wide x 0.686 mm 44) 013 mm thick 
to specn. DRF-105A and Drg. No. 
V/PROD/0039. « 10 M/f 

(b) Brass Strips 12.2 mn i;0.25 
mm thick x 0 9652—0.0255 mm 
thick to specn. DRE-J05A and Drg. 
No. V/PRO D/0038A - 10 M/T. 

Closing date: 28.5.76. Tender 
for,ns available w; Rs. 2/ - by M.O. 
on application upto 12.5.76. 

(7) Ordnance Factory, Dchradun: 

Silver Nitrate =-50 Kgs. 

Tender forms available (a\ Rs. 10/- 

by Crossed Postal Orders on appli¬ 
cation upto 10.5.76. 

(8) Ordnance Factory, Ambajhari: 

(a) CO, Gas type Fire Extinguisher 
6 Kg. (15 lbs) capacity, mounted on 
wheel trolley complete with CO, gas 
filled, 2 mete 1 high pressure flexible 
tube fitted with Horn Assembly— 
26 Nos. 

(b) Rubber lined Delivery Hose 
without couplings (Preferred in 
22.86 m. hose roll)—995 Meter. 

Tender forms available fa) Rs. 5/ • 
by Crossed Postal Order upto 27.4.76. 
Request for tender forms will not be 
entertained from firms who arc not 
either registered with this factory or 
with DGS &D or National Small In¬ 
dustries Corporation. Requests for 
tender forms from firms registered 
with DGS&D, or NSIC should be 
accompanied with photostat copy 


.will succeed in its objective 
"only if it receives the full and 
active cooperation of the 
people at large. It is my 
sincere hope that the entire 
nation will strongly endorse 
the new population policy 
which, as part of a multi¬ 
faceted strategy for economic 
development and social eman¬ 
cipation , is directed toward 
building a strong and pros¬ 
perous India in the years and 
decades to come. 


of proof of regislration issued by the 
DGS &D or NSIC and the photostat 
copy of the recent Income-Tax 
Cleaiance Certificate. 

(9) Gun & Shell Factory, Cosslpore, 
Calcutta-2: 

(a) Shot Chilled Iron 18 Swg 
Grade S: 470 to Specn. BS 2451- 
1963. Qty. required: 17,075 Kgs. 

(b) Carbon dioxide (CO a ) Fire 
Extinguisher. 3 Kg. capacity with 
iniiial charge and Brackets ISS- 
28784964. Qty. required: 62 Nos. 

Closing da’cs: 18.5.76 and 25.5.76 
for (a) & (b) respectively. Tender 
forms available fai Rs. 10/- each 
item. 

(10) Cordite Factory Aruvankadu 
(Nilglris): 

Cambric Colton Red 1117,6/ 
1143.0 mm wide (Colour No. 537 
of IS Specification 1S-5 of 1961 for 
Red Signal) (Specn: JSS 1-69-02 (b) 
(SI. No. 1 of Specification Schedule). 
8300 Metres. Tender forms avail¬ 
able free upto 7.5.76. 

01) Heavy Vehicle Factory, Avadi, 
Madras: 

One Open Throat Hydraulic Press. 

Closing date: 13.7.76. Tender 
forms available fa) Rs. 5.15 paisc 
upto 12.7.76 (CrossedjPostal Orders 
referring to Tender No. 0025/OT/ 
HVF/76-77/Spares/M dt. 3.4.76. 

(12) Ammunition Factory, Kirkee, 

Poona: 

6606 Nos. of Board Corrugated 
Ammunition doule faced coarse 
fiute 787.4 mm x 558.4 mm x 6.35 
mm thick to Specn. J.S.S. 1212, 
Closing date: 25,5.76. Tender 
forms available fa) Rs. 21- by M.O. 
upto 11.5.76, 

(13) Ordnance Factory, Ambarnath; 
Soap Soft Specn. IND/SL/3010 

12,130 Kgs. 

Tender forms available fa) Rs. 2/~ 
by M.O. or Postal Order upto 
11 5.76. 

Note: Other details and specifica¬ 
tions of the above items will be avail¬ 
able along with the tender forms. 
Tender fees are non-rcfundable. For 
further details Indian Trade Journal 
may also be $<?en. 
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THE GWALIOR RAfON SILK MFG. (WVG.) CO. LTD. 

(PULP DIVISION) 

Birlakootam, MAVOOR673 661 Kozhikode Diet. KERALA, 

(Regd. Office : Birlagram, Nagda, M. P.) 

HELPS 

To move the wheels of textile industry all over India 
Thus saving enormous foreign exchange 
Much needed for National Development. 

THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 

“He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 

Gram : "WOODPULP" Calicut Phone : 73973-74, Calicut 

Telex : 084 - 216 51 and 52 Mavoor 


( Use PIN Code. It Helps Speed Up Your Mall) 
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Assocham attempts 

to be useful 


Price Rupees Two 


Leading Articles 

Assocham Attempts to be Useful 
Profile of the Public Sector 
Rourkola Has Done Woll 
Too or,Coffee 1 
UP: Stress on Agriculture 

Point of View 

What a Journalist Should Know 
About Profits— Carl H- Madden 


Much water has flowed down the Jamuna in New Delhi since Mr J.R.D. Tata’s 
— famous address to the annual session of the Associated Chambers of Commerce and 
Industry last year despairingly predicting the withering away of the mixed economy. 
In the intervening months, due to causes and circumstances, some of them at least 
•M extraneous, there has been considerable improvement in the climate which governs 
Ml industry’s expectations of or other relations with the government. This change was 
Sf2 fully reflected in Mr Akbar Hydari's speech at this year’s session of Assocham last 
M3 week in New Delhi. He acknowledged with as much grace as gratitude the three 
M4 significant shifts in government policy of which the latest central budget is much 
more than a symbol. As he listed the gains, there is the acknowledgement that 
excessive taxation has become counter-productive; the recognition that industry needs 
substantial aid for regeneration; and an awareness that something has to be done to 
Ms hasten the retreat from recession. 


Stimulating Results of Cooperation 
—Dr V.L. Korneev $73 

Window on the World 

Economies East and West 
— Jossleyn Hennessy 171 

International Monetary Developments 
—Edwin H. Yeo 875 

Books Briefly 

Growth Factors In Farming 
—Academlcus 877 

Books Received 882 


Trade Winds 

ADB Assistance; No Export 
Duty on Jute Goods; Rupee 
Upvalued; Export Assistance for 
Mill-Made Cottons; Indo-Nepal 
Joint Ventures; Pepper Com¬ 
munity; NCDC; Cement Output; 
Industrial Output; Import of 
Stainless Steel; BHPV; Irano- 
Hind Shipping; Progress in 
Shipping and Transport; Export 
of Finished Leather; Machine 
Tool Industry Ms-ms 

Company Affairs 

Blue Star; Pfizer, State Bank of 


Saurashtra; Good lass Nerolac; 

SPIC; Lakshml-Rlitl Looms; 

News and Notes; New Issues; 

Capital and Bonus Issues; 
Dividends hmn 

Records and Statistics 

Amending the Conatltptlen SM 

AutomebUn* and Allied fftguttrlee SSI 
Petroleum In 197I-7I MS 


Mr Hydari said that the business community owed it to itself and to the govern¬ 
ment to respond to this reorientation of official attitudes towards the claims and 
needs of the private sector in a mixed economy by making the most of the reliefs 
and incentives offered in the central budget as well as through various relaxations or 
liberalisations of government regulations or procedures affecting industry or trade. 
It was desirable that industry should fashion its conduct in this manner especially 
as a process of consultation and constructive exchange of ideas is now beginning to 
inform government’s relations with it. Mr Hydari suggested that this made it possible 
for business bodies such as Assocham to pursue a positive dialogue with the govern¬ 
ment on the many things that still remained to be done to promote the growth im¬ 
pulses in the economy, especially in such vital areas as exports. 

As an earnest, presumably, of its desire to advance a partnership of government 
and business in philosophy and performance, Assocham made this annual session an 
occasion for a symposium on Industry and Development. The theme was the ways - 
in which company managements or the corporate sector generally could assist village 
communities and the rural economy to develop their human and material resources 
and thereby fight mass poverty especially in the backward areas of the country. The 
symposium, however, proved to be an exercise in good intentions and kind thoughts 
rather than in definitive discussion. 

Not that some fine speeches were not made. Dr M. S. Swaminathan 
spoke learnedly and with characteristic earnestness of the human aspects 
of rural development and Mr T. Thomas of Hindustan Lever made useful 
suggestions for the restructuring of the district administration, a service which 
perhaps excuses his cliche about “barefoot scientists”. But neither these two nor 
any of the other speakers, some of whom spoke interestingly enough, came anywhere 
near determining or even describing with any clarity what precisely company manage¬ 
ments or the corporate sector are supposed to do by way of making a unique contri¬ 
bution to rural development. There was much talk, a good deal of it laboriously 
sophisticated, of the service that an industrial culture could render by way of 
extending the benefit of modern management or business practices to the planning or 
running of rural development, but most of it was vitiated by a calculated and clearly 
stage-managed determination to ignore the basic fact that any direct role which 
large-scale industry may attempt to toy with in the area of rural development could 
only be in the nature 6f an expensive, rich man’s hobby which, as is well-known, is 
often no more than its own reward. 

Consequently, when the symposium arrived at the stage of listing its 



conclusions or recommendations, Dr 
Fredie Mehta had to tax his imagina¬ 
tion and ingenuity to draft a 12-point 
“strategy 1 \ Possibly the chief virtue of 
this programme is that it faithfully follows 
the current fashion of breaking up pro¬ 
blems into “points' 1 and its very first 
“point 11 , ironically enough, is the pro¬ 
posal that villages should be adopted by 
business houses or company managements 
—a suggestion, which one of the “key¬ 
note” speakers at the symposium, Mr 
A.D. Moddie, had in fact dismissed with 
over-abundant, if largely justified, scorn. 

Wc are not suggesting here that there 
is neither scope nor necessity for industry 
to function in such a manner as to assist 
in the pursuit of such valuable national 
objectives as the faster growth of the 
rural economy. But we do believe that 
there is nothing to be gained by business 
leaders trying to play to the political 
galleries in this respect. In particular, it 
is sheer nonsense to suggest that company 
managements, either individually, or 
through consortia, could function more 
efficiently or economically than the agri¬ 
cultural departments of state governments 
or other allied governmental or semi- 
governmental agencies. Our country has 
built up a certain amount of knowhow 
and organization through such program¬ 
mes and facilities as community develop¬ 
ment and the national extension service 
and white these admit of continuous 
improvement in their functioning or even 
in conceptual thinking, it would be grossly 
irresponsible to act on the assumption 
that any of the major responsibilities for 
organized rural development could be 
transferred to industry or business houses. 

prosaic truth 

In our view, businessmen themselves 
should be the last to raise false hopes or 
foster unrealistic expectations in this 
regard. Although polite speeches are being 
made by those outside the business com¬ 
munity about the drive, dynamism or 
practical wisdom which business leaders, 
executives or managers arc supposed to 
have in them to donate to the rural 
development effort, the prosaic truth is 
that the corporate sector in this country 
is not over-endowed with superior man¬ 
power. The higher managements in most 


industrial undertakings ate already over¬ 
stretched to meet the demands made on 
them by the normal business of their 
respective companies in these difficult 
times and business leaders or business 
houses should therefore be worrying about 
the human or other resources they need to 
dispose of for the purpose of coping with 
the problems of the home market or the 
challenges in the export trade. They will 
be doing no service to the country if, at 
this strenuous period in the course of 
industry itself, they elect to pretend that 
they can engage themselves to any sub¬ 
stantial degree in an area of effort which is 
not demonstrably related to their own 
resources. 

It is important that there should be no 
wishful thinking here, because only intel¬ 
lectual honesty and clarity of judgement 
would help industry to get its bearings 
right with regard to its own modest place 
or genuine opportunities in rural develop¬ 
ment. For instance, industrial undertak¬ 
ings utilising agricultural produce or other 
rural resources could take a practical in¬ 
terest in increasing the production of these 
supplies or improving the productivity of 
the farms, farmers or other factors con¬ 
cerned. 

pooling resources 

This could be done most effecti¬ 
vely by firme in the same industry pooling 
their financial and technical resources for 
the purpose, although some of the larger 
firms may often find it easier or more 
rewarding to act on their own. It is 
necessary to note that there is already some 
activity of this kind. It is even more 
necessary to realize that such efforts 
would be optimally productive only to 
the extent that the business agencies con¬ 
cerned arc willing or able to work with 
and through the governmental and semi- 
governmental institutions in the area. 

Possibly the most valuable manner in 
which industry could advance rural 
development is for the associations of 
manufacturers in agro-based industries or 
industries which are large consumers of 
rural produce or supplies to develop really 
cooperative relations with the producers 
of their raw materials or other inputs. 
There is no denying the fact that industry 
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is yet to demonstrate that it is keen on 
getting out of "situations of exploiting or 
manipulating its commercial mlatlphs 
with the peasant communities or the rural 
economy. On almost every occasion 
when crop prospects move in a plus at 
minus direction, the immediate reaction 
of the concerned manufacturing industry 
is to attempt to protect or promote its 
own short-term interests at the expense of 
the producers of raw materials. A predict¬ 
able consequence is that fanners or other 
rural interests take to lobbying the politi¬ 
cians and this invitation to political 
parties to intervene in or interfere with 
the business relations between the manage¬ 
ments of industries on the one hand and 
the producers of raw materials for indus¬ 
tries on the other only serves to bedevil 
the situation further. 

enlightened relationship 

We therefore put it to the leaders of 
Assocham or other business associations 
that the most meaningful manner in which 
industry could serve the rural economy 
is the establishment of enlightened 
economic relations between manufacturers 
or their associations and village communi¬ 
ties supplying agricultural or other rural 
supplies for industries so that mutually 
beneficial practices and programmes could 
be evolved for promoting production and 
maintaining remunerative and relatively 
stable prices for the produce of village 
communities. 

It cannot be denied that industry 
has to change a great deal by way 
of motivation and morality in these 
areas of its dealings with the rural eco¬ 
nomy. For a start, the Indian Sugar 
Mills Association could attempt to forge 
sanctions against the black sheep in its 
midst who habitually defraud cane culti¬ 
vators of their dues in one way or an¬ 
other, or the Indian Cotton Mills Federa¬ 
tion devote some thought to working out 
cooperative relations with cotton growers 
in dealing with situations of shortage or 
glut of the fibre. It is to be hoped that 
there is no significance of a sinister kind 
in the resounding silence observed on 
issues of this kind by the august brains 
trust which the Assocham had assembled 
for its symposium on Industry and Rural 
Development. 
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crons (4.3 months’ turnover) in the 
preceding year. 


Profile of the 


Tub working results of the central 
government public enterprises for 1974-75 
have shown a leap in net profit 
which clearly demostrates their having 
overcome the teething troubles. At last the 
period of persistent losses is a thing of the 
past even though in recent years the public 
sector was saddled with the responsibility 
tp.'SMfture some sick units. The net profit 
before tax at Rs 312.48 crores in 1974-75 
ih the case of 120 operating enterprises was 
nearly four times the profit ofRs 81.03 
crores in 1972-73. Even though the 
profit for 1975-76 may not turn out to be 
as large as in 1974-75 due to the changed 
state of the economy, yet it is safe to pre¬ 
sume that the central government under¬ 
takings will manage to record a handsome 
profit collectively. 

The current trends in the eco¬ 
nomy coupled with the government’s 
determination not to let the prices 
move up are likely to cut into the 
profits of these enterprises. This view¬ 
point was endorsed by Dr Ajit Mozoom- 
dar, secretary (expenditure) of the central 
ministry of Finance and director-general of 
the Bureau of Public Enterprises who said 
at a recent press conference in the capital 
that "the profits during 1975-76 of the 
public Sector enterprises were unlikely to 
show an equivalent growth despite improv¬ 
ed inventory control, capacity utilisation 
and higher production. 

growth In number* 

The public sector undertakings run by 
the central government have grown in 
number, investment and scale of operation 
at a steady pace during the past 25 years 
with the result that they are likely to over¬ 
take the private sector enterprises in the 
next few years. The' total investment in 
equity and long-term loans as on March 
31,1975, in the central government enter¬ 
prises has been estimated at Rs 7261 
crores. If bank overdrafts and foreign 
deferred credits are included, the total 
rises to Rs 8415 crores. 

MrajMMMMR 


public sector 


The Reserve Bank of India (RBI) has 
estimated that as on March 31, 1974, 
1650 public limited companies and 
1001 private limited companies together 
commanded, capital employed (equity 
plus reserves plus borrowings) at 
Rs 11,177 crores. The private sector 
companies not included in the RBI 
study will at best be 10 percent. Thus it 
is patent that the central government 
enterprises, though 129 in number, have 
an unrivalled position in the economy of 
our country. Again, the total sales of 
the government enterprises in 1974-75 at 
Rs 10217 crores was almost equal to the 
sale of the private sector companies inclu¬ 
ded in the RBI studies (1973-74). Whereas 
sales in the private sector rose by 10 to 12 
per cent a year, the central government 
enterprises recorded a rise of 51 per cent 
in 1974-75 which was undoubtedly unusual 
and was to a large extent due to the pre¬ 
vailing inflationary trends. 

utilisation of capacity 

Good management of business always 
demanded high utilisation of capacity and 
the strictest control on inventories. Happily 
the central government undertakings gave 
a good account of themselves on both 
these counts. An analysis of the working 
of 106 units for 1974-75 revealed that as 
many as 54 of them had capacity utilisa¬ 
tion of 75 per cent as against 45 per cent 
in the preceding year. Also, 27 units 
utilised their capacities from 50 to 75 per 
cent while 16 of them were working at 
less than 50 per cent capacity. Surely, the 
units had moved in the right direction in 
so far as capacity utilisation was concerned 
though there was still room for improve¬ 
ment. 

In regard to keeping a restraint on the 
value of inventories also, the undertakings 
have done well. The units under study 
had inventories worth Rs 3269 crores as 
on March 31, 1975 whioh was equivalent 
to 3.9 months’ turnover as against Rs 2518 

m 


Last year, while reviewing the wo rking 
of public sector undertakings (Eastern 
Economist dated May 2,1975; page 968) we 
had stated that "whatever way this probldh 
was examined, it was hard to believe that 
the rising price had not assisted the public 
sector undertakings in improving their 
profitability. At best it could be accept¬ 
ed that only a part of the increase in pro¬ 
fits was due to rise in prices, the balance 
being the outcome of improved manage¬ 
ment.’’ Looking at the performance of 
these undertakings in 1974-75, Eastern 
Economist again came to the conclusion 
that more than half of the declared profit 
was due to the rise in the prices of in¬ 
ventories. Only when the net profit of 
these undertakings exceeded the increase 
in the value of inventories by a wide 
margin, it would be safe to say that file 
fortuituous causes had played a small 
role in inflating the profit. 

the leaders 

The leaders in throwing up surpluses 
were Indian Oil Corporation Ltd (Rs 52.14 
crores). Oil & Natural Gas Commission 
(Rs 50.77 crores), Hindustan Steel Ltd (Rs 
50.77 crores), Minerals and Metals Trading 
Corporation Ltd. (Rs 44.08 crores). Ship¬ 
ping Corporation of India Ltd (Rs 34.55 
crores) and Hydro Carbons India Ltd (Rs 
20.99 crores). 

Among the major losers were Coal 
Mines Authority of India Ltd (Rs 36.11 
crores), Bharat Coking Coal Ltd (Rs 26.12 
crores), Bokaro Steel Ltd (Rs 11.65 crores 
and Air India (Rs 8.86 crores). As many 
as 75 undertakings improved their perfor¬ 
mance in 1974-75 by raising the level of 
profit while 45 of them suffered a decline 
in this regard. While profitability alone 
might not be deemed as the sole measure 
of good performance by a public sector 
undertaking, it certainly could not be ig¬ 
nored, hence the increasing emphasis 
on the quality of management which 
the Bureau of Public Enterprises has been 
recommending in recent years. 

In earlier years bureaucrats from govern¬ 
ment offices were drafted to man the 
public sector undertakings but because 
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they came on deputation for short du¬ 
rations, they failed to give their best. Also 
in many cases they were not equipped to 
handle the tasks assigned to them. Later 
government turned its attention to the pri¬ 
vate sector and invited some of the private 
sector managers to manage the public sec¬ 
tor units. Not all of them were a success 
because of the differences in the methods 


of operation adopted in the two sectors. 
At last, the Bureau of Public Enterprises 
has realised that the public sector units 
cannot be property managed without 
creating a new cadre of managers who 
should be trained in the modem techniques 
of management. A conference of public 
sector enterprises organised recently in the 
capital also came to the same conclusion. 


Rourkela has done well 


It, indued, is heartening to note that the 
Rourkela steel complex, which till lately 
was known as the sick child of the 
industry along with the Durgapur and the 
IISCO works at Burnpur, has emerged 
out of the woods. This public sector unit 
produced during the year just gone by 
1.282 million tonnes ingot steel, as against 
the target of 1.3 million tonnes and an 
output of 1.066 million tonnes in 1974-75. 
The production of saleable steel aggregated 
to 1.041 million tonnes, as against the 
year’s target of 0.9 million tonnes and an 
output of 0.812 million tonnes in the pre¬ 
vious year. For 1975-76 as a whole, the 
utilisation of capacity in terms of saleable 
steel worked out to 85 per cent. The pro¬ 
duction trends after July last have been 
very encouraging; new records were estab¬ 
lished in all the nine months since then. 
During the terminal four months of the 
year—from December to March—even 
the average rated capacity was exceeded. 

Annual records of production were estab¬ 
lished during the year by all the major 
producing units—the Barsua iron ore 
mine, the Purnapani limestone quarry, 
coke ovens, sinter plants, blast furnaces, 
steel melting shop, slabbing mill, plate 
mill, hot strip mill, electric sheet mill, pipe 
plant, galvanising lines and the cold rol¬ 
ling mills. Despatches of saleable steel as 
well as those of all important products 
recorded new peaks. The plant over¬ 
fulfilled its commitment for the supply of 
armoured plates. It crossed during the 
year 10 million tonnes mark in saleable 
steel output—an important milestone in 
the annals of any integrated steelworks. 

More significantly, the output of tested 


quality steel grew at a sharper rate than 
the overall output. Whereas the total 
production of saleable steel went up by 
28.2 per cent compared to the previous 
year’s output, that of te>ted quality im¬ 
proved by 37 per cent. Currently, nearly 
85 per c?nt of the saleable steel output is 
of tested quality. 

The improvement in production has 
yielded some other wholesome results 
also. They have helped in bringing down 
production costs. The ingot mould con¬ 
sumption, for instance, has been brought 
down from 23.4 kgs per tonne of ingot 
steel to 22.3 kgs per tonne and in the 
case of bottom plates from 14.2 kgs per 
tonne to 13.2 kgs per tonne. The con¬ 
sumption of tin in the tinning lines has 
been reduced from 12.04 grams M 2 to 
11.21 grams/ M a and that of zinc in the 
galvanising lines from 450 grams/M 2 to 
428 grams/M 2 . 

Along with the steel plant, the fertiliser 
manufacturing unit of the complex has 
registered a marked improvement in work¬ 
ing. The production of calcium ammo¬ 
nium nitrate and ammonium sulphate 
during 1975-76 reached the new peak 
level of 309,000 tonnes; it was bf the 
order of 245,000 tonnes in the previous 
year. The 1975-76 production, in fact, 
has be3n the highest since the inception of 
this unit. 

Another encouraging fact about the 
operations of the undertaking in the recent 
past has been that in the interest of im¬ 
proving its profitability as well as attuning 
itself to the market requirements, product- 
diversification is being attempted in a 

*862 


concerted manner. This has resulted in 
the development of technologies for 
regular production of such diversified 
grades as boiler quality steel* shipbuild¬ 
ing quality steel, API steel, liigh tensile 
steel, admirality “B” grade steel etc. 
Plans are afoot to go in for regular pro¬ 
duction of HSLA steel, ROUTEN steel* 
different qualities of tinplate, etc. 

The cold rolled products range has beea 
diversified a great deal by producing 
much thinner gauges than had been the 
case upto 1974-75. Ail these developments 
have enabled the undertaking to cater for 
eveu the sophisticated requirements of the 
growing engineering industries. The im¬ 
pact of recession in domestic demand, 
which has necessitated a concerted export 
drive, has been minimised on the 
Rourkela steelworks through the diversi¬ 
fication programme. Further diversifica¬ 
tion is envisaged through aiding a spiral 
welded pips plant and a cold reduced 
grain-oriented (CRGO) complex. 

remarkable turnround 

The management deserves to be compli¬ 
mented for the remarkable turnround of 
the complex in the last two years—-more 
particularly during the last nine months 
after the great vicissitudes through which it 
had to pass till then. The mastering of the 
highly sophisticated technology — the 
Rourkela steelworks was the first pro¬ 
ject to go in for the LD process of steel- 
making in this country and that too at a 
time when this process was not very 
common even in the advanced countries— 
was not an easy affair. Then, the complex 
had its share of industrial unrest, trans¬ 
port difficulties and various other bottle¬ 
necks. The severest blow to it came in 
1971 when a part of the roof of its steel- 
melting shop collapsed. The maintenance 
problems have been receiving very high 
priority since this mishap. Better discip¬ 
line among workers after the declaration 
of emergency in July last too has contri¬ 
buted very significantly to the uptrend in 
production last year. Workers' confidence 
and enthusiasm has been inspired during 
the last five years through associating 
their representatives at the shop and apex 
levels in production as well as in the 
allied matters. Care, of course, has to be 
taken that in the enthusiatm to scale new 
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production peaks thit year, the plant and 
equipment am not flogged as happened in 
the case of the Durgapur plant some years 

Rourkela’s contribution to the economy 
has been very significant. Although the 
Bokaro steelworks would be adding consi¬ 
derably to the production of flat products 
in which the Rourkela plant also spe¬ 
cialises, the expected growth in the 
demand for these products would warrant 


In ms presidential address at the annual 
general meeting of the Indian Tea 
Association (1TA) held in Calcutta on 
April 17,1976, Mr G.P. Goenka made 
several suggestions for increasing the 
production and export of tea. He 
pleaded for giving greater encouragement 
to foreign investors to develop the 
tea industry not only from the point 
of view of augmenting production but 
also of marketing. ProfD.P. Chattopadh- 
yaya, the union Commerce minister, 
who inaugurated the annual meeting, 
assured the association that the govern¬ 
ment would continue to encourage foreign 
companies so long as their activities 
helped to promote the national interest. 
“I would like to clarify”, said the Com¬ 
merce minister, “that there is no inten¬ 
tion on the part of the government to 
ask the foreign tea companies to quit. 
We would welcome foreign investment 
within the framework of our national 
policies and would expect the foreign 
companies to continue their operations 
in India after Indianisation in accordance 
with the provisions of the Foreign Excha¬ 
nge Regulation Act (FERA)”. Although 
Prof Chattopadhyaya merely reiterated 
New Delhi's policy on foreign capital, 
his assurance was nevertheless welcome. 

Mr Goenka is, of course, right in 
saying that there are several foreign tea 
investors who are. dedicated to the 
growth of the industry to the same 
extent as their Indian counterparts. 
However, if some provisions of the FER A 
in any way hinder the activity of the 
foreign investors, the government may be 
expected to examine them sympathe¬ 
tically in view of the importance of the 


that scrupulous care is taken to keep up 
production.at Rourkela through proper 
maintenance; Any negligence in this 
sphere will hit the economy hard, not to 
speak of adverse effect it can have on the 
morale of workers and the fortunes of 
die project. This ye&r's target for the 
plant envisaging a production of 1.05 
million tonnes saleable steel should sug¬ 
gest that the management is not uncons¬ 
cious of this. 


tea industry to the country’s economy. 

Prof Chattopadyaya advised the tea 
industry to earn at least ten percent 
more foreign exchange every year so 
that in ten years India could obtain 
Rs 200 crores more than last year’s 
earning of Rs 240 crores. Mr Goenka 
referred to this plea as of “a very high 
order” and raised certain questions : 
Would the industry be prepared to 
invest large sums of money required to, 
say, double the production of tea in 
the course of the next ten years ? Would 
the government allow depreciation on 
tea bushes and offer concession in excise 
duty for achieving higher production ? 
The Commerce minister did not reply to 
these points but the government should 
examine them favourably. 

The Federation of Indian Chambers 
of Commerce and Industry (FICCI), in 
its export plan for 1976-77, had also 
made several proposals for promoting 
tea export. One of them was that tea 
sold on consignment basis in London 
auction should be permitted to be 
warehoused * in Rotterdam and sold 
afloat in order to provide more scope 
to exporters to avail themselves of the 
changes in the market situation. 

Mr Goenka raised the question 
whether tea could be a substitute for 
coffee. He quoted some interesting 
statistics regarding the trade in tea and 
coffee although he himself was not 
quite sure how far they were reliable. 
He said that the world’s estimated tea 
production was 1350 miltion kg and 
that of coffee 4300 million kg. Coffee 
produced annually was worth about 
Rs 6500 crores while tea was only worth 


Rs 1400 crores. The internal trade in 
tea amounted only to Rs 700 crores 
annually but that in coffee was worth 
over six times as much. “I am i 
convinced”, said Mr Goenka, “that tea 
can substitute coffee”. 

But Prof Chattopadhyaya was not con¬ 
vinced. He said that substitution would 
affect the economy of many developing 
countries and would also result in the 
displacement of workers. But whether 
New Delhi likes it or not, coffee 
consumption seems to be increasing 
rapidly in many countries. India’s 
coffee exports earned Rs 51 crores in 
1974-75 and in 1975-76, the earning is 
estimated at Rs 58 crores. In the 
current fiscal year, coffee exports are 
expected to fetch Rs 60 crores. Export 
could be stepped up by augmenting 
production for which certain incentives 
are necessary for attracting fresh invest¬ 
ment. 

expanding the acreage 

The president of tfye ITA pleaded for 
expanding the acreage under tea. He 
said that it was in the national interest 
to give as much land to tea gardens as 
necessary. He pointed out that whereas 
an average hectare of tea produced goods 
worth Rs 12,000, the average hectare of 
rice have only Rs 3000 worth. But surely 
this should not mean that land should be 
indiscriminately diverted from rice to 
tea. The Commerce minister expressed 
disagreement with Mr Goenka’s sugges¬ 
tion and urged the industry to step up 
its productivity. 

Surprisingly, however, Mr Goenka did 
not deal with the problem of the closed 
and sick tea gardens and the measures 
proposed by the government to take 
them over. The annual meeting of the 
ITA was an appropriate occasion to 
discuss this subject which is of great 
importance to the economy of West 
Bengal. Mr Goenka spoke of the 
“frontiers of tea” and the “horizons of 
tea” and referred to the “millions and 
millions of people who have never tried 
or tasted a caffeine-based drink, whether 
tea or coffee”. He said that “to teach 
out to them is a great enough challenge.” 
But is not the reopening of the closed 
gardens and the revival of the sick ones 
also a challenge confronting the industry? 


Tea or coffee? 
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UP : stress on agriculture 


while presenting the budget for 1976-77 
in the Vidhan Sabha recently, the UP 
chief minister, Mr N.D. Tiwari (who also 
holds the Finance portfolio) proposed a 
number of tax measures to reduce the 
deficit from Rs 70.67 crores to Rs 16.15 
crows. Revision and rationalisation of 
sales tax rates is expected to bring in an 
additional wvenue of Rs 6.40 crows. The 
proposal to levy purchase tax on industrial 
alcohol,* improvement of the administra¬ 
tive machinery of the excise department 
to check tax evasion, smuggling and illicit 
distillation and auction of fornign liquor 
shops aw to yield an additional wvenue of 
Rs 5.90 crows. 

The rates of various departmental 
fees fixed several years beforn aw to 
be wvised to yield an additional income 
of Rs 5.50 crores. Court fees and 
wgistration fees ^re to be wvised upwards 
to yield Rs 2.50 crows. A tax on vacant 
land in urban areas is expected to yield 
an income of Rs 2 crows. It is also pro¬ 
posed to levy tax on the purchase of 
cattle in village markets and fairs. This 
is likely to yield an additional wvenue of 
Rs 1.85 crows. All these measuws aw ex¬ 
pected to yield a total revenue of Rs 24.15 
crows. Apart from the additional revenue 
from these levies, Mr Tiwari hoped to 
cover the deficit through economy in 
government expenditum, effective recovery 
of government dues and rationalisation of 
land revenue rates. He also hinted at 
some mow proposals for the mobilisation 
of resources in the course of the year. 

grant off OA 

Mr Tiwari announced the grant of one 
instalment of additional dearness allowance 
to the state government employees with 
effect from March 1, 1976, costing the 
exchequer Rs 13 crores. It has also been 
decided to implement the group insurance 
scheme for all state government employees. 
The chief minister also announced wlief to 
pensioners by way of incwase in pension 
rates in three slabs of Rs 10, Rs 15 and 
Rs 20 a month. Temporary employees be¬ 
coming blind or invalid during their service 
period would also be entitled to pension. 


Outlining the new development strategy, 
Mr Tiwari pointed out that the main 
thrust was to accelerate the development 
process in agricultum by increased use of 
scientific, technological and modern 
methods. Already the state has taken 
some significant strides in this field. The 
output of kharif foodgrains during 1975-76 
was 7.06 million tonnes as against 6.24 
million tonnes in 1974-75. Of this the 
production of rice was placed at an all- 
time high of 4.39 million tonnes. Mr 
Tiwari indicated that a production target 
of 13.56 million tonnes had been fixed for 
rabi foodgrains during the currnnt year. 

Main emphasis in increasing overall 
foodgrains production in the state is likely 
to be on wheat, paddy and pulses. The 
state proposes to achieve an additional 
output potential of 1.55 million tonnes of 
foodgrains during 1976-77 through major 
and medium irrigation (280,000 tonnes), 
state minor irrigation (96,000 tonnes), pri¬ 
vate minor irrigation (420,000 tonnes) soil 
conservation (53,000 tonnes). HVP 
(210,000 tonnes) and double and multiple 
cropping (500,000 tonnes). 

quality seads 

Arrangements for the supply of quality 
seed have been given high priority and 
this task has been assigned to the state 
agriculture department, the Tarai Develop¬ 
ment Corporation and the National Seeds 
Corporation. A scheme has also been 
drawn up to raise an additional quantity of 
30,000 quintals of quality seed on the land 
of selected farmers which will be available 
for distribution during kharif 1976. For 
this purpose 400 quintals of foundation 
seed have been supplied to the progressive 
farmers and in addition 800 quintals of 
foundation seed will be multiplied in 146 
seed multiplication farms of the agricultum 
department. 

The state has developed an organised 
plant protection service, having centms at 
each block manned by expert operators 
with sufficient machines available locally. 
At the wgional level, mobile training teams 
have been provided in addition to surveil- 
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lance teams for locating outbreaks off epi¬ 
demics, particularly in endemic areas. The 
plant protection schemes propose to cover 
an awaof 11.2 million hectams daring 
1976-77 as against 10 million hectares last 
year. The target for 1978-79 has been 
placed at 14.4 million hectams. 

In view of the importance of sugarcane 
to the economy of the state, intensive cane 
development activities aw carried out in 
thirty-six districts, including two hill dist¬ 
ricts of Naini Tal and Dehra Dun. At 
pwsent, 74 sugar factories aw in operation 
and 25 new sugar factories, in the co¬ 
operative sector as well as in the public 
sector, aw likely to come up by the end of 
the fifth Plan. The state aims at providing 
sugarcane to all these existing and proposed 
units according to their capacity from mini¬ 
mum possible additional area under sugar¬ 
cane. Average yield is to be raised through 
the use of improved sugarcane varieties. 

rural employment 

The drought prone areas, inhabited by 
some of the poorest segments of the rural 
population, are also receiving special allo¬ 
cation of the state. The bulk of this popula¬ 
tion is engaged in a perennial struggle for 
life. The objective of the programme is the 
creation of rural employment through 
construction of productive assets such as 
irrigation works, affomstation and road 
works. It cannot be denied that inade¬ 
quate planning of works led to construc¬ 
tion of many non-productive assets, but 
now the approach has been changed to in¬ 
tegrated area development in place of short¬ 
term wlief operations. Emphasis has been 
laid on identification of core sectors on 
the basis of the msources and local felt 
needs. 

A three-fold strategy for ‘drought pron- 
ing’ in Bundelkhand and in Baghelkhandis 
to be adopted. For the plain areas, exploi¬ 
tation of ground water will be undertaken 
to increase production during the dry 
season. For the plateau area, the pro¬ 
grammes for increasing the number of 
storage reservoirs and bunds along with 
afforestation, will be taken up. The sup¬ 
porting institutions will be strengthened 
and new ones explored to provide the 
necessary services. The aim largely is to 
activate the rural people to evolve an 
economy less dependent on the vagaries 
of rainfall. 
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POINT OF VIEW 

What a journalist should 

know 


Carl H. Madden 


“If my assignment is “the future of profits 
as a share in the system,” why is the 
speech entitled "what every journalist 
should know about profits” but probably 
doesn’t ? 

The simple answer involves a serious 
social problem. If the American people 
don’t understand about profits better 
than they do now, the share of profits in 
the system is very likely to keep shrink* 
ing, raising the serious question of the 
future of the US economic system and 
of the American people. 

What people think about profits, to 
judge from surveys, is so far from true to 
be puzzling. Everybody grossly overestim¬ 
ates business after-tax profits. Opinion 
Research Corporation surveys show 
people think that the average manufacturer 
makes 28 per cent after tax profits on 
sales. The actual average profit last year 
was 4.7 per cent. This gross over¬ 
estimate runs the gamut of society— 
professional and managerial people, blue 
collar workers. Democrats, Republicans, 
so-called thought leaders. 

'too much profit 1' 

Agrowing proportion of people—35 
per cent last year compared to 26 per 
cent in 1971—think this is too much 
profit. A bigger group think government 
should limit profits—40 per cent last year 
versus 33 per cent in 1971 and 25 per 
cent in 1962. A still larger group—43 
per cent last year—believed the most 
practical way for workers to increase 
their standard of living is by getting more 
of the money companies are already 
making rather than by all workers 
producing more. 

Whether business using recent past 
methods can effectively communicate with 
people is open to question, to judge from 
recent opinion trends. While in 1968, 59 
per cent of people polled by Louis Harris 
had confidence in business credibility, 
last year it was only 29 per cent and 
among the group age 18 to 21 it was only 
15 percent. So the conservative columnist 
James Jackson Kilpatrick observed, 
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’’business is still in solid with the 
infants”—and, one may add, they arc 
about all. 

Projecting by an economic forecast the 
share of profis in national income during 
the middle 70's in such a climate of 
opinion might yield only specious 
accuracy although on balance it would 
be easier and more comfortable merely 
to project numbers than to deal with 
these broader issues. 

unattractive return 

How many journalists, do you suppose, 
know that in a nation or 211 million 
people, having in 1972 about 132 million 
people over 20, there were 30 million 
stockholders ? How many know that 
shareowners are leaving the marketplace 
in droves—30 per cent of American 
families owned stock in 1970; only 21 per 
cent in 1973? How many journalists know 
why it is becoming so difficult to raise 
capital in the marketplace to finance 
business growth and expansion—only 99 
new issues of stock were sold in 1973, 
down from 568 in 1972 ? The answer, 
which does not square with public 
opinion about business profits, is that 
during recent years the return on invested 
capital has not been very attractive, as 
any stockholder can testify. 

But journalists kid themselves if they 
think profits should interest only 30 
million stockholders and the 2.5 million 
proprietorships, the 176,000 active 
partnerships, the 281,000 corporations, 
and the 2.8 million farmers in the 
country. Profits also should interest 
33.5 million workers in the non-farm 
labour force covered by major private 
retirement plans in 1972, out of a non¬ 
farm work force of 78.2 million in the 
country. Nearly $ 180 billion in assets 
were held by private pension funds in 
1973; the non-usured funds held by bank 
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about profits 

trust departments alone has S 80.4 
billion in common plus preferred 
stocks in their 1973 portfolios. 
Every journalist should know that a 
fourth of what businesses shell out for 
those they employ is over and above pay 
for time on the job. This list of benefits, 
paid for by the employer were once 
called “fringe” benefits, but the fringe 
has grown so long that the term is now 
misnomer. Finally, profits should 
interest the holders of 3f>5 million policies 
in force in the giant US life insurance in- , 
dustry, having among its $ 240 billion of 
assets in 1972 nearly $125 billion invested 
for policy holders in securities. Profits 
affect all these people and all these 
assets. 

Journalists ought to know, in other 
woids, that profits in fact have a huge 
role to play in the lives of a majority of 
people in this country. We all know 
that, in the words of Walter Cronkite, 
“the 99 cats that did not get lost are not 
newsworthy,” that news concerns the 
unusual. But isn’t it a little unusual 
that people can be so far off the mark 
about a matter that affects millions of 
individuals directly, more millions 
indirectly, and the future of the US 
economy and its people ? Isn’t the truth 
about profits about to qualify as news ? 

it should be news 

To people who think profits are 28 cents 
after taxes on the sales dollar it should 
be news that the average manufacturer 
makes less than 5 cents, and for all non- 
financial corporations, the figure is no 
more than half a nickel . Journalists ought 
to know, too, that profits related to sales 
allow current comparisons, but measured 
on stockholder’s equity in the corpora¬ 
tion’s assets—measure return on past 
investments. Here, the figure for manu¬ 
facturers averages 11 per cent, nowhere 
near 28, and it has been trending 
downward since World War II. Jour- „ 
nalists should understand the simple fact 
that investor*—people with money to buy 
stock or lend to business or to lend to 
banks or the government—compare what ! 
they can get as a return in buying stock 
or instead lending their money. If risky j 
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stock yields average 10-11 per cent, 
but lending yields almost as much with 
less risk, why buy stocks ? 

But what about the corporation 
losers ? How many journalists know that 
even among Fortune's list of 500 largest 
industrials, accounting in 1972 for 65 
per cent of the sales of all industrial 
corporations, the median (middle) return 
on sales was 4.1 per cent, on equity 10.3 
per ernt, but 22 firms suffered negative 
rates of return on equity and 21 in rate 
of return on sales ? Against these losers, 
two gained more than 15 percent on 
sales (compare that with the 28 per cent 
figure in the surveys !) 

Inflation exaggerates the size of pro¬ 
fits. The higher the rate of inflation, the 
greater the amount of exaggeration. 

Equally, if not more important, 
reported profits do not reflect the true 
economic cost of invested capital, 
particularly the part of the shareholder’s 
profits that are plowed back into business 
in the form of “undistributed” or 
“retained” earnings. 

(1) Journalists ought to look at 
studies of the shift in percentage shares of 
national income in inflation . That’s what 
this speech is supposed to be about. The 
conventional wisdom is that wages lag 
while profits swell. G. L. Bach and J. B. 
Stephenson, in The Review of Economics 
and Statisics , February 1974, find other¬ 
wise in a study of the facts. 

The facts show “the dramatic shift in 
national income to wages and salaries 
from business profits during the past two 
decades of inflation. Moreover, the shift 
was concentrated during the strong in¬ 
flationary sub-periods.” 

wages-salaries share 

Over the whole period from 1950 to 
1971, the wages-salarics share rose by 
6.6 per cent, but by a total of 7.9 per cent 
during the three strongly inflationary 
sub-periods : 1950-52, 1955-57, and 

1965-71. The wages-salaries share fell 
during the intervening stable or falling 
price periods: 1953-5$ and 1958-64, while 
the corpoate share rose. 

But, the journalist asks, what about 
depreciation allowances? Every journalist 
should know that these set-asides are 
intended to allow corporations to replace 
their structures and equipment when 
they become obsolete or need modernis¬ 
ing. Corporations have accelerated the 
rate at which they take depreciation 
charges in recent years. Using profits 
plus depreciation as a per cent of GNP 


instead of profits alone, the corporation 
share declines by 2 per cent rather than 
6 per cent. Even so, though, this is by no 
means the whole story, although we are 
talking here about 2 per cent of the total 
GNP from 1950 through 1971 (.02 x 
$ 12,740 billion or $ 255 billion). 

(2) Equally or more important, all 
companies lose during inflation because 
depreciation charges fail to cover replace¬ 
ment costs during inflation . Over the 
quarter century since World War II, as 
George Terborgh shows, of reported 
profits of about $ 700 billion, $ 130 
billion were “paper” profits reflecting 
the under-charging of depreciation 
because of failure to recognise inflation. 

Terborgh shows that in the post-war 
era to 1970 the average relative overstate¬ 
ment of after-tax profits was around 22 
per cent, the degree of overstatement 
varying widely over the period depending 
on the rate of inflation. Because of this 
history of overstatement, effective tax 
rales on adjusted corporate income have 
been substantially higher than on 
reported income, the excess for the 
post-war era to 1970 as a whole averaging 
6 percentage points. And adjusted 
corporate saving (retained earnings) was 
lower than that reported by roughly one- 
third. 


overstating profits 

Every journalist ought to understand 
how a failure to charge enough deprecia¬ 
tion leads to overstating profits in an 
inflation, it arises, quite simply, from 
charging on the corporation’s books as a 
set-aside or reserve only the historical 
costs of physical assets consumed by the 
firm in the process of production (fixed 
assets and inventory). 

When the buying power of the dollar 
is shrinking, charging these historical 
costs—that reflect earlier, and so lower, 
price levels—is not enough to pay fully 
for replacing the real assets used in 
production. Only when costs and revenues 
are meaured in the same dollars can the 
difference between them (profit) be 
correctly determined. Counting as profit 
the shortfall between historical depecia- 
tion allowances and currently higher 
replacement costs creates a large element 
of fictitious—“paper”—profits in the total 
profits figure. 

(3) But this point gets us back to 
investors—shareholders. In inflations , 
reported profits do not reflect the true 
economic cost of invested capital . The 
point applies particularly to shareholder 
profits that are ploughed back into 
business in the form of earnings the 
£■' 
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corporation keeps in the business and 
does not pay odt to shareholders—that 
is, “retained earnings,” as they are 
called, or sometimes also “undistributed 
profits.” 

In this country, investors have tradi¬ 
tionally bought stock hoping it would 
rise in value, even more than they buy 
stock to get dividend earnings from it. 
For one thing, a rise in the price of a 
stock, when realised by its sale, is taxed 
as capital gains rather than ordinary 
income. Shareholders have allowed 
management to “retain” more than one- 
half the after-tax earnings year after year 
(60 percent in 1973) in the hope that 
these reinvestments would increase the 
value of the companies and would be 
reflected in rising stock prices. 

low stock prices 

Do you suppose every journalist 
knows that despite all these reinvested 
earnings year after year, industrial stock 
prices are not as high now as they were ten 
years ago ? The record is even worse for 
shareholders if the dividends they receive 
are deflated for price rises. 

Everybody has benefited from these 
retained earnings except shareholders. In 
the past ten years, over $ 200 billion of 
shareholder earnings have been invested 
in American companies in the form of 
retained earnings. These huge sums 
were used to build plants, buy new and 
better equipment, expand markets, 
provide jobs, and pay taxes. 

However, as stock prices show, the 
companies on whom the future prosperity 
of the country now depends, are not 
earning enough profits, compared to the 
less risky return investors can get by 
lending to the government or to banks 
and others, to reward investors 
adequately for the risk of their capital 
and its use. And every journalist should 
know, but probably doesn’t, that this 
matter is not merely concerned with that 
favourite journalistic cliche, the Wall 
Street lottery. It is concerned with the 
future value (of the savings, directly or 
indirectly, of a very large majority of 
the American people. 

(4) Coming now to taxes, Inflation 
operates through the corporate income tax 
as a tax on the assets as well as the income 
of corporations. Corporations pay income 
taxes on reported profits. Last year, 
non-financial corporations reported 896.5 
billion in pre-tax profits and they paid 
8 46.6 billion in taxes on that income, 
for an average effective tax rate of 48.3 
per cent. George Terborgh baa recently 
adjusted these figures to conclude that 
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pre-tax profits were overstated by some 
$ 26 billion. He calculates, using Com¬ 
merce Department measures, that 
depreciation bastd on current rather than 
historical costs would have exceeded by 
$ 9.1 billion the estimated $68.3 billion 
actually charged off on corporate tax 
returns. Terborge also adjusts inventory 
charges (discussed below) to current 
costs and estimates tint the cost of sales 
was understated $ 17.3 billion. 

These adjustments for inflation place 
the profits figures for 1973 in a startling 
new fight. The adjusted after-tax net 
profits ($ 23.S billion) was less than half 
the reported jigure ($49.9 billionl. 
Indeed, adjusted earnings for 1973 
were less than two-thirds of the $ 36.1 
billion in adjusted profits for 1965. Using 
adjusted figures, last year industry paid 
out 95 pzr cent of real after-tax earnings 
in dividends In 1965, the pay-out rate 
was only 47 per cent. 

tax on assets 

Journalists need to understand that 
under the present tax code inflation¬ 
generated income in the form of inventory 
profits (discussed below) and understated 
depreciation charg:s is fully taxable. But 
in fact such income represents only a 
restatement of the value of the firm’s 
assets in deflated dollars. If the firm 
were allowed to keep such “profits”, it 
could maintain its real market value in 
the face of inflation. But it is allowed 
to keep (at a 48.6 per cent effective tax 
rate) only about half of this income. In 
other words, inflation operates through 
the corporate income tax as a taxon assets 
of businesses . Of course, if Congress 
passed a tax on business assets, jour¬ 
nalists would recognize the event as big 
news. 

(5) Now we come to the impact of 
inflation on inventories, stocks of goods 
that corporations must keep iii order to 
serve their customers, whether other 
businesses or consumers. I’m not sure 
every journalist ought to understand 
inventory valuation adjustment, but we 
can all be sure they probably don’t. 

Inflation creates inventory profits—that 
is, rises in the price of existing stocks on 
the shelves of business—that are mislead¬ 
ing, since the inventory has to be replaced 
by higher priced goods. These inventory 
profits must be excluded to gain a true 
picture of corpora' c profits. 

Inventories used up in producing and 
selling goods and services represent 
costs. These costs should be charged on 
a replacement basis to recover the value 


of the inventories consumed. If the 
firm does not recover enough dollars to 
replace its inventories fully, then it 
overstates its profits while in fact suffer¬ 
ing a loss of its real capital. 

How much in a period of rising infla¬ 
tion the firm may overstate profits and 
understate inventory costs depends on 
the accounting method it uses, whether 
FIFO or LIFO. FIFO means “first-in, 
first-out,” a method of charging off 
inventory costs by counting the items 
bought first (first-in) in the sequence 
of inventory charges (first-out”) at their 
historical cost. The FIFO method, in a 
rising inflation, typically undestates the 
cost of inventory consumption. 
Inventories are charged to the cost of 
sales in the order of their acquisition, so 
they are charged at prices prevailing at 
an earlier accounting period; that is, 
typically at less than current prices. 

On the other hand, LIFO (last-in, 
first-out) normally ends up approximat¬ 
ing current—that is, replacmeni—cost and 
so avoids overstating profits or creating 
capital losses. Other accounting methods 
are in use, but the salient fact is that 
FIFO accounting is in wide use in US 
business. As a result, in a period of 
rising prices such as the post World War 
II era, profits are typically overstated 
from under costing inventory consump¬ 
tion. 

valuation adjustment 

The conversion of inventory consump¬ 
tion charges from historical cost to their 
current cost equivalent is computed by 
the Department of Commerce as the 
“Inventory Valuation Adjustment.” In the 
calculation, allowance is made for 
inventory adjustment currently charged 
for income tax purposes by the LIFO 
method. Only the remaining charges are 
converted. Last year, the impact of 
rising inflation on inventories was nearly 
tripled ovel 1972. while the Consumer 
Price Index rose 8.8 per cent, the IVA 
rose from a 1972 level of $ 6.9 billion to 
$ 19.0 billion. 

Inflation in the first quarter of 1974 
kept rising. As against previous year’s 
8.8 per cent rise in the Consumer Price 
Index, from April 1973 to April 1974 the 
rise was 10.2 per cent, and in the last 
three months it was at an annual rate of 
12.1 per cent. Thus, reported corporate 
profits in the first quarter this year rose 
12 per cent, but the rise was due entirely 
to inventory profits. 

It is time to sum up the impact of 
inflation on profits. Every journalist 


should know about it, the same as most 
journalists already know at least some¬ 
thing about how inflation affects wage and 
salary income : 

1. Recent inflation has seen a sub¬ 
stantia! shift in the distribution 
of current income from businesses 
(profits) to wages and salaries. 

2. In the recent inflation the shift in 
income shares has been intensified 
by overstated profits resulting 
from understated depreciation 
charges. 

3. In the recent inflation failure of 
business to earn enough true 
profits to pay investors for putt¬ 
ing their money at risk helps 
explain why the stock market is 
down and investors are quitting the 
market. 

4. Inflation acts through the corpo¬ 
rate income tax as a tax on the 
assets as well as the. income of 
corporations. 

5. Inflation, especially at rising 
rates, creates large illusory in¬ 
ventory profits, most recently 
(first quarter 1974) absorbing the 
entire total of reported profits 
gains. 

By early this year, major business 
corporations found that investiblc funds 
generated internally were not rising 
nearly as fast as the rising cost of new 
plants and equipment (capital equipment, 
as distinguished from structures, accounts 
for five-sixths of corporate depreciation). 
They began to scramble for borrowed 
money at banks and in the public money 
and capital markets. Interest rates shot 
up; savings flows were diverted from 
mortgage lending; common stock prices 
dropped; now concern rises about the 
adequacy of corporate cash (liquidity); 
international mvkets have been affected. 

menace of inflation 

Every journalist really ought to 
understand at least this much about 
profits, the ordinary American and 
inflation. Inflation at recent rates is a 
menace, its gravity “can hardly be over¬ 
estimated”, as Federal Reserve chairman 
Arthur Burns stated recently, saying “If 
past experience is any guide, the future 
of our country is in jeopardy.” 

» 

It should be of interest to journalists as 
well as money managers that the continu¬ 
ing lack of recognition by the American 
public of the facts and the role of 
profits—not so much in business itself 
but in the lives and real interests of a 
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vast majority of Americans—is part of the 
threat. 

Part of the story journalists should be 
telling the American people concerns 
future growth, capital needs, and profits. 
Hie next upswing in growth is likely to 
begin in 1975 and carry the economy 
upward through 1977. Today, economists 
can devise econometric models to 
help them in forecasting. The^ are 
Systems of mathematical equations 
“stimulating” relationships in the 
economy. Using computers—and making 
certain crucial assumptions about future 
events—economists can '‘solve” the equa¬ 
tions to gain numerical estimates of 
future economic relationships year by year 
into the future. 

Our growth prospects to 1985 under 
conventional assumptions in such a 
mathematical model, will be less than the 
real growth rate of 4.7 per cent in the 
last five years, but they arc close to 4 
per cent—3.9 in fact. A slowing in labour 
force growth and the rate of family form¬ 
ation by 1980, from declining birth rates of 
the 1960’s, slows down the model by then 
to a real growth rate potential of 3.6 per 
cent. 

What kind of an economy is it to be, 
as seen conventionally ? Investment 
boom, rather than weak demand, is the 
hallmark of its potential. This flows out 
of 15 years of under-investment that has 
created a shortage of capacity, out of a 
national goal to develop domestic energy 
sources, and a national urgency to con¬ 
vert existing capacity to low energy and 
low pollution technologies while rebuild¬ 
ing America’s urban centres. This is 
a mammoth task, and it will take 
mammoth investments. 

two views 

Here are two ways to look at it, 
non-comparable but vivid. General 
Electric economists estimate that in the 
next twelve years, US capital investment 
needs will be nearly 8 4.5 trillion, for 
power plants, for producing and distri¬ 
buting fuels, for factories, transportation, 
farm equipment service industries, educa¬ 
tion and cultural activities, bigger business 
inventories and other needs. 

More in perspective, the conventional 
economic model foresees investment, 
given a 4i per cent unemployment 
target, rising from Us historical trend of 
10.5 per cent of GNP to nearly 12 per 
cent in 1980-85, providing an underlying 
strength to the economy. The logic of 
the model calls for moderate monetary 
growth, an end to the present outrageous 
inflation, and given these assumptions. 


calls for near balance in the Federal 
budget. 

Assuming the inflation at present 
rates can be licked, the big problem is 
financing the huge investment. The 
mbdel leaves no doubt that, barring 
policy errors of crisis proportion at home 
and barring crises abroad, economic 
advance will be strong and jobs adequate 
for a growing labour force. 

business investment 

Business investment in the model 
grows rapidly to 1980. Even if the present 
episode of inflation is controlled, the 
model projects higher inflation rates— 
4.2 per cent after today’s inflation is 
over—than in the 1960’s, even though 
productivity grows along its trend at 
2.6 per cent a yeai. 

Will profits be enough to induce and 
finance the investment expenditures 
needed to end the current shortage of 
capacity, develop domestic energy sources, 
convert capacity to low energy and low 
pollution technologies ? The conven¬ 
tional model is not that sanguine, though 
it also does not substantiate fears of a 
substantial decline in profit shares. 

As every journalist ought to know, the 
model starts with the overall trend 
downward, the slow downward drift, of 
the profits share in total output (GNP) 
since World War II. It reflects the 
chang; in Internal Revenue Service 
regulations on depreciation in 1954, 1962, 
and again in 1971 when it introduced the 
depreciation range series. The model 
thus reflects the liberalised rules, allowing 
funds to be shifted from profits into 
capital consumption allowances, in the 
national income accounts. 

The model shows that the profits share, 
profits being expressed through the 
Internal Revenue Service concept, will 
continue its downward trend, from the 
surge that saw the share reach 7 per cent 
in some years of the 1960’s, to 4.9 per 
cent by 1980, and 4.2 per cent by 1985. 
Gross cash flow, on the other hand, 
which peaked at 12 per cent of GNP in 
the mid-sixtes, stays near or slightly under 
10 per cent of GNP to 1985, exclusive 
of cyclical fluctuations. 

The forecast allays fears by making 
some important assumptions. It assumes 
labour will spread out over the time to catch 
up from its loss in real wages. Therefore, 
the model assumes that the rise in costs 
for business per unit of labour—that is, 
“unit labour costs”—will not be as great 
on this aocount as otherwise would be 
the case. If unions press wage demands 
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and try to rpcoqp rapidly, profits in the 
model will Jbehr^he burden in 1975-77. 

But the model cautions that the 
average growth of raw materials prices 
for industry will be above historical 
rates. This faster growth, of course, will 
create illusory inventory "profits” in 
coming years, though not so bad as in 
1973. The model also assumes that 
wholesale prices, especially for raw 
industrial commodities, will stabilise after 
their surge in* 1973 and early 1974. 

Another factor expected to be favour¬ 
able to profits is that the rate of use of 
industrial capacity in the conventional 
model will probably remain high for the 
next five years. The model forecasts that 
long term interest rates will also remain 
high, near 8 per cent, putting the cost of 
capital in real terms (that is, corrected 
for inflation) at near its historical level of 
4 per cent. 

A caul ionary note about forecasting 
by econometric models is in order. The 
crucial assumptions needed to “solve” 
the model are themselves flat forecasts 
of future policy decisions. But the heart 
of the matter of how the economy will 
behave is whether these policy decisions 
will be wisely made. About that ques¬ 
tion recent events do not necessarily ins¬ 
pire confidence, since it takes intelli¬ 
gence, broad public understanding, a 
sense of national unity, courage, imagi¬ 
nations, and integrity among leaders 
throughout society to make wise economic 
policy decisions effective. 

unanswered questions 

The material of this subject, the future 
of profits as a share of the system, is brist¬ 
ling with both unanswered questions and 
policy issues of great import to the 
American people. The occasion prevents 
debating them, but some deserve mention. 
First, government in all its branches 
needs to recognize the economics of 
profits, inflation, and future economic 
growth. The Chamber of Commerce of 
the United States fights hard to gain a 
hearing on these questions. Of 20 lead¬ 
ing industrial nations, only the US and 
the United Kingdom tax both short-term 
and long-term capital gains. Fifteen 
have no capital gains tax at all. The 
taxation of capital formation in the US 
is harsher and less realistic than in most 
competitor nations. The proportions of 
our GNP put back into capital invest¬ 
ment is also lower than any of the other 
top ten industrial nations. These matters 
are all well known, though vigorously 
debated, by economists. 

Why are the public and many govern- 
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meat officials ihdiflbeent to these matters? 
Indeed, in soms quarters it is even in 
vogue to question the desirability of 
economic growth, to suggest a policy of 
national retrenchment, and thus—pre¬ 
sumably--^ o avoid using new technology 
Constructively to convert our economy to 
lower energy and lower pollution proces¬ 
ses that count the total costs—including 
social and # environmental costs—more 
effectively in the price of goods and 
services demanded in the market. 

These are not the only policy issues. 
There is the issue of the social activist 
and profit. Opinion Research reports 
that social activists are not only highly 
critical of the US business system as a 
whole, they also wholeheartedly believe 
that corporations should become instru¬ 
ments of social change even if it means 
making less profit, which raises the ques¬ 
tion of incentives for business. There is 
the issue of profit sharing, a controversial 
subject, but proposed by people who 
believe that the securities mirkets can 
serve the small investor by generating 
demand for shares through giving more 
employees though their own corporation 
a piece of the action. There is the issue 
of inflation-adjusted accounting, much 
discussed in Britain. There is indexation, 
attractive on its face, but open to grave 
doubt. 

an anacdoie 

Let me end with an anecdote about 
television news. First, however, we 
should remember that American adults 
on average now spend a majority of their 
passive recreation time viewing TV. 
They spend only about 15 per cent or 
less of it reading magazine articles, and 
two per cent reading books. 

A business economist, Robert L. 
McLaughlin, recently wrote an article in 
Business Economics , the journal for 
business economists, called “Two Minu¬ 
tes in the Life of American Capitalism.” 
The two minutes was a report appearing 
on John Chancellor’s NBC Evening News 
by correspondent Jack Perkins, May 3 f 
1973. In his two minutes of prime time 
Perkins delivered a 290-word script con¬ 
taining 21 percentages. 

Although profits in the US, as a 
return on investment, were around 10 
to 11 per cent, the percentages that filled 
Perking report—one every six seconds— 
ranged from 18 per cent to 150 per cent, 
with a median of 38 per cent and a mean 
of 49 per cent. These figures related to 
percentage gains in current dollar profits, 
unadjusted for inflation, paper inventory 


“profits” or understated depreciation 
expense and only remotely related to 
rates of return on investment or sales, or 
as a percentage of GNP. I myself have 
seen on prime time TV this year top 
executives reporting profits at annual 
meetings in terms of percentage increases 
of dollars profits over last year, giving 
few numbers as low as 10 to 11 per cent 
for these increases though most were 
inventory “profits”. 

Perkins, as a “good” reporter should, 
got the most out of comparing the rise 
in gasoline prices with Wall Street 
Journal survey results on current dollar 
profits gain, first quarter 1973 over first 
quarter 1972. The gains, as McLaughlin 
acknowledges, looked good. The inferen¬ 
ce of the two minutes was clear. 

Two months later tha Opinion Re¬ 
search Corporation found in its national 
probability sample that the average citizen 
thinks after-tax profits of manufacturers 
arc 28 p;r cent on the sales dollar. 

Please do not misunderstand McLau¬ 
ghlin or me. Neither of us makes a 
simplistic case for some panacea, nor 
should you. But one cannot help 
observing that business itself long ago 
learned the power of TV in advertising, 


learned about probability sampling in 
marketing, learned about low unit cost— 
that is, efficiency—in marketing communi¬ 
cations. Why hasn’t business used this 
knowledge to get across to the public an 
accurate reporting of profits? 

One man suggests: (1) Rc-define whom 
you want to reach. Give realistic infor¬ 
mation to employees and the general 
public, as well as to investors. (2) Stop 
playing the percentage increase game in 
quarterly and annual reports. Deal with 
the whole pie, not just the wedge called 
profits. (3) Give as much time and energy 
and money to get better understanding of 
company profit as it takes to do the job. 
Keep doing it. 

1 suggest that, in your thinking about 
the management of funds, the share of 
profits in national income, it would be 
good to avoid being victimised by your 
sophistication. There are some things 
business could do to improve the climate 
for profits. One is to focus afresh on the 
question. Public opinion does not exist 
in a vacuum. At the same time, I believe 
every journalist should know enough 
about profits to see the real interest of 
the vast majority of Americans in intel¬ 
ligent understanding of the problems 
whatever its views. 
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In a communication addressed to the Commerce 
Department of the government of India, the Bengal 
National Chamber of Commerce have demandod 
that the practice of re-exportation of tea from the 
U.K. should be put an end to, if advantage is to be 
had from the prevailing conditions on the different 
markets. The ultimate destinations of the teas 
exported through the ministry of Food in England 
during the war years are not yet known on ac- 
ount of statistical black-out. The pre-war figures 
are available and worth a review. The total 
quantity of tea which had been re-exported from 
the U.K. during a normal pre-war year amounted 
to 66.09 million lbs. Of this the off-take of the 
U.S.S.R. was 8.55 million lbs. while Poland and 
Danzig accounted for 2.39 million lbs. Half of 
the total off-take of Germany of 8.02 million lbs. 
should also be clubbed under tbe U.S.S.R., since 
half the German area is under the control of the 
Soviet Union. Now that Russia is encouraging 
the cultivation of black tea within her own borders 


the off-take of the Russian group countries will 
fall short of the pre-war normal figure. Ireland 
and Channel Islands accounted for 20 million lbs., 
but this may undergo changes since the Irish Free 
State is inclined to have direct trade agreement 
with us. U.S.A. and Canada took 13.15 and 
4.07 million lbs. respectively, while the rest of 
the countries in Europe, South America, Africa 
and other British possessions accounted for the 
balance of 9.6 million lbs. Of the total re-exports 
from the U.K. India's share was as much as 35.80 
million lbs., those of Ceylon and Netherlands 
East Indies being 18.76 and 9.72 million lbs. 
respectively. The net amount of Indian tea 
retained in the U.K. amounted to 254.4 million 
lbs. Since in the years ahead the production and 
distribution of such countries as Netherlands East 
ladies, Formosa and Japan, a part of China are 
not amenable to estimates on account of lack of 
statistioal information, it is difficult to estimate 
our position in world tea trade. 
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Stimulating results of cooperation Or. V. L. Korneev 


Quits recently some important steps 
have been taken towards further develop¬ 
ment of Indo-Soviet trade and economic 
cooperation, the most important of them 
being the signing of the protocol at the 
third meeting of the inter-governmental 
commission on economic, scientific and 
technical cooperation. 

This commission which was established 
in 1972 proved to be an important body 
for solving the present as well as the 
fhture questions of Indo-Soviet economic 
cooperation. The implementation of the 
decisions taken at the previous two 
meetings of the Joint Commission played 
an important role in the strengthening 
of Indo-Soviet economic ties based 
on ideals stipulated in the documents 
signed by L.I. Brezhnev and Mrs Indira 
Gandhi during the former's visit to India 
in November, 1973. 

One of the important features was the 
timing for the third meeting of the com¬ 
mission—it was held just after the 25th 
Congress of the CPSU, which adopted 
the programme for the further develop¬ 
ment of Soviet economy during the next 
five-year period as well as for the deve¬ 
lopment of the USSR economic ties with 
foreign countries. 

India's friendly ties with the USSR 
were specifically mentioned. Stated Mr 
Brezhnev at this Congress: “Close poli¬ 
tical and economic cooperation with the 
Republic of India is our constant policy". 

sound foundations 

Sound foundations for the develop¬ 
ment of all forms of Indo-Soviet rela¬ 
tions were laid by the signing of a treaty 
of ‘Peace, Friendship and Cooperation" 
between the two countries nearly five 
years ago. 

The protocol of the third meeting of 
the commission noted with satisfaction 
that significant progress has been made 
in the development of Indo-Sov.et eco¬ 
nomic cooperation since Mr Brezhnev’s 
visit to India. The projects set up through 
Indo-Soviet cooperation have greatly 
improved their performance and through 
their efficient operations have contributed 
to the encouraging results of the public 
sector in Indian industry. 

The meeting had set itself the task of 
drawing up the lines on which further 
cooperation between the two countries 
could be developed both in traditional 
and new areas. 

Thub, in the case of the steel industry, 


both sides reviewed progress made in the 
expansion of the Bhilai steel plant to 
four million tonnes annual steel capacity, 
the implementation of the first stage (1.7 
million tonnes capacity) of Bokaro steel 
plant and its expansion to four million 
tonnes steel capacity. 

Matters related to the operation of 
machine building plants in Ranchi, 
Hardwar and Durgapur were discussed. 
The USSR agreed to give assistance to 
“BHEL" (Hardwar) for the production 
of large D C. electrical plants. 

further development 

Considerable attention was given to 
further development of cooperation in 
the oil industry which has assumed great 
importance for the Indian economy in 
recent years. While noting with 
satisfaction the successful completion of 
the joint exploration of leserves ofoil and 
natural gas in the virious sedimentary 
basins of India, both sides agreed to conti¬ 
nue joint efforts in the exploration and 
exploitation of oil and natural gas re- 
ves in India. In the field of oil refiring, 
the role of Mathura refinery which is 
being built with Soviet assistance was 
underlined. 

In coal mining, besides providing 
further cooperation in the development 
of coal deposits in the Singrauli and 
Rani^anj coalfields both sides have 
examined the question of training Indian 
specialists in hydromining in the USSR 
coal industry, keeping in vijw the possi¬ 
bility of further cooperation in this 
particular field in the fuutre. 

A new area for Indo-Soviet economic 
cooperation will be opened with the 
development of the Malanjkhand copper 
project. Soviet organizations have already 
prepared and submitted a detailed pro¬ 
ject report for Malanjkhand copper 
c >ncent ration. 

But. as was s’ated by Mr P.N. 
Hsksar, the m^s* important achievement 
of the i hird meeting of th? commission 
was in the identification of several areas 
of production. It was agreed that after 
the geological investigations were com¬ 
pleted, both sides would study the possi¬ 
bility and feasibility of setting up an 
alumina plant including the preparation 
of the feasibility report. This plant 
might have a capacity of about 500,000 
tonnes of alumina p.r annum based on 
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new high quality bauxite deposits re¬ 
cently discovered in the eastern coast of 
India. 

In the cas; of the textile industry, the 
possibility of setting up cooperation on 
long-term basis was discussed. It was 
noted that this cooperation could be 
developed by the supply of cotton from 
USSR to India over and above the 
quantities stipulated in the Trade 
Plan and counter purchases by the USSR 
from India of cotton textiles and yarn 
for the equivalent value. It was decided 
also to study the possibility of delivery 
from the USSR of machinery and equip¬ 
ment for the modernisation of certain 
textile mills in the public sector. 

One of the promising new areas of 
Indo-Soviet economic cooperation is 
electronics. The questions for the deve¬ 
lopment of our cooperation in this area 
which were discussed during the third 
meeting of the Commission included the 
Soviet proposal to render technical assis¬ 
tance for erecting a plant for the produc¬ 
tion of 5,000 ferrite matrices per annum 
to be exported to the USSR on a long¬ 
term basis as well as on the question 
of possible organisation in India of pro¬ 
duction of separate assemblies and parts 
of electronic equipment to be supplied 
to the USSR on compensation basis. 

exchange of views 

There was exchange of views on the 
possibility of cooperation in the field of 
agricultural production, namely, the 
rendering of USSR technical assistance 
for increasing the production of certain 
kinds of agricultural products such as 
natural rubber and castor oil with their 
delivery to the USSR on a long-term 
basis. Cooperation in third countries 
was also discussed. 

At present discussions on India’s 
contribution to the projects which are 
being set up with Soviet assistance in 
third countries are being completed. 
Negotiations in respect of additional 
similar proposals are under way. The 
questions pjrtaining to the possible 
participation of Indian organisations in 
civil erection works at some projects to 
be completed by Soviet organisations in 
third countries on turn-key basis were 
also discussed. It was agreed that the 
corresponding organisations of two 
countries would hold further talks on 
possible forging of such cooperation. 
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WINDOW ON THE WBMJ 

Economies east and west 

Jossltyn Hnntssy, London 


SINGAPORE 

Present Situation : A. significant fall in 
the rate of inflation, coupled wtih a 
recovery of business confidence, suggests 
that worst of the recession may by over. 

Outlook : The government is aiming 
fora 10 per cent increase in GDP this 
year. 

Gross National Product : £2,122.8 

million (1974) 

Population : 2.25 million (mid-1975 
estimate) 

Governnent : People's Action Party. 
Prime Minister : Lee Kuan Yew 

Exchange Rate : S$4.83-(£1=US$ 

1.943) 

Reserves : USS 2923.9 million (Septem¬ 
ber, 1975) 

Despite the vulnerability of Singapore’s 
open-economy to the world—wide reces¬ 
sion, a growth rate of around four per 
cent is estimated for 1975. In the first two 
quartc s of last year the economy was 
almost stagnant, registering only a 0.2 
percent rise, but business expectations 
then recovered and economic growth in 
the third quarter was as high 14 per cent 
above the previous two quarters, 
strengthening the view that the worst of 
the recession is over. Consumer prices, 
rising at an annual rate of 34 per cent 
in March. 1974, showed no upward 
movement in the twelve months to the 
end of October, 1975. Singapore’s 
immediate problems, however, appear to 
be over-capacity in the petroleum refining, 
oil-rig building, ship-building and ship¬ 
repairing industries, which have absorbed 
substantial investment funds. 

For its size and population, Singapore's 
political influence, particularly in the 
ASEAN (Association of South East 
Asian Nations), is considerable. The 
current discussions within the ASEAN 
group to promote close economic co¬ 
operation (including tariff reductions) 
should enable Singapore substantially to 
expand its role as a regional manufactur¬ 
ing, services and financial centre. 

Tn the twelve months to the end of June 


1975, the industrial production index 
fell about 11 per cent. This was due to 
a number of factors, including the world¬ 
wide recession and the loss of the Vietnam 
outlet, which seriously affected the petro¬ 
leum refining industry. However, a more 
substantial decline might have occurred 
but for the better performances of 
industries such as non-electrical machi¬ 
nery, manufacture of transport equipment, 
oil-rig construction and the production 
of fabricated metal products. 

remarkable recovery 

The third quarter experienced a remark¬ 
able recovery with even the worst hit in 
the recession—affected industries such 
as textiles, wood products and electronics 
—recording impressive gains. Provisional 
figures show a 16 per cent expansion in 
output in the September quarter com¬ 
pared with the second quarter of 1975; 
whilst such a high rate of growth is 
unlikely to be sustained, a gradual reco¬ 
very in industrial production is expected 
in 1976. Nevertheless, the outlook for 
some of the key growth industries of 
recent years remains unfavourable; the 
petroleum refining industry, the third 
biggest in the world witha capacity of one 
million barrels a day, is working at half its 
capacity mainly because of the decline in 
world demand for oil ahd the loss of the 
Vietnam market. Since the major oil- 
producing countries are increasingly 
refining their own oil, Singapore’s refi¬ 
neries (which import all their input from 
the Middl? East) are bound to face an 
uncertain future. 

Ship building and ship-repairing toge¬ 
ther with oil-rig construction were mainly 
responsible in minimising the severity, 
caused by a back-log of orders, of the 
industrial recession last year. However, the 
current depression in world shipping and 
tanker markets, expected to prevail for 
some time, has already led to retrench¬ 
ments and a reduction in man-hours. 
Although the oil-rig building industry (at 
the end of 1974 Singapore emerged as the 
second biggest builder of mobile rigs in 
the world) has sufficient orders to last 
until 1977, recent months have seen 
increasing competition from Japan and 
a surplus in world stocks. The problem 


has also been exacerbated by regional 
factors : rising nationalistic sentiments 
in Thailand, the suspension of exploratory 
activities in South Vietnam, the uncertai¬ 
nties resulting front the attempts by 
Petronas in Malaysia to control foreign 
oil companies and the financial difficulties 
of Indonesia’s Pertamina have all induced 
caution among rig contractors. 

Singapore owes its emergence as a regi¬ 
onal manufacturing centre with a wide 
industrial base to its initiative and ability 
in making the best of the economy’s heavy 
dependence on foreign investment and 
imported technology. Foreign investment 
attracted in 1974 totalled nearly S$900 
million, but last year this is estimated to 
have fallen to St 330 million. To counter 
the decline the government has increased 
the tax holiday period for pioneer 
industries from five to ten years (effective 
from last September) and abolished the 
requirement that companies seeking to 
qualify for pioneer status must incur an 
initial fixed capital sum of at least one 
million Singapore dollars. 

money market 

The financial sector has continued to 
develop; currently there are 66 com¬ 
mercial banks of which 33 have ftill 
licences, 12 have restricted licences and 
21 have offshore licences. In addition 
there are six international money brokers 
and four discount houses. 

The Asian dollar market has grown in 
regional importance. Over 80 per cent of 
the total funds of US $12,000 million arc 
used to service the region. 

There are plans to establish a gold 
futures market, which, together with the 
existing export market, should enable 
Singapore to extend its importance as a 
regional financial centre. 

Since an easing of the monetary res¬ 
traints in July last, money and credit have 
continued cheaper and easier to obtain. 
The reduction in the minimum cash re¬ 
serve ratio from seven per cent to six per 
cent in July (which increased the liquidity 
of the commercial banks by S $83 million) 
was accompanied by measures enabling 
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banks to quote competitive interest rates 
for loans and deposits. Also, in hopes 
of promoting exports, the rediscount rate 
for export and pre-export bills was re¬ 
duced from six per cent to four per cent. 

Singapore’s trade deficit last year is 
estimated to have marginally exceeded the 
1974 deficit of S $4,986 million. How¬ 
ever, the balance of payments, aided by 
earnings from shipping services and tou¬ 
rism, is expected to have registered a sur¬ 
plus. (Preliminary figures indicate a sur¬ 
plus of S $206 million in the first nine 
months of 1975). Total foreign reserves 
rose by US $313.4 million to US$ 
2,923.9 million in the twelve months to 
the end of September 1975. 


Value of Trade : Singapore 

(in million Singapore dollars) 



Exports 

Imports 

Balanc 

1970 

5,756 

7,068 

2,312 

1974 

14,157 

19,143 

4,986 

1973-74 (Oct- 
Sept) 

13.493 

17,909 

4,416 

1974-75 (Oct- 
Sept) 

12,463 

18,032 

5,569 


The government expects that the econo¬ 
my will grow by 10 per cent this year and 
thereafter 13 per cent for every year up 
to 1980. 

The expected recovery of the major in¬ 
dustrialised nations certainly supports the 
government’s optimism. However, much 
will also depend on the amount and qua¬ 
lity of foreign investment. 

The growth of economic nationalism in 
Thailand and Malaysia’s plan to increase 
bumiputra (Malay) participation in the 
economy may help Singapore to emerge 
as the most attractive country for foreign 
investors in South Asia. 

II 

Oman 

Present Situation: Development con¬ 
tinues under a new five-year plan. 

Outlook : The increase in oil produc¬ 
tion should make more funds available 
for Oman’s rising expenditure. 

Population: 750,000 (estimate mid- 
1973). 

Head of State and Prime Minister: H.M. 
Sultan Qaboos bin Said. 

Exchange Rate: 0.704 Omani Riyals=» 
£1 (£l~US $ 2.028) 

Oman is the second largest state in the 
Arabian Peninsula. On replacing his 


father in 1970, the present Sultan launch¬ 
ed out to develop both the social and 
economic infrastructure and to diversify 
the economy away from Us dependence 
on oil by expanding the agriculture, fish¬ 
ing and minerals sectors. 

The philosophy of maximum growth, 
which in 1974 led to an estimated gross 
per capita growth rate of about 260 per 
cent, has, however, created economic and 
social problems. Cash-flow difficulties in 
1974 were believed to be due to the in¬ 
creasing cost of the war in the Dhofar, 
on top of massive development expen¬ 
diture. This led to a tighter control in 
1975, when a halt was called to all new 
large projects for three years, owing to 
the number already in progress. Infla¬ 
tion, caused by the rising prices of imports 
of capital equipment from industrial 
countries, increased public expenditure 
and soaring public and private consump¬ 
tion, has also jolted the economy. 

A major problem is the lack of man¬ 
power; people holding 'key’ positions 
tend to be members of the non-Arabic 
speaking imported work-force of 50,000. 

main revenue 

Oil production, essential to Oman’s 
development, provided over 97 per cent 
of the government’s revenue in its 1975 
budget. Production (which began in 1967) 
peaked in 1970, but then fell and remain¬ 
ed static until 1975 owing to technical 
difficulties at the four fields, where secon¬ 
dary recovery methods of gas and 
water re-injection were introduced 
to maintain production. Oil reve¬ 
nues, however, rose from $177 million in 
1973 to $850 million in 1974, enabling 
the government to step up tax and royalty 
payments. With the opening of three 
new oil fields around Ghaba, production 
increased in December, 1975, to 385,900 
barrels per day, a rise of 36.6 per cent 
compared to December, 1974. It is ex¬ 
pected that production will increase far¬ 
ther in 1976, possibly to over 400,000 bar¬ 
rels per day, with the opening of fields in 
Saih Rawl, in which the government also 
has a 60 per cent share. Oman's oil fields 
share a common pipeline to the port of 
Mina ai-Fahal. Oman’s oil reserves are 
estimated to be 5,900 million barrels. 
Heavy oil has been foqnd in Dhofar, and 
there is some offshore exploration also. 

Other mineral deposits have been found 
in north. Copper, in the area between 
Sohar and Buraimi is the most impor¬ 
tant mineral discovered so far and pro¬ 
jected production for the end of 1978 is 
3,000 tons of ore per day. Lead, zinc, 
chrome, chromite* silver and gold have 
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also been diseoyered, as have asbestos, 
phosphate and manganese. 

The agricultural sector provides em¬ 
ployment for 70 per cent of the working 
population, although most of the produc¬ 
tion is at subsistence level. ; 

The main objective of the government 
is to increase production, but irrigation 
remains a problem. Water resource sur¬ 
veys have been carried out, and experi¬ 
mental farms set up to advise improved 
methods of cultivation and give subsidies 
for fertilisers and high yield crops. The 
principal crops are lucerne, dates, limes, 
coconuts, tobacco, wheat (especially 
around Nazwa) and soft fruits. Squashes 
are also produced. By increasing home 
production, it is hoped to reduce imports 
of food, particularly eggs, purchases of 
which total over one million a month, and 
to increase production of the traditional 
export crops, limes and dates. The estima¬ 
ted value of agricultural production in 
197S was OR 31 million, of which OR 18 
million was accounted for by fruit, OR 
6.6 million by crops and the remainder 
by vegetables. To improve the quality 
of livestock, local sheep, cattle ana goats 
have been cross-bred with foreign stock 
—for example Kenyan cattle, in Dhofar, 
dairying is now being introduced to com¬ 
plement the already important activities 
of cattle fattening and the production of 
vegetables and coconuts. However, deve¬ 
lopment is hampered by the labour short¬ 
age and distance from the major markets. 

cooperative farming 

There is a movement towards coopera¬ 
tive farming since the average holding is 
four acres; cooperatives provide tractors 
and seed at 25 per cent of their actual 
price, and fertilisers at half their whole¬ 
sale price. In 1976 the existing coopera¬ 
tives will buy their members’ produce. 

The fishing industry currently employs 
10 per cent of the population but there 
is considerable potential for expansion 
with nearby shoals of horse mackerel, 
bream, barracuda and groupers. At pre¬ 
sent catches include sardines, tuna, 
shrimps and lobster. 

A report in June, 1975, recommended 
construction of a large ice plant freezer 
and cold storage at Matrah, and of smal¬ 
ler ice and cola storage plants in several 
areas where there are large quantities of 
fi9hbut only a limited market; boats fitted 
with refrigerated units could transport 
the catch to larger markets. Seaweed as 
animal feed and fertiliser was also re¬ 
commended. 

The 1975 five year development plan 
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to Oman tos been expanded to include 
Dhofar and will concentrate on Dhofar 
this year. The main aim in Dhofar is to 
develop the infrastructure by building 
roads, five schools and three health cen¬ 
tres, A flying doctor system is to cover 
23 centres. Twenty million dollars are to 
be spent on well digging projects. 

French and American natural gas ex* 
ploitation plans costing 3500 million an¬ 
nounced in September, 1974, included a 
gas pipeline to feed a major desalination 
plant, an electricity generating station 
and a gas liquefaction plant. In Decem¬ 
ber, 1974, a contract was signed by a 
British firm to construct 19 diesel gower 
generating stations for £22 million. Plans 
exist to extend the Muscat and Matah 
power stations in northern Oman with 
capacities varying between 1000 kVa and 
1500 kVa. 

Besides desalination and power plants, 
there are factories based on oil or natural 
gas, and several plants producing bottled 
soft drink. A flour mill and a sugar 
plant are also envisaged. 

Government hackee institutions exist to 
develop the infrastructure; for example, 
the Oman National Company for hous¬ 
ing, in which it has a 37.5 per cent stake, 
provides loans to build and to repair 
houses, and is involved in new town 
developments of Greater Matrah and in 
Ruwi valley. 

Foreign investment is attracted to Oman 
by a five year “tax holiday”. The same 
was extended to local firms involved pri¬ 
marily in industry, agriculture or fishing 
with a capital otOR 100,000, or in oil 
prospecting; the holiday may be extend¬ 
ed for a further five years. 

increase in reserves 

The Oman Currency Board, set up in 
1972, acts as a central bank of issue. In 
1974, there were ten commercial banks, 
and more have since entered the country. 
International reserves have increased with 
the growth of oil exploitation from % 129 
million in 1970 to $ 225 million in 1974. 

Total government revenues estimated 
at OR 398.1 million with a deficit of OR 
123.8 million in the 1975 budget, includ¬ 
ing the costs of debt servicing; this was 
covered by loans an'd aid. Almost 50 
percent of expenditure in the 1975 bud¬ 
get was on defence. About 72 per cent 
of the ^remainder was for development 
projects. 

Oman's infrastructure has undergone 
rapid development. For example, in 
1970 there were 10 km of asphalt roads 


but by 197S there were 500 km. Airports 
are being improved. Seeb international 
airport was extended in 1975 and at 
Salah the airstrip formerly used by mili¬ 
tary aircraft has been converted. A na¬ 
tional telephone network was inaugurat¬ 
ed in November 1975 (previously the net¬ 
work had been confined to Muscat and 
Matrah); and international satellite links 
have been available since March, 1975. 

The principal port developments in re¬ 
cent years have been at Mina al-Fahal 
(an oil terminal), Mina Qaboos (at 
Matrah) and Raysut (near Salalah). The 
old port of Sur is being redeveloped. Mina 
Qaboos, completed in 1974 at a cost of 
I 48 million, is a deep water port, with 
berths for ten ocean-going vessels, which 
provides modern cargo handling and 
shorage facilities on a 42 acre site; the 
port’s capacity is 1.5 million tons of car¬ 
go a year. Raysut and Sur both cater for 
smaller vessels and fishing boats. 

In 1974, the leading suppliers to Oman 
(discounting entrepot trade from the UA£ 
and excluding most military goods) were 
the United Kindom, Japan, Holland, 
United States and West Germany, but, 
alas, not India. Major imports consist of 
food, beverages, cars, machinery, textiles 
and electrical apparatus, in a total import 
bill of some OR 136 million. Entrepot 
trade forms a substantial portion of trade 
with other Gulf States. 

Ill 

FRANCE 

Present Situation: Recovery in indus¬ 
trial production, although a decfiit has 
been recorded on foreign trade since Sep¬ 
tember. The Franc has come under pres¬ 
sure on foreign markets and withdrawn 
from the European ‘snake’. 

Outlook: Continued revival in acti¬ 
vity, but no marked improvement in em¬ 
ployment. A persistent trade deficit and 
renewed inflation could induce new gov¬ 
ernment measures. 

» 

Population: 52.7 million (February, 
1975). 

Gross National Product: 1,324.8 
thousand million francs (at 1974 market 
prices) 

Government: A coalition of the 
Union des Democrates pour la Republi- 
que, the Republicans, Independants and 
centre parties. President: M. Valery 
Gisoard d’Estaing. Prime Minister: M. 
Jacques Chirac. Finance Minister: M. 
Jean-Pierre Fourcade. 

Exchange Rate: £=FF 8.97. 

Reserves: U S $ 12,593 million (Decem¬ 
ber, 1975, estimate). 

The economic recession in 1975 saw a 


10 per cent fall in industrial production 
and a strong rise in unemployment, coup¬ 
led with a return to a surplus on foreign 
trade and a fall in the rate of inflation. 

Household consumption having risen 
over-all by around 2.5 per cent in real 
terms during the year (a phenomenon 
partly attributable to September measu¬ 
res to boost consumption, the fall in 
domestic demand was thus largely con¬ 
centrated on industry. Investment fell by 
4.5 per cent in real terms and stock levels 
—declined substantially. Overall Fran¬ 
ces Gross Domestic Product fell in real 
terms by about 2,5 per cent, against a 
rise of 3.2 percent in 1974. 

signs of upswing 

The first signs of an upswing appear¬ 
ed in the fourth quarter of 1975, follow¬ 
ing the governments* refiationary package. 

Household expenditure increased by 
seven per cent compared with the last 
quarter of 1974 and this in turn stimulated 
a revival in consumer goods. Orders for 
equipment goods by industry were esti¬ 
mated to have been in 1975 some 10 per 
cent above planned levels to take advan¬ 
tage of government tax relief. The index 
of industrial production rose 3.6 per cent 
in December (seasonally adjusted) over 
November’s level, and by the end of 
February, 1976, the recovery in industry 
was well under way in most sectors. 
However, this appeared to have been al¬ 
most entirely due to the upswing in 
domestic demand, with no marked impro¬ 
vement in export orders. 

Depressed industrial production throu¬ 
ghout most of 1975 produced a steady 
rise in unemployment; there has been no 
improvement as yet in 1976. Register¬ 
ed unemployed reached a peak level for 
1975 of 925,600 (seasonally adjusted) in 
November, or just over five per cent of the 
labour force, and, despite the emerging 
recovery in industrial activity, the number 
reached 928,200 in January, 1976, a 33 per 
cent increase over 1974. 

Some success was achieved in contain¬ 
ing inflation in 1975. 

The retail price index rose by 9.6 per 
cent in the year, compared with a rise of 
15.2 per cent in 1974, and the monthly 
rate of increase had been reduced to 0.8 
per cent during the first ten months. 

These statistics however, mask dispari¬ 
ties between prices of different categories 
of goods. The best results were achiev¬ 
ed in containing increases in prices of 
manufactured goods, which rose by only 
7.8 per cent in the year to December, 
1975 (as against 18.6 per cent in 1974), 
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reflecting the effect of the recession on 
industry, whereas the price of food rose 
by 10.7 per cent (against 12.1 per cent in 
1974) and prices of services by 1 i .4 per 
cent (13.4 per cent in 1974). A new up 
surge in prices was feared at the beginn¬ 
ing of 1976, when the retail price index 
rose by a further l.l per cent; services 
showed a large 1.9 per cent increase be¬ 
cause of higher energy, rent and public 
transport charges. The government is 
considering new measures to control pii- 
ccs of services, which is hardly likely to 
improve their quality or to attract new 
investment into them. 

A remarkable feature of the crisis in 
1975 was that the average purchasing 
power of’households did not fall. Hourly 
wage rates rose on average by 14.7 per 
cent over the year (consumer prices rose by 
9.6 per cent). The rate of increase slowed 
towards the end of the year, but taking 
into account the fall in employment and 
th? number of hours worked, the rise in 
average purchasing power was probably 
limited to around 1.5 per cent. France's 
minimum wage rate, indexed on the cost 
of living, was raised to I F 7.89 an hour 
on January 1, 1976, or some FF 1,373 
a month (about £150) on the basis of a 
40 hour week, a 17 per cent rise on 1974. 

The government has refrained from 
further major measures of economic 
policy since the September, 1975, refla¬ 
tionary package, as its aim to stimulate 
activity seems to have been achieved. 

The package involved the injection of 
5.000 million francs to aid consumption 
through the social payments and relaxa-' 
tion of hire purchase terms, additional 
expenditure of some 13,000 million 
francs in the public sector on major 
projects, and to aid to industry through 
additional tax relief. However, in an 
effort to ensure that industrial recovery 
is accompanied by the creation of new 
jobs, the government has recently approv¬ 
ed measures authorising companies to 
defer half of this year’s tax payments to 
the end of the year. 

plan targets 

The authorities have outlined their 
targeis for the seventh five-year plan 
for the economy for 1976-80. The prin¬ 
cipal aim will be to maintain full employ¬ 
ment and to this end a high average rate 
of growth of between five per cent and 
six per cent a year will have to be kept 
lip. This, however, will put considerable 
strain on prices and on the balance of 
payments, so that stricter controls, on 
prices and income> in particular, will be 
necessary. The target appear optimistic, 
as they very much depend on the evolu¬ 


tion of world trade and those of the 
equally ambitious sixth (1971-75) plan 
were not reached, mainly because of the 
recession in 1974-75. 

The average growth rate of 3.6 per 
cent in Gross National Product was 
recorded during 1971-75, against the pro¬ 
jected 5.9 per cent, and the number of 
newly created jobs was about a quarter 
of the target figure. However the total 
rate of investment and the development 
of foreign trade between 1971-75 were 
in line with targets. 

Although a balanced budget for 1976 
was planned, the government says that 
a deficit of between 4,000 and 5,000 
million francs (following the deficit of 
32,000 million francs in 1975) now seems 
likely. Limits on the growth of credit, 
an important part of the measures to 
fight inflation, will continue in 1976, 
but several categories of credit are now 
exempt. The government professes to 
believe that these controls will not res¬ 
trict the banking system as a whole 
owing to recent slack in demand for 
credit. The growth of credit reached 
14.3 per cent in 1975 (against 16.9 per 
cent in 1974 and 18.2 per cent in 1973), 
but monetary creation in the second 
half of 1975 to finance reflationary pro¬ 
grammes brought the total money supply 
increase to about 16 per cent. 

considerable improvement 

Figures for 1975 snow considerable 
improvement in the foreign trade balance 
over 1974. The year ended with a 
surplus on visible trade of some 5.7 
million francs against a deficit of 16 
million francs in 1974. This was 
achieved mainly by a cut back in imports 
(which fell by 24 per cent in value), as a 
consequence of depressed domestic de¬ 
mand. In particular imports of oil 
products were cut by 17 per cent (in 
volume), and France’s bill for imported 
oil at 41 thousand million francs was 
some 10 thousand million francs below 
the limit set by the government. The 
total value of exports, on the other hand, 
rose marginally by two per cent compared 
with 1974, due mainly to an increase in 
sales of equipment goods. However, the 
situation deteriorated in the last three 
months of 1975, as imports rose with the 
industrial recovery. This was confirmed 
by the January, 1976, trade figures which 
showed deficit (seasonally adjusted) of 920 
million francs. 

Visible trade was mainly responsible 
for a surplus of some 1,600 million 
francs recorded on current account in 
the first nine months of 1975 (compared 
with a deficit of 26,100 million francs in 
the same period of 1974). The trade 


deficit in the v test quarter reduced the 
the current surplus to only 100 million 
francs for 1975, but a large net inflow 
on capital account brought the basic 
balance up to a surplus of 23,400 million 
francs. Total official gold and currency 
reserves thus rose during 1975 to an 
estimated US $ 12,593 million, according 
to figures issued by the International 
Monetary Fund, as against US S 8, 852 
million at the end of 1974. 

positive results 

The positive results achieved in the 
spheres of inflation and foreign trade 
explain why the French franc remained 
one of the strongest European currencies 
in 1975. In the first three months of 
1976, however, the Franc came under 
strong pressure on foreign exchange 
markets. The Banquc dc France inter¬ 
vened to support the franc following 
speculative movements triggered off by 
the closure of foreign exchange markets 
in Italy in January, and again under¬ 
pinned the rate in mid-February and the 
first two weeks of March. 

This pressure reflected foreign concern 
over France’s growing trade deficit and 
feelings that the franc had become 
overvalued, in particular against the 
German mark. In consequence the 
French authorities felt compelled in mid- 
March to withdraw the franc from the 
European ‘snake’ and allow it to float. 

French industrialists appear relatively 
optimistic about the short term prospects. 
Increases in production are expected in 
most sectors. The government hopes for 
a growth rate of four per cent to 4.5 per 
cent in 1976, but other forecasts arc more 
cautious. The OECD estimates three per 
cent and point, out that even the govern¬ 
ment forecast would not be sufficient 
to produce a marked fall in unemployment. 
The government’s ability to maintain 
reflation will be restricted by the need 
to contain new inflationary pressures 
and by the return of a deficit on foreign 
trade. The revival in imports has made 
it all the more imperative for further 
efforts to boost exports, and this may be 
difficult without a sustained upswing in 
world trade and in the light of some lack 
of competitiveness on the part of French 
industry. 

Sources and acknowledgements: The 
foregoing summarises three newly pub¬ 
lished Country Reports kindly sent me, 
with permission to reproduce on your 
behalf, by Barclays Bank Intelligence 
Unit (54 Lombard St., London EC3P: 
3 AH), but the Unit is responsible neither 
for the wording of my summaries nor 
for my interspersed comments. 
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WINDOW ON THE WORLD 


International monetary 

Edwin H. Yeo developments 


Fundamental changes in international 
monetary arrangements have taken place 
in recent years, and it is important that 
these changes be fully understood. The 
world has now gotten away from the 
crises which marked the later years of the 
Bretton Woods monetary system. 

The consensus achieved at the Ram- 
bouillet summit in November of last 
year paved the way for comprehensive 
agreement on a reformed international 
monetary system. That agreement was 
solidified in Jamaica by the interim com- 
mittee of the International Monetary 
Fund. The agreement involves general 
revision of international monetary 
arrangements established at the 1944 
Bretton Woods conference, while pre¬ 
serving the basic aims of promoting 
international monetary cooperation and 
facilitating the exchange of goods, ser¬ 
vices and capital. Important opera¬ 
tional aspects of the system have been 
changed to promote a smoothly func¬ 
tioning monetary structure, without the 
shocks and disequilibria which arose with 
increasing frequency in the 1960’s and 
early I970\s and ultimately led to the 
collapse of the Bretton Woods system. 

the main element 

The main element of the Jamaica 
agreement concerned the exchange rate 
regime. Under the original IMF articles’ 
each nation undertook to maintain a 
'‘par value’' for its currency, expressed 
in terms of gold, and agreed to convert 
foreign official holdings of its currency 
into gold at the request of the holder. 

As the system developed in practice, 
most countries maintained par values of 
their currencies by governmental inter¬ 
vention in the exchange market to main¬ 
tain exchange rates for their currencies 
vis-a-vis the US dollar, and the US 
met its par value obligation by under¬ 
taking freely to buy and sell gold at the 
“official price” of gold, the dollar’s par 
value. The UniteJ States was, in 
effect* at the centre of the system, 
with an obligation to convert other 
countries, holdings of dollars into gold 
at a specified price, originally US 35 
dollars per fine ounce. Thus interna¬ 
tional monetary relations were conducted 

BACTBRN ECONOMIST 


Mr Edwin H. Yeo is Under 
i Secretary for Monetary Affairs, 
' US Department of the Treasury. 


within the constraints of a par value 
system with gold convertibility. 

The system of par values did not bring 
the adjustments required in the light of 
major changes in the structure of the 
world economy. The post-war recovery 
and rapid growth of Europe and Japan 
brought dramatic changes in competitive 
relationships among the large industrial 
countries. 

But exchange rates did not change to 
reflect underlying competitive realities, 
and large and persistent payments im¬ 
balances accumulated. Moreover, the 
system did not envisage the rapid growth 
in international capital transactions that 
occurred, transactions that eventually 
took on a large speculative element as it 
became more and more evident that 
exchange rates must ultimately change 
as a result of fundamental changes in 
international competitive relationships. 

For the United States, in particular, 
there were major consequences. The fact 
that most other countries maintained 
the value of their currencies through 
market intervention in dollars meant 
that the dollar exchange rate was, in 
effect, determined by the exchange rate 
decisions pf others. Exchange rate 
action was not in practice available to 
the US to correct imbalances in its 
external accounts, because any change 
the US might initiate could be nullified 
by the actions of other countries if they 
considered a different rate of exchange 
more appropriate or more advantageous 
to their domestic or international 
economic situation. 

As the world economy developed in 
the 1960’s, the US dollar became in¬ 
creasingly overvalued. The result was 
that the US had to borrow short-term 
funds to cover the overall deficit in its 
balance of payments. 

The system ultimately collapsed under 


the weight of accumulated payments 
imbalances and its own rigidities. Dis¬ 
cussions of a reformed system were begun 
shortly after the US actions of August, 
1971. The agreements reached by the 
interim committee at Jamaica in 
January, 1976 represent the culmination 
of nearly five years of negotiations on 
such reforms. 

In sharp contrast to the par value 
exchange rate provisions of the IMF 
articles—which sought stability by requir¬ 
ing adherence to fixed exchange rates— 
the agreed amendments to the exchange 
provisions of the IMF articles of agree¬ 
ment focus on achieving the underlying 
economic stability, that is the pre-requisite 
to stability. 

avoiding manipulation 

In other words, the new provisions 
recognize that the relationships between 
currencies must reflect the evolution of 
domestic economies; and that the 
economic stability sought by the authors 
of the Bretton Woods par value provi¬ 
sions cannot be achieved through action 
to fix or manage exchange rates in conflict 
with underlying conditions. If each 
country maintains sustainable non-infla¬ 
tion ary rates of economic growth, theh 
exchange relations will also be relatively 
stable. The focus must be on achieving 
sound non-inflationary growth. The 
proposed new exchange rate provisions 
will provide wide latitude for individual 
countries to adopt specific exchange 
arrangemnts of their own choosing, so 
long as they fulfil their general obliga¬ 
tions to maintain internationally appro¬ 
priate economic policies. A critical 
element of this system is that countries 
must avoid manipulation of their 
exchange rate. 

Some observers have begun to ques¬ 
tion whether these proposed new 
monetary arrangements represent an 
improvement over the Bretton Woods 
system. 

They point to the disturbances in 
some European exchange markets as 
evidence that the new system is not 
working. Where, they ask, is the spirit of 
Rambouillet and Jamaica? 

In response to this line of questioning, 
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it must first be said that it is very “early" 
to be making any judgments about the 
new system. It is not merely that the new 
system was agreed only a few months 
ago, or that it has not yet even been 
ratified by parliaments. It is rather that 
governments are only beginning to apply 
it. Countries often still adhere, to a 
greater or lesser degree, to the practices 
of the past. 

The process of intensified consul¬ 
tation and cooperation among coun¬ 
tries, which is one hallmark of the 
new system, are being developed. I am 
confident' that the reformed system will 
work, but I would not be so bold as to 
say that what we have done thus far 
proves that it is working. 

instant stability 

Even more basically, however, it must 
be understood that the Rambouillst and 
Jamaica agreements s did not promise 
“instant stability." Instead, they re¬ 
cognized that stability in underlying 
economic conditions is a pre-requisite 
to exchange rate stability. While we 
have made progress toward achieving 
that underlying stability, we arc far from 
having achieved a totally satisfactory 
position. High and widely disparate 
rates of inflation among. countries still 
remain. 

Differences in the rate at which 
countries are emerging from the 
deepest recession in forty years, charac¬ 
terized by the most violent inventory 
adjustment in an even longer period, will 
have a continued impact on trade 
patterns. We have not yet completed 
the process of reversing the pattern of 
heavy reliance on short-term financing 
both domestically and internationally 
that has characterised recent years. 

The fact is that no“monctary system can 
hold out the promise of stability in these 
circumstances. But the new system, by 
focusing attention on achieving under¬ 
lying stability, instead of on an effort to 
hold exchange rates fixed, docs start us 
down the right track, toward stability. 

When we get to the end of the track, 
when we achieve a satisfactory degree of 
underlying stability, then and only then, 
will we have the reasonable exchange rate 
stability we all desire. 
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Though much attention has been given 
by economists to the problems of agri¬ 
cultural development, A. V. Daniel in 
his Strategy for Agricultural Development 
is of the opinion that “a comprehensive 
theory of agricultural development, 
identifying various growth-stimulating 
factors of the sector, and synchronising 
them with the overall process of economic 
development is yet to be evolved." This 
book deals with “one aspect of this 
research, i.c. evolving a development 
stratagy for the agricultural sector, which 
would maximise the contribution of the 
sector towards economic growth as well 
as suit the conditions obtained in the 
late-developing countries." 

The author has selected Bihar as the 
background of the theme of the research 
work. This is because agriculture in 
Bihar has remained practically stagnant 
even after the implementation of several 
Plan programmes and also because the 
Plan programmes implemented by the 
government of Bihar so far “have not 
indicated a strategy for agricultural 
development of Bihar." Also frequent 
occurrence of famines in the state has 
made agricultural development in the 
state an urgent humanitarian problem. 
This has made necessary the evolution of 
a purposive strategy to give impetus to 
the agricultural sector for making a 
breakthrough. 

summarised view 

In the first chapter the author has 
summarised the views of various agri¬ 
cultural economists regarding the contri¬ 
bution which agriculture can make to 
the general economic development of 
the country. The author has highlighted 
Simon Kuzenct’s classification of the 
contribution of agriculture to economic 
development-product contribution! mar- 

SASIWN ECONOMIST 


: Management Development Institute, New 

ket contribution and factor contribution. 
Under product contribution, agriculture 
contributes food to meet the growing 
needs of non-farm population, supplies 
raw materials for industries, secures 
higher incomes for farm families, in¬ 
creases export "earnings, provides better 
nutrition standard which increases the 
productivity of labour, and provides 
better status for the farmers. Under 
the classification of market contribution, 
agriculture expands rural market for 
various consumer goods, and increases 
demand potential for farm inputs of 
industrial origin such as fertilisers and 
agricultural machinery. Under factor 
contribution, agriculture releases labour 
forej for non-farm operations, supplies 
savings f >r investment in non-farm 
sector and contributes new entrepreneurs 
to exploit economic opportunities in the 
countryside. Against this theoretical 
background, the author has taken up the 
problem of agricultural development in 
Bihar. 

key to development 

Having given in outline the salient 
features of the agricultural economy of 
Bihar, the author has op.ned that “Key 
to the agricultural development in Bihar 
isth.it of raising the level of productivity 
of crops. The fact that there is a wide 
gap between the yield obtained in Bihar 
and the other parts of the world, un¬ 
doubtedly speaks for the inefficiency of 
the agricultural sector of Bihar but at 
the same time assures of the wide scope 
for the development of the economy of 
Bihar through agricultural development 
carried on proper lines." 

While analysing the strategy for agri¬ 
cultural development, the author opines 
that increasing emphasis on traditional 
agricultural inputs (manpower, bullock 
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labour, local manuria] resources, etc), 
though desirable, by itself will not provide 
a solution to the problem of agricultural 
development in Bihar. This is because 
it will be a costly process and secondly 
it will be time-consuming. And there¬ 
fore resort must be had to the increasing 
use of modern agricultural inputs such 
as fertilisers, hybrid seeds, new agri¬ 
cultural machinery and water from 
irrigational projects. While popularising 
the use of modern agricultural inputs, 
the policy-makers must keep in mind 
certain important characteristics of these 
inputs. 

transport requirements 

It should be noted that modern 
agricultural inputs have to be purchased 
from open market or have to be obtained 
from institutional agencies. This 
necessitates the existence of transport 
facilities even in the remotest villages. 
It should be noted that new inputs are 
the products of research and embody 
technological changes. Further, they 
tend to represent variable cost rather 
than fixed costs. This necessitates 
provision of timely and adequate credit 
facilities. It should also be noted that 
various modern agricultural inputs are 
complementary to one another. This 
means whole package of modem agri¬ 
cultural inputs will have to be made 
available and that a piecemeal approach 
will just not do. According to the author, 
there is great scope for increasing use 
of modern agricultural input in Bihar. 

The author has emphasised the 
development of physical infrastructure 
facilities (irrigational piojects, flood 
control, transport and storage facilites) in 
the process of agricultural development 
in the slate. There is at present great 
inadequancy of the above physical 
infrastructure facilities in the state and 
the government must take note of this 
fact and take steps to make available 
these facilities in an increasing way. 

The author has also drawn attention 
to the necessity of providing service 
infrastructure facilities (credit facilities 
marketing facilities, extension and 
research) as these are thoroughly inade¬ 
quate in Bihar at present. There is urgent 
need to vitalise credit institutions in the 
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state, as also to introduce new credit 
agencies. Also the development of 
marketing agencies mast be given a 
significant place in the future programme 
of agricultural development in the state. 
There is also urgent necessity to intensify 
extension services and infuse right spirit 
in them. Faster growth of the agri¬ 
cultural sector is possible only if ser¬ 
vice infrastructure facilities are streng¬ 
thened. 

There is also urgent necessity of 
organisational infrastructure (inter¬ 
mediary abolition, tenancy reform, 
ceiling on landholdings and cooperative 
farming). The author has opined that 
“there is need for evolving indigenous 
organizational structure blending indivi¬ 
dualism and cooperative principle.” 

Along the above lines the agricultural 
strategy will have to be evolved and 
executed in the state of Binar. The 
author has also cautioned that “several 
sub-strategies will have to be worked- 
out for each district of Bihar, taking 
into account regional differences, 
resource potentialities, availability of 
infrastructure facilities and the level of 
development.” 

The author has first worked out the 
conceptual framework of strategy of 
agricultural development and has then 
analysed the strategy in relation to the 
state of Bihar—a far less developed state 
in a less developed country. 

It must be stated that while the author 
in a sense has added absolutely nothing 
new to our knowledge, nonetheless he has 
made a successful attempt to weave to¬ 
gether all the strands and present a com¬ 
prehensive strategy for the agricultural 
development in the state of Bihar. Bihar 
has been and continues to be one of the 
most backward states in the Indian union 
and even during the last twenty or more 
years of planning, the state seems to be dri¬ 
fting aimlessly. While the strategy which 
the author has worked out is allright, it 
must be noted that it is the political will 
that is lacking in Bihar. Will the people 
of Bihar gird their loins and rise up to 
the occasion to solve the problems of 
their poverty with the help of knowladge 
and technology which is already there? 
As yet there appears no sign of any hope 
on the horizon for the people of Bihar. 

RETAILING 

One of the important features that 
distinguishes developed economies from 
the under.developed ones is the mass 
production and mass distribution of 
goods. It would be worth pondering if 
vast production of goods would have 
been possible if there were not equally 
efficient channels of distribution of these 
goods. When the societies strive cease¬ 
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lessly to improve the standard of living 
and the managerial elite is under pressure 
to seek new avenues to satisfy the 
consumer, the process of distribution of 
goods, and services evidently assumes 
singular importance. Prof MacNair has 
rightly proclaimed the new role of retailer 
as “the march&nt of hopes and desires 
and deliverer of s andard of living as 
compared to his hitherto role of seller 
of wares and commodities.” Such is the 
place of retailor in society. K.K. 
Taimni in his Studies in Retailing, Consu¬ 
mers' Cooperation and Public Distribution 
System has therefore decided to study the 
problems of retailing and retailer in 
developed as also in developing countries. 

We notice that historically, retailing 
has been ‘a low status field ofendea 
vours’. In India under the burden of 
caste system this function was marked 
for those who were generally looked 
down upon by the social elite and thus 
it continued to be neglected for long. In 
India this situation got further worsened, 
according to the author, with the strong 
bias that the economy exhibited in 
favour of production in a protected 
market which in turn resulted in a seller’s 
market for almost all consumer goods. 
The industry in general therefore dis¬ 
played generally a lack of interest in the 
field of packaging and marketing and 
kept itself smugly concerned with the 
field of production. 

fresh look 

However, the recent recession, under¬ 
utilised capacity, emergence of vast rural 
market and a certain amount of 
competition have of late been forcing 
some of the managements to give a fresh 
look to this field of retail-trading One 
now finds considerable amount of in¬ 
novative skill going into the field of 
retailing business. 

But the author is of the opinion that 
the changing social environment will call 
for some drastic changes in the role of 
retailer who will increasingly come under 
pressure due to the revolution of rising- 
expectations of masses under the impact 
of rising incomes, better communication 
and mass literacy. The retailer certainly 
faces a formidable task in that he has 
not only to bring structural and institu¬ 
tional changes but has also to change 
his attitude towards the customer so that 
he may meet the grbwing challenge in 
full measure. The retailer will be under 
increasing social pressure to effect these 
changes immediately. He will have to 
sit and take stock of the situation. His 
failure to ameliorate his own position 
despite the supply of liberal credit from 
the nationalised banks in India because 
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of the completely indifferent attitude of 
the wholesale trade which refined to give 
any concession* to the retailer inspite of 
his willingness to pay ready money should 
serve him a timely reminder and should a* 
the same time pro him up to seek new 
fields to innovate and to meet the emerging 
challenges with vigour. ‘The author has 
made in this book a number of sugges¬ 
tions to help the retailers and consumer 
cooperatives break a new path and over¬ 
come the difficulties that lie ahead. 

main emphasis 

In his essays on‘Consumer Identi¬ 
fication’ and 'Consumer Preferences* the 
author’s emphasis is on 'low cost and high 
turnover merchandising’. The focus is 
on the all important consumer and the 
strategy to cater for his demand efficien¬ 
tly. The author has dealt with the 
problem of productivity of retail trading, 
factors which influence the productivity 
and the steps that can improve producti¬ 
vity. These two essays build up a pers¬ 
pective and pinpoint the attention on 
areas of general neglect so far. 

This is followed by a study of layout, 
placement and display of goods in retail 
trading. The author has made retailer 
a centre of attraction and has analysed 
his expectations, his motivation and his 
responses to changing environment. The 
author has also analyed topics such as 
inventory control and management, 
budgetary control and financing of retail 
trading. 

While studying public distribution sys¬ 
tem and consumer cooperatives, the author 
aims at bringing out the salient features 
of the working of these socially oriented 
retail shops and the imperatives of giving 
them institutional, structural and adminis¬ 
trative support in the absence of which 
they can play only a limited role. 

In western Europe, emergence of 
consumer society has compelled econo¬ 
mists and social scientists to give a fresh 
look to the institution of retail trading. 
Thus super-markets, shopping centres, 
departmental stores, voluntary retail 
chains and discount stores have all had 
their origin in the USA where consumer 
reigns supreme. For long in India con¬ 
sumer remained in the background and 
therefore retail trading hardly received 
any attention. It continued in its old 
traditional ways. But now the rising 
living standards have made the consumer 
intelligent, smarter and more exacting in 
demand. He wants clean environment and 
neat service, minimum time for payment. 
, once he has decided to make a purchase, 
good packaging and host of other ser¬ 
vices. In some of the big cities, the 
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retailors ajre approparitely responding to 
these % new challenging. But in most 
other places in India retail trading still 
continues in its ancient style. This will 
have to change. 

This book will be found useful to the 
marketing executives in the consumer 
cooperatives as also to officials working 
in public distribution system and to retail 
traders. The author has really succeeded 
in arousing interest in retail trading in 
India and the urgent need for bringing 
improvement in this field. 

PROCESS OF DEVELOPMENT 

There was a time, not long ago. when 
the state of development in a particular 
area was explained in terms of highly 
generalised stereotypes that encompassed 
the whole people in a country. This was 
followed by a period when people for 
whom the development is meant were 
largely forgotten and the focus shifted 
mainly to economic and technical forces 
that influenced the course of events. 
Most recently there has come a realisa¬ 
tion that the world is full of complexities 
and that model-building has its limita¬ 
tions. There has therefore emerged "a 
willingness to do less abstraction from 
the ‘real world’ and to attempt to mea¬ 
sure the many varied factors which seem 
to explain development process and 
performance.” T.K. Moulik in his From 
Subsistence to Affluence has made an 
attempt to explain the process of deve¬ 
lopment by analysing the attitudes and 
responses of the people involved in the 
process of development. 

As economic development is for the 
people and is qarried out by them, their 
attitudes and respones, their relationships 
to each other and to the changing world 
around assume crucial importance as 
a significant explanatory variable in any 
analysis of development process. Modern 
social sciences have provided many new 
tools with which to measure such vari¬ 
ables which not long ago were thought 
of as immeasurable. 

Moulik has brought to this task a 
unique set of skills by applying a wide 
range of sophisticated sociometric mea¬ 
surements to a broad set of social and 
personality variables in his analysis 
of the social fabric in some of the north 
Indian villages which he has selected for 
his study. One some times begins to won¬ 
der whether such sophisticated modern 
tooh and techniques are applicable to the 
simple setting of an Indian village; but 
these doubts are soon dispelled by the skill 
with which the author has adapted these 
tools to local conditions. Also the 
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author has supplemented this formal 
analysis by rich anecdotal material col¬ 
lected from anthropological traditions of 
the people. 

This approach of the author leads the 
reader to the analysis of topics such as 
leadership pattern in the village, communi¬ 
cation patterns and to the characteristics 
and performance of individuals. The 
author has rightly emphasised leadership 
“as the key to the effective leverage by 
change agents attempting to bring modern 
technology and life to stagnant village.” 

Part of the analysis of leadership pat¬ 
terns is unique in its novelty of approach 
and depth of insight into the factors which 
influence leadership development and 
performance in this setting. The author’s 
analysis of communication patterns and 
channels dispels many strongly held but 
positively erroneous views about the 
efficacy of selected mass media. The 
author has emphasised the importance 
of the development and optimal use of 
leaders within the village structure and 
face-to-face contacts. His analysis of the 
differences in innovation-proneness which 
is an important theme of the analysis of 
individuals acting in particular cultural 
setting is equally absorbing. 

inadequacy of approach 

As a result of this analysis the author 
has rightly emphasised the inadequacy 
of the 'single factor approach' to ex¬ 
plaining development process and per¬ 
formance. The analysis, if it is to be 
satisfactory and lead to fruitful policy- 
formation, must "recreate the environ¬ 
ment in which modernising decisions by 
individuals are made.” 

The location of these villages in 
Kapjhawala community development 
block on the boundary between tradi¬ 
tional rural areas and the bustling New 
Delhi is seen to provide the necessary 
dynamism, of rapid social change. What 
this study offers is a deeper look into 
these changes. What is significant is not 
the visual signs of prosperity but the 
changes that have occurred and are still 
occuring in the values and attitudes of 
the people and in the whole social struc¬ 
ture of the villages. This book with a 
large array of well-adapted sociometric 
measurements for analysing the process 
of development offers practical guidelines 
for the improvement of village com¬ 
munities leading them from subsistence 
to affluence. The author by emphasising 
socio-psychological basis of economic 
progress of backward people has added 
a new and important dimension which is 
of crucial significance in the case of 
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tradition-bound people who are being 
led on to the path of economic progress. 

POLICY ON BACKWARDNESS 

As is well-known, backward classes 
in India constitute about one-fourth of 
India’s population. Among backward 
classes, scheduled castes and scheduled 
tribes arc most predominant numerically. 
The central and state governments have 
been paying attention to their welfare 
since independence. The authors of 
Administration of Policy and Programmes 
for Backward Classes in India , however, 
feel that "comprehensive scientific 
studies, conducted by outside observers 
equipped with scientific knowledge of 
developmental programmes and insights 
in administrative process, are scarce." 
The authors therefore have made an 
attempt in this book to systematically 
analyse the policies and programmes for 
scheduled castes, scheduled tribes, sca¬ 
vengers and sweepers, nomadic and ex¬ 
criminal tribes. They have also made an 
attempt to examine the soundness of the 
organisational machinery at the central 
and state levels rseponsible for the imple¬ 
mentation of welfare programmes for 
the backward classes. On the basis of 
this analysis, they have also offered some 
useful and practical suggestions to 
improve the contents and direction of 
the policies and the approach to imple¬ 
ment them. 

weaker sections 

The authors maintain that the condi¬ 
tion of the weaker sections of society, in 
spite of two and half decades of develop¬ 
ment planning, has not improved; rather it 
has deteriorated. This means that fruits 
of development have generally gone to the 
richer sections of society. According to 
the authors, this has happened because 
the strategy of agricultural development 
has neglected the weak; the administrative 
machinery has generally been indifferent 
and ill-eq\iipp 2 d for the task; the policies 
and programmes of cooperative institu¬ 
tions and panchayati raj insiitutions were 
dominated by the well-to-do fanners; 
most programmes meant for the poor did 
not seek fundamental changes in the 
economic and social structure of the 
community but aimed at only marginal 
improvement; and the political system 
though vocally standing for the poor, 
generally displayed a lack of will to 
undertake radical measures necessary fox 
the improvement in the lot of the poor 
Political parties mostly concentrated on 
'slogan invention*. 

The authors have drawn various 
policy implications from their analysis 
They arc of the opinion that "the attitudt 
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of powerlcssness is associated with 
disadvantaged life conditions.” This 
implies that efforts have to be directed 
towards improving ths living conditions 
of the disadvantaged backward classes and 
ultimately removing the feeling of power- 
lessness. According to them, the current 
welfare programmes arc irrelevant and at 
the very least inadequate. The provision 
of decent housing, decent well-paid jobs 
and adequate income are some of the 
necessary steps in arresting the develop¬ 
ment of the attitude of powerlessness. It 
must also be realised that while th: 
programmes have not substantially 
changed the life chances of backward 
classes, they have, however, created a new 
sense of urgency among them with regard 
to their* legitimate rights as members of 
a democratic socialist republic. Accord¬ 
ing to the authors, it is therefore neces¬ 
sary for the well-to-do in society to shed 
the pretence and get to the concrete 
business of promoting the development 
of social and economic institutions for 
backward classes. 

special incentives 

This will nruan an economic policy 
which provides special economic 
incentives to backward classes to 
open business and to expand the 
existing ones. It is by bringing large- 
scale mobility among various classes that 
“caste will go and untouchability will 
disappear”. The authors have maintained 
that in a poor country like India, one 
has to concentrate on the poorest among 
the poor to make their living more 
tolerable. Consequently, the present 
policy of defining backward classes on 
the basis of caste and tribal origin is less 
than appropriate in view of the fact that 
most of the advantages of the welfare 
programmes arc grabbed by the well-off 
among ths backward classes. According 
to them, it is only the economic condi¬ 
tion, instead of membership of a caste of 
or a tribe that should farm the basis 
for providing special benefits and 
protection The authors have also rightly 
pointed out that what is most important 
is “a strong will and commitment to 
implement the provisions of social 
legislations enacted during that last two 
decades”. 

While the analysis of the authors is 
very sophisticated and, with all the 
jargaon of which the specialists are 
capable, the conclusions arrived and the 
policy prescriptions are very com¬ 
monplace. It must be understood that 
the problem of the scheduled castes and 
scheduled tribes is as old as Indian 
history and while it is necessary to take 
immediate steps to improve the lot of the 


poor, my attempt to hustle through is 
more t&ely to be counterproductive. It 
involves a basic transformation in the 
value system, attitudes and soci-oeconomic 
structure of the people majority of whom 
are illiterate, caste-dominated and 
traditionalists in attitude and behaviour. 
Finding solution to the problems of the 
scheduled castes and scheduled tribes is 
part of the general problem of modernis¬ 
ing an ancient and economically backward 
community which has to carry on its 
back the vast burden of history. Short¬ 
cuts to such problems are more likely to 
complicate the issues rather than solve 
them. 

POLITICS IN PLANNING 

Two scholars of long-standing have 
written Politics And Planning and this 
fact must be kept in view while critically 
reading this book. 

The authors maintain that there 
exists a "close relationship between the 
fundamental rights of the citizens as 
defined in the Indian Constitution and the 
plans of economic development”. They 
are of the opinion thAt economic planning 
in India has totally neglected this rela¬ 
tionship, and that mere lip service is 
being paid “to orienting planning towards 
making a reality of fundamental rights”. 
There is hardly any attempt at moving 
towards the goal of right to employment 
at a minimum remuneration. But in the 
very next breath, the authors themselves 
emphasise that plans must rest on the 
rule of law and democratic electoral 
methods. These foundations on which 
planning must rest determine the 
characteristics of planning and determine 
the typ 2 of planning which is open to 
India. The authors also maintain that 
Indian planning should also rest on 
certain basic cultural characteristics such 
as a strong sense of community, desire 
for national integration and genuine 
belief in humanistic values and in world 
order. 

The authors feel that something has 
gone wrong with our experiment of build¬ 
ing effective planning institutions and a 
mixed economic system which alone is 
appropriate for a community like that in 
India. We appear to be drifting, expend¬ 
ing our energy on irrelevant things and 
moving from crisis to crises. We have 
failed to evolve a system of multi-level 
planning and a mixed economy oriented 
to the basic tasks of economic and social 
transformation. 

According to the authors, the book 
attempts to identify some of the main 
changes in the planning process that 
seem necessary and are feasible. They 
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think that at the central level, the Plann¬ 
ing Commission must become an explicit 
part .of the constitutional machinery and 
also provide an element of continuity 
that is essential, if planning is to be 
effective. The most important suggestion 
of the authors is that *‘it is very important 
to organise planning much more 
effectively at the district level and give 
it a constitutional status.” The authors 
envisage a direct link between the 
national Planning Commission and the 
proposed district planning boards; the 
state level planning in India should only 
concern itself with projects spread over 
two or more districts. If planning is to 
solve the problem of unemployment, it 
appeals necessary that adequate 
resources, expertise and autonomy for 
planning must be assured at the district 
level. Planning at the district level is to 
be the task, not of Zilla Parishad but of 
economists, technocrats, popular repre¬ 
sentatives and bureauracts. Formulation 
of plan at the district level would result 
in better utilisation of local resources and 
more satisfactory solution of the problem 
of unemployment. 

Greater autonomy to districts for the 
formulation and implementation of econ¬ 
omic planning would involve reallocation 
of fiscal resources. The authors have 
emphasised that what they offer “is a 
perspective rather than a complete 
analysis”. 

Taking a most charitable view, it 'may 
be said that the two authors have some 
worthwhile things to say. But their 
writing gives the impression that their 
views are extremely nebulous and have 
hardly crystallised. The different ideas 
which they propose to propagate are 
often not logically connected and the 
manner and style of writing is such that 
the common reader is both baffled and 
confused. If ever the book sees the 
second print, the authors should redraft 
most of its chapters. 

Half the book is made up of statistical 
tables most of which are arranged in a 
slipshod way. This is the first time this 
reviewer has come across a book half 
the pages of which do not carry even 
page numbers. It is difficult to imagine 
a more casual approach to the writing of 
the book by two authors carrying docto¬ 
rate degrees who write in a style which is 
simply exasperating. 

COTTON SPINNING 

As is well-known, cotton textile is the 
largest single industry in the country. The 
Indian cotton textile Industry is the third 
largest in the world in terms of installed 
capacity for production of yarn and cloth. 
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tiandgen^ht ofdotton Spinning Industry re¬ 
fers to the mechanised and organised wing 
of the cotton textile industry, which is 
separated on the one band from the hand 
spinning wheels and on the other, from 
the spinning sector of the composit indus¬ 
try. The spinning industry in India 
consists of about 670 spinning unites 
generally of 10,000 to 50,000 spindles 
each, which has come to acquire an iden¬ 
tity of its own, 

The Management Development Ins¬ 
titute which is doing splendid job in 
various directions under the able chair¬ 
manship of B.K. Madan, did well to 
organise a training programme with a 
view to concentrating specifically on the 
mangement problems of the spinning 
industry. The institute had good reason 
to select this industiy for the specific 
programme because of the sizable long¬ 
term credit given to the industry by 
financial institutions generally and by 
the Industrial Finance Corporation of 
India in particular and also having regard 
to the importance of coopcartives in this 
industry. The training programme was 
held some time in 1975 and this volume 
contains a brief summary of the proceed¬ 
ings of the sessions as also the addresses 
and papers presented at the seminars. 
Since cotton textiles is India’s major, 
industry of which the spinning industry 
is an integral part, the general student 
of the Indian economy should be interes¬ 
ted to know some of the problems which 
the cotton spinning industry in India is 
facing at present. Quite naturally vari¬ 
ous aspects of the spinning industry such 
as management of cooperatives, organi¬ 
sational structure, purchase of cotton, 
product-mix, labour productivity, inter¬ 
firm comparisons, financial management, 
technological development, management 
by objectives and government policies 
come in for discussion. It would be 
instructive to know the nature of some 
of these problems, and how the industry 
is tackling them. 

special features 

K. Sriniwasan has indicated the spe¬ 
cial features of the spinning industry 
which in his view constituted real chal¬ 
lenges. He has maintained that the 
cotton spinning industry has to be viewed 
in the socio-economic background. The 
growth of handlooms, powerlooms and 
hosiery constituted “both opportunity and 
challenges for the industry. He also 
pointed out that <4 thc raw material for 
the industry (cotton, polyester) had 
generally been in short supply in the 
country both quantitatively and qualita¬ 
tively Then there was the problem of 
labour and machine productivity, pro¬ 
ductivity often being confused with 


technology leading to demand for 
modernisation as a panacea for all the 
ills of the industry. Sriniwasan has 
observed that the existing machine pro¬ 
ductivity in the industry is inordinately 
low, and therefore, considerable benefits 
could flow from better machine utilisa¬ 
tion and higher labour productivity. Then 
there is also the need for a corporate 
plan for raising the profitability of the 
cotton spinning industry through a proper 
blending of various factors of production. 
Lastly he wants that productive efficiency 
and financial performance though in¬ 
separably mixed, should be critically 
analysed for proper understanding of the 
intricacies of the industry. 

B. Raja Ram has emphasised that 
often the best results are achieved 
through strong determination of the top 
management which alone is capable of 
building a strong team for specific tasks. 
According to him, efficiency is achieved 
through a proper blending of skill and 
technology which demands a sound 
framework of management policies and 
practices. He maintains that manage¬ 
ment has to have “a deep concern both 
for performance and people.” 

cooperative mills 

V.G. Puranik has referred to the spe¬ 
cial features of cooperative cotton spin¬ 
ning mills which are at present contri¬ 
buting a great deal to the growth of the 
economy. The cooperative mills func¬ 
tioned both as cooperatives and as a 
commercial ventures and this imposes 
great responsibility on managers. He 
referred to the imbalance between the 
growth of textile and cooperative spinning 
industry especially in the decentralised 
sector. For example, in 1973, power- 
looms produced nearly 46.4 per cent of 
the country’s total production of cloth 
whereas the spindlage of the cooperative 
factories represented only about 5 per 
cent of the total installed capacity. The 
geographical dispersal of the 72 coopera¬ 
tive spinning mills most of which were 
situated in Maharashtra, Gujarat and 
Tamil Nadu, also reflects great geo¬ 
graphical imbalance. Economic consi¬ 
derations require that spinning mills are 
established either in areas where loomage 
exists or where cotton is grown. 

According to K.M. Thiag^rajan “an 
unsound structure was indeed a guarantee 
for non-perfonuance, because it pro¬ 
duced friction and frustration, put 
spotlight on wrong issues and made 
mountains out of trivia.” 

S.B.P. Rao and P. Unni Krishanan 
maintain that cotton represented one of the 
major variables in determining the opera¬ 


tional results of any textile mill, parti¬ 
cularly because it affected profitability, 
quality and economics of production. 
India is deficient in cotton production 
and the annual shortfall in relation to 
demand is roughly of the order of 5 lakh 
bales (1973-74). The speculative outlook 
of cotton merchants complicates the 
situation still further. 

assessment of waste 

M. Krishnaswamy has suggested that 
waste control has a significant contribu¬ 
tion in controlling cost through proper 
assessment of the extent of waste at 
different stages of production. He has 
emphasised the need for determining 
reliable standards for wastes which 
occur at different stages of production 
and analysis of machinery performance 
at periodical intervals. If these are 
analysed, remedial measures can be 
evolved for controlling waste. 

L.N. Jhunjhunwala has discussed the 
concept of jntcr-firm comparison and 
has suggested that principal areas of 
purposeful comparison can be return 
on equity, profit per spindle shift, and 
cost per spindle shift. He has em¬ 
phasised the urgent need for adopt¬ 
ing inter-firm comparison for cotton 
spinning industry in respect of all 
factories because it would help the 
management to analyse its performance 
against other units and thus avoid com¬ 
placency. Such a comparison would also 
help in fixation of national norms which 
would be useful to financial institutions 
rendering financial assistance to spinning 
mills. 

Mrs Indira Doraiswamy has referred 
to “a high correlation between wages and 
profits.” She has emphasised that invest¬ 
ment on modernisation should be in 
phases to ensure maximum return. K.S. 
Sankarana/ayanan has explained the con¬ 
cept of modernisation and has emphasised 
that the objectives of modernisation be 
clearly identified in respect of reduction 
of cost, improvement in quality, diversi¬ 
fication of existing production and 
improving of organisation. 

J.B. Duit has dealt with the broad 
features of the government policy in 
respect of textile industry of which cotton 
spinning is an important part. According 
to him, the government policy sought to 
establish “a balance between the conflict¬ 
ing demand of the grower, manufacturer 
and user of yarn.” In this context he has 
specifically referred to the importance 
which government has been giving to 
the handloom weaving industry which is 
one of the main sources of occupation in 
the countryside spread over thousands 
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of villages. He has emphasised that a splinting industry in the country in their 
textile policy has necessarily to consider proper perspective. This would be very 
the conflicting interests of growers* spin* helpful in formulating the policies both 
non, weavers and th; million of users in by the persons in the industry and by the 
the country and try to bring about a re- government for successfully dealing with 
conciliation among all the conflicting the problems. The booklet would be 
demands. useful to the students of textile industry 

It is an excellent booklet outlining in particular and of the Indian economy 
most of the important problems of cotton in general. 
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TRADE 

WINDS 

ADB Assistance $1,924.74 million were made 


In 1975, increased attention 
wasgiven by the Asian Develop¬ 
ment Bank in its lending and 
technical assistance activities 
to the social aspects of deve¬ 
lopment to benefit both the 
urban and rural poor. Accord¬ 
ing to the Bank’s annual 
report for 1975, released 
recently, the Bank's total 
lending during 1975 totalled 
1660.31 million, an increase of 
20.6 per cent over 1974. 
Loans from ordinary capital 
resources amounted to $494.05 
million, and those from special 
funds to $166.26 million. 
In all, 41 loans were approved 
for 40 projects in 12 develop¬ 
ing member countries (DMCs). 

Members' Needs 

In addressing itself to its 
members' needs and problems, 
many of which are of a long¬ 
term nature, th; Bank’s efforts 
were directed to: (1) raising 
urgently needed additional 
resources to sustain its ope¬ 
rations, (2) maintaining the 
momentum of its lending and 
technical assistance activities, 
and (3) bringing its assistance 
to bear where the needs ap¬ 
peared to be greatest. Much 
of the lending in 1975 was 
directed to sectors where the 
need for accelerated develop¬ 
ment was most urgent—37 per 
cent to agriculture and agri¬ 
culture-related activities and 
29 per cent to public utilities, 
mainly for exploitation of 
indigenous power resources. 
In the field of technical assis¬ 
tance, emphasis was placed on 
institution-building and the 
training oflocal staff. By the 
end of the year, the Bank had 
approved 251 loans totalling 
$2,583.57 million for 228 
projects in 21 DMCs. Of 
these, 150 loans totalling 


from ordinary capital resources 
and 101 loans for $658.83 
million from special funds. 

No Export Duty on 
Jute Goods 

Export duty on the three 
remaining jute goods-canvas, 
tarpaulin and webbing—has 
been abolished with immediate 
cfTcct. Since export duties on 
carp .*t-bac king, hessian and 
sacking have already been 
abolished in the last nine 
months, there is no export 
duty on any jute goods now. 
The abolition of export duty 
on all jute goods was announ¬ 
ced by the Finance ministry. 
The export duty on these three 
items ranged from Rs 150 to 
Rs 200 per tonne. Normally, 
canvas tarpaulin and webbing 
are considered as sacking. But 
since in the tariff nomenclature 
these are classified as different 
from sacking, a separate 
decision to abolish export 
duties on these had become 
necessary. The export duty 
on sacking and jute twines 
was withdrawn before the 
budget was presented. 

Rupee Upvalued 

A 2.37 per cent upvaluation 
of the rupee in term* of pound 
sterling on April 23, lad to a 
fresh appreciation of the rupc; 
in terms of sterling and thus 
reversed the depreciation of 
the rupees in terms of the US 
dollar and selected foreign 
currencies since April 3, 
when the rupee value was last 
corrected. This upvaluation 
has cheapened the pound by 
40 paise as reflected by the new 
middle rate of Rs 16.50 per 
pound. It replaces the middle 
rate of Rs 16.90 introduced on 
April 3. The Reserve Bank 
will buy spot sterling at 6.0790 


per Rs 100 or at Rs 16.45 per 
pound. This replaces the rate 
of Rs 16.85 per pound. It 
will sell spot sterling at 6.0423 
per Rs 100 or at Rs 16.55 
per pound. This replaces the 
rate of Rs 16.95 per pound. 

Based on these rates the 
merchant rates for sterling 
which banks will now quote 
will be as follows: the' TT 
selling rate per pound will be 
Rs 16.5769 and BC selling rate 
per pound Rs 16.6044. The 
TT buying rate per pound 
will be Rs 16.4366 and OD 
buying rate per pound 
Rs 16.3452. The impact of 
upvaluation of the rupee on the 
IJS dollar can be seen from the 
following rates. The April 3 
upvaluation gave a rate of 
Rs 9.09 per US dollar. Follow¬ 
ing a slide in the value of sterl¬ 
ing from $ 1.87 to $ 1.83, the 
rupee cost of the dollar shot 
up to Rs 9.28 on April 22. 
The present upvalua'ion brings 
the rate per US dollar to 
Rs 9.06. A correction of a 
similar order has been effected 
by the latest upvaluation with 
respect to currencies like DM, 
Swiss franc, Belgian franc, 
Japanese yen, Hong Kong 
dollar and Singapore dollar. 

Export Assistance for 
Mill-made Cottons 

In a bid to push up sales of 
mill-made cotton piccegoods 
to Canada and west Europe, 
including Britain, a higher 
rate of export assistance will be 
granted, under the incentive 
scheme for textile exports drawn 
up for the current financial 
year. Although it has been 
decided that grey goods will 
be eligible for 10 per cent 
assistance during the year for 
exports to Canada, West 
Europe, including the UK, as 
well as to Australia and New 
Zealand and the rate of assi¬ 
stance will be 12 per cent. For 
exports to the United States, 
which is a major market for 
textiles, a two-tier scheme of 
assistance will be operated. 
During the period April- 
September, the rate of assis¬ 
tance for both g ey and rton- 
grey varieties will be 10 per 
cent, but for the subsequent 
period of six months ending 
March next year, the rate of 


assistance for grc> goods wilt 
be 12 per cent and that for 
non-grey goods to Canada and 
West Europe will also be 15 
per cent. 

In the matter of assistance 
to cotton yarn exports up to 
60 counts and sewing thread 
irrespective of counts, a 
uniform rate of assistance will 
be in force. Similarly, for all 
markets the rate of assistance 
will b: 15 per cent in respect 
of cotton embroidered piece- 
goods. The rate of assistance 
for non-grey goods marketed 
to the rest of the world has 
been lowered by three percent. 
Against the overall ceiling 
limit of 15 per cent, the 
assistance will be only 12 per 
cent. For grey varieties the 
assistance will be 10 p„T cent. 

In the case of mill-made j 
made-ups, the quantum J ot j 
assistance for free foreign i 
exchange markets will be 15 j 
per cent and 12 per cent for j 
rup:e payment areas. The j 
assistance is exclusive of rates j 
of distance premium com-{ 
pensatory support given to 
exporters This is being 
worked out. The assistance 
will run fora full year, instead 
of being revised quarterly. 

The scheme for providing as¬ 
sistance for one year at a sire-! 
tch has been evolved to ensure 
that there is no unc.rtainty 
whatsoever in the minds of 
exporters about the quantum 
of compensation they will get 
in lieu of non-refundable 
duties and taxes {Jaid by them. 
The Commerce ministry has; 
told the textile industry that 
with the new facility extended; 
to them, they should launch* 
an aggressive sales drive and? 
realise an export target of? 
Rs 400 crores during the cur-| 
rent financial year. [ 

Indo-Nepal Joint j I 

Ventures 

India has agreed to gof 
in for joint ventures with| 
the Nepalese governmenti 
in cement and paper indus-| 
tries. This is one of the£ 
concrete results of the receirf 
seven-day visit by Dr Tulsa 
Giri, prime minister of Nepal]; 
to India. According tc 
Rashtriya Samachar Samiti, th{ 

APHL 30, 1976f 


IAS1BEN ECONOMIST 


883 




tfepats' official news agency, 
the Nepalese side laid 
emphasis on an integrated 
approach to bilateral co¬ 
operation in industry and 
trade. At the New Delhi 
talks, Nspal was reported to 
have sought Indian collabora¬ 
tion for changing the existing 
pattern of the Nepalese 
trade with India which, Nepal 
believes, has always resulted 
in unfavourable balance of 
payment for Nepal. Therefore, 
Nepal was understood to have 
urged the need for reducing the 
imbalances in trade, commerce, 
and developmmt through 
wider Nepalese cooperation 
including Joint ventures in the 
industrial field. These joint 
ventures are to be carefully 
planned so as to benefit both 
the countries 

Pepper Community 

India, Malaysia and 
Indonesia have decided on a 
joint study on the question of 
evolving an agreed export 
price for pepper with a view 
to securing higher unit value 
realisation for the commodity. 
The study will be undertaken 
by the secretariat of the Asian 
Pepper Community comprising 
these three countries. Though 
formed in 1972, the commu¬ 
nity had been virtually in a 
state of suspended animation 
because of lack of an executive 
wing. Happily, the secretariat 
has come in f o being with the 
appointment of a director 
to the community. The first 
director will b^ Mr L.N. 
Saklani, director in the Com¬ 
merce ministry. Ii has also 
been agreed that Indonesia will 
be the headquarters of the 
commuuity. Pending the crea¬ 
tion of necessary facilities, the 
director of the community 
will start functioning from 
New Delhi. 

NCDC 

The National C >operative 
Dcvelopmmt Corporation pro¬ 
poses to extend its assistance 
to the entire handlo sector 
this year. More funds will be 
made available to co-operative 
spinning and sugar mills also. 
The eastern states. Jam nu and 
Kashmir, Himachal Pradesh, 
Rajasthan and other co¬ 


operatively backward afe&s 
will also get enhanced alloca¬ 
tions. Liberal terms like 
outright grant and lesser share 
contribution of members will 
be given to . cooperatives in 
these areas.' The managing 
director of the NCDC, 
Mr Gill pointed out that Rs 36 
crores are proposed to be 
sp^nt this year against Rs 74 
crores in 1975-76 and Rs 16 
crores in 1974-75. 

For the first time consumer 
cooperatives in rural areas 
are proposed to be brought 
under its assistance scheme. 
Regarding assisting co¬ 
operatives to take up 
manufacture, M/Gill said, that 
only a few proposals had 
come so far. The corporation 
is presently processing a 
proposal for a hosiery unit in 
the cooperative sector from 
Ludhiana The NCDC also 
proposes to pay special atten¬ 
tion to weaker sections. Under 
this, co-operative fisheries arc 
to be assisted to come up all 
along the coast. 

Cement Output 

Cem:nt production in the 
country touched a new 
record >f 18.18 million tonnes 
during 1975-76. The previous 
year’s production was 14.45 
million tonnes. The Union 
minister of state for Industry, 
Mr B.P. Maurya indicated 
that the country had set an 
export target of nearly one 
million tonnes this year. He 
said the fifth Plan programme 
envisaged raising the installed 
capacity of the country’s 
cement plants to a total of 29 
million tonnes a year. 
Mr Maurya said that cement 
control had been removed in 
almost all the states. 

Industrial Output 

Industrial production, freed 
from supply or foreign exch¬ 
ange constraints, is expected to 
record an * to 10 per cent 
growth in 1976-77 on top of 
an estimated 4.5 per cent 
increase in 1975-76. Industrial 
stagnation was broken by a 2.5 
p-*i cent growth rate in 1974-75 
and production has shown 
a steady improvement with 
every successive quarter in 
1975-76 so as to yield an 


overall growth rate of to 
5 per cent. According to 
official sources, the growth 
rate last year would have been 
still higher but for the poor 
performance in some sectors 
especially cotton textiles, 
which has a large weight in 
the industrial index, and 
slackening of demand for 
passenger cars, jeeps and 
oiher consumer durables like 
room air-conditioners, electric 
fans and radio receivers. 

The factors likely to 
contribute to a supurt in 
industrial production in 

1976-77 arc the easy avail¬ 
ability of raw materials* both 
indigenous and imported, the 
big step-up in public invest¬ 
ment which will nave spin-off 
effect, the streamlining of 
industrial licensing and other 
procedures, reliefs in the 

budget to industries hit by 
lack of demand, and the 

liberalisation of import policy. 
The industrial licensing policy 
of the government has under¬ 
gone considerable modifica¬ 
tions in recent months in order 
to ensure full utilisation of 
installed capacity, diversifica¬ 
tion of production, automatic 
growth in selected engineering 
industries, replacement and 

modernisation, and export 
promotion. 

Import of Stainless 
Steel 

The government has libera¬ 
lised the import of stainless 
steel by engineering exporters 
against their replenishment 
licences. A major benefit to 
the exporters is that there will 
be neither quantity nor value 
limit on the import of stain¬ 
less steel against replenishment 
licences. This is a radical 
departure from the past 
practice when both limitations 
operated. In other words, it 
was ensured that exporters did 
not import more in quantity 
if the price of stainless steel 
went down in international 
market. The continuance of 
such restrictions has no mean¬ 
ing now because last year the 
government took a decision 
to allow imported stainless 
steel to be used for the 
manufacture of utensils in the 
small-scale sector. Prior to 
that import of stainless steel 


washot allowed andin order 
to curb any irregularities 
restrictions were put. 

Another facility thftfhas been 
extended to exporters is that 
REP licences Will be on fixed 
percentage basis, ranging from 
50 to 70 per cent. The 
Engineering Export Promotion 
Council has been pressing for 
this facility for quite some 
time in place of the old 
formula of determining the 
extent of replenishment on 
normal weight plus wastage 
basis. Under the formula, 
for a kilogram content of 
stainless steel in the export 
product, an exporter was 
allowed 1.33 kg of stainless 
steel as import replenishment. 
This was not a fixed one and 
was different for different pro¬ 
ducts. The council pointed out 
that this formula was cumber¬ 
some and time-consuming and 
involved a lot of procedural 
details. A simpler alternate 
formula has therefore been 
worked out. 

For the purpose of REP 
licences, the stainless steel 
has now been merged 
into four broad groups, as 
against 11 products earlier. 
Meanwhile the chairman of 
the council, Mr. R.C. 
Maheshwari, has welcomed 
the import policy as bold and 
imaginative and asked engi¬ 
neering exporters to take full 
advantage of the liberal policy. 

BHPV 

The financial year 1975-76 
has ended on a satisfactory note 
for the Bharat Heavy Plate 
and Vessels Limited, (BHPV) 
Visakhapatnam, a government 
of India undertaking. This year 
many * firsts’* were achieved 
by BHPV. These include 
manufacture of a 120-tonne 
shift converter and a 55-tonne 
second stage condenser 
(special type of heat exchanger). 
Both were fabricated for the 
world’s largest coal-based 
fertiliser plant, a multi-layer 
vessel for the Indian institute 
of Sciences, a 40-tonne 
cryogenic storage vessel for 
the National Organic Chemi¬ 
cals India Limited and a 72- 
metre ethylene fractionator 
column, weighing 135 tonnes 
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for the Indian Petrochemical 
Corporation Limited* all for 
first time m the country. 

Oh the production front, 
BHPV has scaled new heights 
by producing equipment 
valued at about Rs 21.7 crores 
during 1975-76. The corres¬ 
ponding production figure for 
the financial year 1974-75 was 
R$ 12.96 crores. This represents 
a 70 per cent incseasc in 
production. BHPV has also 
enabled the nation to take a 
significant step forward by 
installing for the first time 
a tube-finning machine for the 
manufacture of fin-tubes, 
which are so esscntinl for heat 
transfer equipments. By manu¬ 
facturing the tonnage as well 
as small oxygen plants and 
tonnage nitrogen-wash units for 
the first time in the country, 
in collaboration with L’Air 
Liquide of France, 

BHPV has already supplied 
two tonnes per day capacity 
oxygen plants for Bokaro Steel 
Limited. One 700-tonncs per 
day air separation plant and a 
620 tonnes per day nitrogen 
wash unit for the Fertiliser 
Corporation of India (Haldia 
unit), two 550 tonnes p^r day 
capacity oxygen plants for 
Bhilai Steel Plant, and one 
2500 Nm 3 /hr pure nitrogen 
plant for M/s Indian Petro¬ 
chemical Corporation Limited, 
Baroda, are under various 
stages of manufacture. BHPV 
have recently concluded an 
agreement with M/s National 
Fertilisers Limited, for the 
supply of an oxygen plant of 
890 tonnes per day capacity 
and a nitrogen wash plant of 
900 tonnes per day capacity. 

Irano-Hind Shipping 

The Irano-Hind Shipping 
Company Limited—a joint 
venture of the Shipping Corpo¬ 
ration of India Limited and 
the Arya National Shipping 
Lines of Iran—made a profit 
of 27 per cent during the first 
financial year ending Decem¬ 
ber 31, 1975. The" company 
declared a gross profit of 
Rs41.34 lakhs and a net profit 
of R$23.59 lakhs, which worked 
out to 27 per cent return on 
the share capital of Rs 86.76 
lakhs. The company has dec¬ 
lared a dividend of 6 per cent 
on the paid-up capital. 


The company is a member 
of the East Coast-West Coast 
of India/Persian Gulf con¬ 
ferences to operate its liner 
service. This service covers 
all ports of Bangladesh and 
Sri Lanka. The company 
has got affreightment con¬ 
tracts for movement of cement 
and billet and steel from 
Japan. It proposes to inten¬ 
sify its operations to the far 
east ports shortly. Presently, 
the Irano-Hind Shipping Com¬ 
pany is having L5 vessels, all on 
character, for its operations. 
The company has applied to 
the imperial government of 
Iran for loans for purchase 
of general cargo vessels. 

As per contract, the com¬ 
pany initiated various schemes 
to train Iranian personnel 
in the field of shipping. 
Arrangements are being made 
to train more Iranians in 
India both for ship and shore 
jobs. The company was 
registered in Tehran in March 
1975 and started its commer¬ 
cial operations from July that 
year. 

Progress in Shipping 
and Transport 

There was no strike at any 
of the ten major ports, 
according to the annual re¬ 
port of the ministry released 
recently. Productivity at each 
port registered a remarkable 
rise. The ports finances were 
re-cast and qfiarges for the 
first time related to the cost 
of services rendered which 
raised ports revenues to the 
tune of Rs 45.31 crores. For 
the carriage of coal and salt, 
coastal freight rates were in¬ 
creased from July J975. The 
passenger fares on Konkan 
coastal service were brought 
to a level lower than the state 
Road transport fares. For 
the first time, the country 
formed its own Indian Classi¬ 
fication Society for registering 
ships. 

Schemes to modernise and 
expand ports were vigorously 
implemented. The current 
year would see the fruition of 
a number of major schemes 
like the Visakhapatnam Outer 
Harbour, the Haldia Port 
Project and the expansion of 
Mormugao port. During the 


year* India signed the UN 
Code of Conduct for liner 
conferences and is among 30 
countries who have so far 
affixed their signatures. Steps 
were being taken to ratify the 
convention. The scheme for 
national permits for road 
transport to remove cons¬ 
traints on movement of goods 
vehicles was implemented. 
By February 28, 1976, West 
Bengal had issued 119 permits, 
Haryana—200 and Bihar—45. 
In all, 5300 permits will be 
issued for public carriers. A 
Highway Research Board was 
set up during the year to co¬ 
ordinate and promote high¬ 
way research on national level. 
In spite of paucity of funds, 
nearly 200 road works were 
completed during the year. 
As many as 11 major bridges 
were completed and works on 
additional six sanctioned. 

A total tonnage of 44,73,633 
GRT was in operation as 
on December 31, 1975. This 
included th* first very large 
crude carrier of 2,73,000 
DWT. In addition, ships 
aggregating about one million 
GRT were unier construction, 
or on order. 

Export of Finished 
Leather 

This country exported over 
Rs 43.15 crores worth of finish¬ 
ed leather and leather products 
during 1974-75. In the first ten 
months of 1975-76 (April - 
January) it is estimated that 
these exports would be around 
Rs 35.6 crores. The share of 
finished leather which was 
Rs 30.3 crores in 1974-75 and 
Rs 16.4 crores in 1973-74 has 
improved to Rs 31.1 crores in 
the first ten months of the 
current year. Indian exports 
of all types of footwear, 
amounted to Rs 20 04 crores 
in 1974-75 as against Rs 13.3 
crores in 1973-74. Of these, 
the export value of leather 
footwear and components 
aggregated to Rs 17.46 crores 
in 1974-75, as compared to 
Rs 11.3 crores in 1973-74. The 
rest was accounted for by 
rubber and canvas footwear. 
It is expected that by the end 
of 1975-76, footwear exports 
would show considerable 
improvement in the export 


performance of the previous 
years. 

Recently four types of 
col laborat ion agree ment s 

have been concluded, between 
Indian and European firms for 
up-grading Indian semi-tanned 
leather and high quality fini¬ 
shed leather. Under one 
agreement, the European 
Economic Community mem¬ 
bers would have a joint 
venture with India for export 
or supply down stream for 
export of at least 75 per cent 
of their output after appro¬ 
priate build-up period. Under 
another agreement, the EEC 
firms would have ‘Clinic’ col¬ 
laboration arrangements with 
Indian firms under which EEC 
would provid adequate tifchni- 
caland managerial inputs to 
the Indian firms in exchange of 
exclusive marketing agreement 
in terms of which the prices of 
the finished products would be 
linked through a pre-determined 
formula to the East India 
Tanned Leather Market Index. 

The third variety of collabo¬ 
ration relates to joint enter¬ 
prise arrangements under 
which EEC parties would 
invest not less than 26 per cent 
in the capital of the Indian 
firm and would establish a 
market in the EEC for the 
maketing of the output of the 
joint venture. The fourth 
category of collaboration 
would be in the form of techni¬ 
cal cooperatio i arrangements, 
wh.rc agreed fees or royalties 
would be paid for periods 
exceeding fixe years 

Machine Tool Industry 

The Machine Tool Industry 
has recorded a substantial 
growth in production during 
the first two years of the fifth 
Plan. This is evident from the 
production data of tile follow¬ 
ing years: 1973-74 (last year 
of the fourth Plan) Rs 68.8 
crores; 1974-75 R$92.5 crore; 
1975-76—Rs 105.0 crores; 
Exports which were at & level 
of Rs 4 crores in 1973-74 also 
recorded an incicase to a level 
of Rs. 7 crores in 1974-75. 
During 1975-76, the exports 
arc estimated to be of the 
order of Rs 8.5 crore. 
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COMPANY 

AFFAIRS 


Blue Star 

Notwithstanding suci* ad¬ 
verse factors as the severe 
energy crisis and slackening 
of demand for s^nie of its 
products. Blue Star Ltd has 
reported- impressive improve¬ 
ments in its working results 
during the year ended Dec¬ 
ember 31, 1975. The directors, 
besides stepping up the equity 
dividend to 15 per cent, from 
11 per cent declared for 1974, 
have rewarded the shareholders 
with a three-for-ten bonus 
issue. 

The company's income 
recorded a simrt rise to 
Rs 20.29 crores from Rs 19.94 
crores while the profit before 
depreciation and taxation too 
registered a hands uue increase 
to Rs 125.23 l.ikhs from 
Rs 93.84 lakhs in 1974. 
Out of the gross profit, 
the directors have ear in ir¬ 
ked a sum of Rs 7.78 lakhs 
to depreciation reserve as 
against Rs 7.45 lakhs in 1974 
while the allotment to meet 
tax liabilities has been enchan- 
ccd from Rs 63.00 1 i.khs to 
Rs 80.30 lakhs. No alloca¬ 
tion has been made for deve¬ 
lopment rebate reserve as 
against Rs 0.19 lakh provided 
previously. The net profit, 
after these provisions, was 
still substantially higher at 
Rs37.l5 lakh* as compared 
to Rs 26.20 lakhs in 1974. 
The proposed equity dividend 
will absorb Rs 13.88 lakhs, 
Rs 6.08 lakhs more than in 

1974. 

Pfizer 

Pfizer Limited has announ¬ 
ced its operating results for 
the year ended November 30, 

1975. The total net sales for 
the year amounted to Rs 33.9 
crores against Rs 27.7 crores 
for the previous year. This 
increased sales turnover is 


partly due to price increases 
granted to the company to 
offset, in some measure, the 
significant increases in the 
manufacturing costs. The net 
profit at Rs 1.67 crores for 
J975 (1974—Rs 1.52 crores) 
did not register a growth com¬ 
mensurate with that ol sales 
turnover. As a result, the net 
profit as a percentage of sales 
in 1975 dropped to 4.9 per 
cent as compared to 5.5 per 
cent in 1975. 

Declining Profits 

The company's pr ifitabil.ty 
has b:en declining from year 
l ) year and although the Drugs 
(Prices Control) Order permits 
a pre-tax profit of 15 per cent 
on sales turnover of formula¬ 
tion i, the company's pre-tax 
profit on formulations in 1975 
is even less than half of the 
ceiling rate. Since 1969, the 
year immediately prior to the 
imposition of the Drugs (Pri¬ 
ces Coniroh Order, there has 
been a continuing decline in 
lhe profitability of the com¬ 
pany. This is evident from 
the fad th it the net profit at 
Rs J .86 crores in 1969 worked 
out to 11.3 per ceiu of that 
year's sales and this ratio has 
com 2 down to 4.9 per cent in 
1975. 

The Board of Directors of 
the Company has recommen¬ 
ded a final dividend of Rs 1.93 
per equity share for the year 
ended November 30, 1975. 

The company paid an interim 
dividend of Rc 0,50 puise per 
equity share in 1975. Thus, 
the total dividend for 1975 
works out to Rs 2.40 per 
equity share. The final divi¬ 
dend of Rs 1.93 per share 
will be payable as follows. 
53 paise per equity share 
payable as immediate divi¬ 
dend on and from June 7, 
1976; 70 paise per equity share 
payable as first instalment of 


deferred dividend on and from 
July 5, 1976; 70 paise per 
equity share payable as second 
instalment of deferred divi¬ 
dend on and from July 5, 
1977. 

The net amount of deferred 
dividend will carry interest 
at the rate of 8 per cent per 
annum in accordance with the 
provisions of the Companies 
(Temporary Restrictions on 
Dividends) Act, 1974. 

The company's applications 
for the basic manufacture of 
new products developed 
through Pfizer research abroad 
are pending with the gavern- 
inent and when approved, will 
enable the company to take 
up bisicminufaclure of these 
items within the country and 
thus bring to our people, the 
benefits of new drug dis¬ 
coveries. 

During 1975, the company 
achieved an export performance 
of Rs 83.87 lakhs, thus recor¬ 
ding a significant growth of 
45 per cent over that of 1974. 
During the pasf several years, 
the company's foreign ex¬ 
change earnings through ex¬ 
ports have always exceeded its 
dividend remittances. 

The application for the issue 
of bonus shares as approved 
at the last annual general 
meeting, is pending with the 
government. 

State Bank of 
Saurashtra 

State Bank of Saurashtra has 
reported highly encouraging 
working results during the year 
ended December 31, 1975. De¬ 
posits and other accounts 
advanced by 15.17 per 
cent from Rs 87.02 crores to 
Rs 100.22 crores while advan¬ 
ces expanded by 10.77 per cent 
to Rs 67.69 crores from 


Rs 61.11 crores in 1974. The 
average aggregate deposits in¬ 
creased by Rs 4.89<crores dur¬ 
ing the year as against the rise 
of Rs 8.16 crores in 1974. The 
share of time and demand de¬ 
posits in the total deposits 
accounted for 61.91 per cent 
and 38.09 per cent respectively. 
The sluggish rate of deposits 
accretion was due to severe 
scarcity conditions prevailing 
i n the banks main area of opera¬ 
tion in the first half of the year. 
However with the concerted 
drive aimed at deposit mobili¬ 
sation and improved economic 
condition in the region the 
bank’s deposit performance 
d uring 1976 is expected to show 
substantial improvement. 

Credit Growth 

The maximum level of 
credit growth in 1975 was regis¬ 
tered at Rs 72.43 crores as 
compared to Rs 63.90 crores 
in the previous year, the 
bulk of the increase being attri¬ 
buted lo lending to priority 
sector and food procurement 
operations. The bank’s prio¬ 
rity sector advances viz. agri¬ 
culture, small scale industries 
and small business constituted 
30.29 per cent of the total ad¬ 
vances at the end of 1975 as 
against 28.93 per cent at the 
end of 1974. If export credit 
is also taken into considera¬ 
tion, the lendings for priority 
sectors accounted for 41.71 
per cent of the bank’s total 
advances at the end of 1975 as 
against 39.24 per cent at the 
end of 1974. The bank’s 
average credit deposit ratio 
for the year was higher at 
85.49 per cent as against 75.44 
per cent in the previous year. 
The bank’s investments rose to 
Rs 27.40from Rs 25.46 crores 
while the cash in hand and 
balances with the Reserve 
Bank of India and State Bank 
of India went up to Rs 8.87 
crores from Rs 5.47 crores in 
1974. 

The bank’s operating in¬ 
come increased from Rs 9.37 
crores to Rs 11.72 crores but 
operating expenditure too re¬ 
corded a parallel rise to 
Rs 11.63 crores from Rs 9.26 
crores in 1974. The bank’s 
net profit for 1975, after mak¬ 
ing the necessary and usual 
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provisions was a shade higher 
at ft* ll.lOlakhs as compared 
to Rs 10.$6 lakhs in the 
preceding year. After adding 
Rs 18,662 brought for¬ 
ward from last year, the sur¬ 
plus amount available for ap¬ 
propriation amounted to 
Rs 11.29 lakhs. Out of this, a 
sum of Rs 11.25 lakhs was 
transferred to reserve fund, 
leaving a balance of Rs 3976.02 
to be carried forward. With 
the opening of 10 branches 
during the year, the bank had 
a net work of 177 branches. 
Out of this, as many as 72 were 
located in rural areas followed 
by semi-urban areas with 67 
branches, urban centres with 
23 branches and metropolitan 
centres with 15 branches. All 
in all, the year 1975 turned 
out to be one of magnificent 
achievements and commend¬ 
able performance for State 
Bank of Saurashtra. 

Goodlass Nerolac 

Good lass Nerolac Paints has 
been asked to reduce the for¬ 
eign shareholding in its equity 
capital. The government had 
desired a reduction from 80 
per cent to 60 per cent in a 
year and the Reserve Bank had 
suggested a reduction from 80 
per cent to 40 per cent. The 
company had shown its willing¬ 
ness to reduce the non-resident 
shareholding but contended 
that the process should be a 
gradual one. 

As a first step towards this 
objective, the Lead Industries 
Group Ltd, Loudon, had agre¬ 
ed to sell 25,200 equity shares 
at Rs 143 per share to Gokak 
Patel Volkart. The Reserve 
Bank had approved the sale 
on the condition that five per 
cent of the number of shares 
involved in the sale should be 
sold to the UTI. Meanwhile, 
the company’s turnover for the 
first quarter of 1976 has been 
higher compared to that for the 
corresponding period of 1975. 
Exports were also higher in 
1975-76 than in 1974-75. 

SPIC 

Southern Petrochemical Ind¬ 
ustries Corporation commenced 
production by the end of June, 
1975. The first hundred thou¬ 


sand tonnes of urea were pro¬ 
duced by November 27, 1975, 
i.e. even. during a period 
when plant observation, test¬ 
ing, rectification, etc, were 
being undertaken. The plants 
were shut down between 
December 1, and middle of Ja¬ 
nuary to provide the prime 
foreign contractors of the 
ammonia plant an opportu¬ 
nity to rectify the bottlenecks 
and other deficiencies noticed 
thus far. From the re-start from 
the third week of January 1976, 
the plants have already neared 
the second lac tonnes of urea. 
In this perod the SPIC has 
attained for more than 30 days 
an average production between 
100-110 per cent in the urea 
plant. On 5 days, about 115 
per cent i.e. between 1825- 
1835 M/tonnes per day were 
produced consituting world re¬ 
cord productions from a single 
urea plant. The SPIC has 
thus established very high pro¬ 
ductivity levels not commonly 
achieved by any fertiliser unit 
of similar size within the first 
nine months. 

Rate of Working 

The ammonia plant has 
been working during this per¬ 
iod at about 80 per cent level 
continuously attaining 90 per 
cent level on a few days. This 
also is a gaod rate of working, 
commonly achieved by many 
plants in the first nine months. 
Trial running at 95-99 percent 
have also been made. A few 
bottlenecks have been identi¬ 
fied in the ammonia plant in 
its achieving 100 per cent or 
over 100 per cent capacity and 
arrangements arc being made 
for achieving this production 
by augmenting some «equip- 
ment or with additional equip¬ 
ment through the responsibi¬ 
lity of the foreign contractors 
(Davy Power-Gas of UK) at 
their cost. SPIC has since 
last year no project overun. 

In spite of ail adverse factors 
SPIC sold its entire production 
on cash basis right upto Janu¬ 
ary 1976. Now to stimulate 
fertilizer consumption during 
off-season SPIC has launched 
summer crop campaigns in 
various parts of its marketing 
territory. It has also opened 
depots at strategic points to 


take SPICs agronomical/ex¬ 
tension services along with 
SPIC fertilizers to the door of 
the consumer, i.e. farmer. 

Acid Plants 

The acid group of plants 
have already been commis¬ 
sioned, trial production of Di¬ 
ammonium phosphate has also 
been completed. SPIC is now 
assessing the impact of price 
reductions and subsidy an¬ 
nounced by the government in 
respect of potassic and phos- 
phatic fertilizers and has evol¬ 
ved suitable product mix to 
cater to the farmers* require¬ 
ments at the lowest cost. 
Commercial production of 
these revised NP and NPK 
complexes will begin from 
end-April. 

The government of India 
has constituted a Fertilizer 
Pricing Committee for fixation 
of retention prices for new 
projects. This committee has 
already taken up SPIC’s pro¬ 
duct price fixation on the basis 
of a reasonable return on capi¬ 
tal. In view of SPIC’s mam¬ 
moth production capacity and 
its very large consumption 
(4,70,000 tonnes a year) of 
naphtha, fuel oil and power 
at Tuticorin, the pricing of 
these inputs affected SPIC’s 
feasibility, positively or nega¬ 
tively. Unfortunately Tuti¬ 
corin, Mangalore and Goa 
which were to be declared as 
pricing points as soon as they 
became major ports had not 
been declared so far for the 
purpose of minimal petroleum 
pricing point, and hence the 
prices of these inputs and their 
cost servicing have affected 
SPIC by about Rs 14 crores 
per year. Incidentally as 
against 1.2 tonnes of naphtha 
per tonne of ammonia in the 
ammonia plant SPIC used to 
the extent of l/3rd of the 
input. Fuel oil instead of Naph¬ 
tha, so as to conserve naphtha 
when it is in short-supply as 
endorsed by government in 
1971. The cost of ftiel oil 
against naphtha was around 
180 per cent now when com¬ 
pared to the equal cost of naph¬ 
tha and fuel oil 3 years ago. 

In view of SPIC’s very good 
performance, the government 


of India and government of 
Tamil Nadu have firmly taken 
up measures to adequately 
rectify this anamolous situa¬ 
tion. SPIC has claimed all 
such reliefs with retrospective 
effect. 

Lakshmi-Ruti Looms 

Lakshmi Automatic Loom 
Works Limited, a company 
promoted by Lakshmi Machine 
Works Limited and Mr G. K. 
Devarajulu of the well-known 
Lakshmi Group, is entering the 
capital market on May 10, 
with a public issue of 16,50,000 
equity shares of Rs 10 each 
at par fully underwritten, issue 
will close on May 21, or ear¬ 
lier, but not before May 12. 
The issue is being made to 
finance a part of the company’s 
Rs 9 crore automatic looms 
project, being set up in Hosur 
Industrial Area (Tamil Nadu>, 
on the Bangalore-Madras high¬ 
way. 

The company has been licen¬ 
sed to manufacture 1,800 Ruti 
‘C* type weaving machines per 
annum. The technical and 
financial collaborators are Ruti 
Machinery Works Limited of 
Switzerland. Ruti Machinery 
Works Limited are the world 
leaders in the manufacture of 
textile weaving machines, with 
a proven record of over 132 
years. 

The company has made rapid 
progress in the implementation 
of the project. Civil work at 
the site has already commen¬ 
ced. Plant and machinery 
have started arriving at site 
and erection work has commen¬ 
ced. Initial production will 
commence from January 1977 
and commercial production in 
April-June 1977. 

Mr G. K. Devarajulu, the 
promoter of the company, has 
a unique record of outstanding 
successes in many enterprises 
he has ventured. The com¬ 
panies promoted by him 
Lakshmi Mills Co Ltd, South 
India Viscose Ltd and Lakshmi 
Machine Works Ltd are all 
doing extremely will. 

The company has an export 
commitment of 25 per cent of 
its production during the first 
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year of operation which will 
go up to 50 per cent (900 
looms) in the fifth year. Ruti 
Machinery Works Ltd, the 
company's collaborators, have 
agreed to assist the company 
to export its products. The 
company's product will be 
cheaper in the export market 
in view of the in-built cost ad¬ 
vantages and this will give an 
edge to the company’s product 
in the international markets. 

Cost of the Project 

The project is estimated to 
cost Rs 900 lakhs and is pro¬ 
posed tb be financed by share 
capital (Rs 300 lakhs) of which 
Rs 75 lakhs will be taken up by 
Ruti Machinery Works Ltd. 
the foreign collaborators. 
Rupee Term Loans/Debentures 
from Financial Institutions/ 
Commercial Banks (Rs 420.90 
lakhs), foreign currency loan 
from institutions (Rs 104.10 
lakhs), advances against orders 
(Rs 15 lakhs), central subsidy 
(Rs 15 lakhs) and subordina¬ 
ted unsecured loans from pro¬ 
moters (Rs 45 lakhs). 

In terms of productivity, 
Ruti ‘C’ is capable of giving 
approximately 30 per cent extra 
production, compared to the 
present loom in the market. 

It is anticipated that in the 
fifth five-year Plan period, the 
textile industry in India will 
be installing about 76,000 
looms, out of which 51.000 
looms will be of automatic 
and the balance ofnon-atuo- 
matic nature. According to the 
current trends, the ratio of 
distribution between automatic 
and non-automatic looms is 
1 : 2 . 

This will create a demand 
for 17,000 looms. Further, 
the existing looms in this 
country are rather obsolete 
and need replacement. As per 
the present rate of replace¬ 
ment levels, it is anticipated 
that approximately 21,000 auto¬ 
matic looms will be required to 
meet the replacement demand 
in the next five years. Thus the 
total demand in the next five 
years is expected at 38,000 
looms, which is much higher 


than the comfteny’s installed 
capacity. 

News end Notes 

Lead crystal glassware will 
be manufactured for the first 
time in the country by Eagle 
Vacuum Bottle] Manufacturing 
Co at its complex at Talegaon 
(Maharashtra) in technical col¬ 
laboration with Riedel group 
of companies, Austria, mainly 
for export. The project cost 
is estimated at about Rs 50 
lakhs and production is expec¬ 
ted to commence in about a 
year’s time. 

The company’s vacuum 
flasks are at present being ex¬ 
ported to over 50 countries 
including the USSR, Poland, 
Hungary, Czechoslovakia. 
West Germany, France, UK 
and Japan. Its exports have 
risen from Rs 9.55 lakhs in 
1970 to Rs 40.23 lakhs in 
1975. The company also pro¬ 
poses to set up a Rs 10 lakh 
project for manufacturing 
butane gas cigarette lighters 
mostly for exports. 

Benzaldehyde will be manu¬ 


factured by Morani Chemicals 
from next month by an oxida¬ 
tion process at its plant at 
Kalyan near Bombay. This 
chemical which will be free 
from chlorine is a raw material 
for the pharmaceutical and 
perfumery industries. The com¬ 
pany has developed the process 
itself and will manufacture m 
the first place about 100 ton¬ 
nes per annum. The capacity 
will be stepped up to 200 ton¬ 
nes from the next year. The 
company is simultaneously in¬ 
troducing acetophenone to 
meet the country’s entire re¬ 
quirements. Later it has plans 
to manufacture phenyl acetic 
acid which is required for the 
manufacture of penicillin. 

New Issues 

Usha Atlas Hydraulic Equip¬ 
ment Limited promoted by 
Usha Telehoist Ltd proposes 
to enter the capital market 
shortly with a public offer of 
1,18,750 equity shares of 
Rs 10 each and 5,000—11 per 
cent redeemable cumulative 
preference shares of Rs 100 
each both for cash and at par. 
The object of the issue is to 


«&i$e a part of the finance fo r 
a Rs 70 lakh hydraulic crane 
project. The company has 
received a licence for the manu¬ 
facture of 600 numbers Of 
truck mounted hydraulic cra¬ 
nes and accessories per annum. 

This is the first time m the 
country that truck mounted 
hydraulic cranes will be 
manufactured as this is a new 
concept in the field of mecha¬ 
nical handling. There is a 
growing domestic as well as 
export demand of this type of 
hydraulic cranes due to its 
proven superior performance 
over other conventional mecha¬ 
nical handling equipment. It 
has a wide range of use both 
for defence and civil purposes. 
As such, the company antici¬ 
pates no problem in marketing 
its products profitably. 

The promoting company has 
entered into a collaboration 
agreement with H Weyhausen 
GmbH of West Germany un¬ 
der which the collaborator has 
furnished all technical data 
and other information required 
for the manufacture of cranes 
and accessories thereof against 
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a consultation fee of Rs S lakhs 
in three equal instalments and 
a royalty of three per cent on 
the net ex-factory sale price in¬ 
voiced in each year for a period 
of five years commencing from 
the date of commercial pro¬ 
duction. The agreement pro¬ 
vides a committed sale of 
25 per cent of the company's 
annual production of the spe¬ 
cified products to the foreign 
collaborators. The govern¬ 
ment of India has also allo¬ 
wed equity participation of 
37.5 per cent by the foreign 
collaborator and the com¬ 
pany has obtained the acknow¬ 
ledgement of the Controller 
of the Capital Issues for issuing 
93,753 equity shares out of the 
proposed issue. 

Civil construction is in pro¬ 
gress at the plant which is 
located at Mahestala, 24— 
Parganas of West Bengal. The 
Company expects to go into 
production by end 1976. 

Based on current forecasts, 
the management 'hopes that 
sufficient profits will be earned 
by the company to enable it 
to start declaring dividends 
within a reasonable period 
from the date of commence¬ 
ment of production. 

Mackinnon Mackenzie & 
Company Ltd is Indianising 
itself with an issue of 15,00,000 
equity shares of Rs 10 each 
at par. The offer is open only 
to Indian nationals resident in 
India and must be for a mini¬ 
mum of 50 shares or multiples 
thereof. This issue wilt have 
the effect of diluting the 
foreign shareholding of the 
company from the present 100 
per cent to 40 per cent. 

Of the total issue of 15,00,000 
equiry shares, 1,00,000 shares 
will be aLtottcd to the direc¬ 
tors* friends and the employees 
of the company, on or prior 
to the date of opening of the 
subscription list. The balance 
of 14,00,000 shares are no* 
being offered for public sub¬ 
scription in cash. The sub¬ 
scription list will open on 
May 12,1976 and close on 
May 24,1976 or earlier, but not 
before May 15, 1976. The 
public Issue has been fully 
underwritten. 

The company is engaged in 
a wide range of shipping activi¬ 
ties in each of which it is emi¬ 


nent. For their recent venture 
into Shipowning, Mackinnons 
have shrewdly selected the 
handy-sized bulk vessels that 
have an assured cargo, and 
access to small but important 
high-traffic ports. It is thus 
guaranteed business and profit 
even in a fluctuating situation. 
Mackinnons exports have been 
growing apace in the gulf 
areas. Already, in less than 
a year, the export revenue has 
touched Rs 1.92 crores and 
the company has orders on 
hand for export of seagoing 
craft worth Rs 83 lakhs. 

What also gives the com¬ 
pany a solid and continuing 
profit base is their wide range 
of services such as shipping 
and port agencies, ship brok¬ 
ing, ship management, barge 
owning and operating, ship 
manning, clearing and forward¬ 
ing, airfreight, travel and tour¬ 
ism. This diversification over 
the years has paid off and 
business has developed at a 
rapid and encouraging pace. 

Acquisition of Ships 

The significant feature of the 
diversification and expansion 
programme of Mackinnons for 
which it will employ the 
proceeds of the issue, is the 
acquisition of more handy¬ 
sized ships that Mackinnons 
will own and operate. They 
are specially well-equipped for 
this venture having had over 
100 years of highly profes¬ 
sional experience in this field, 
handling business for the 
famous B 1 (The British India 
Steam Navigation Company) 
and P & O (The Peninsular 
and Oriental Steam Naviga¬ 
tion Company). Mackinnons 
continue to be a part ,of the 
P & O Group, one of the 
world's largest shipping com¬ 
bines—and this gives them 
worldwide access to business, 
and to expertise. 

Polymer Papers is setting 
up a Rs 60 lakhs project at 
Faridabad (Haryana) for the 
processing and impregnation 
of technical filter paper in 
technical collaboration with 
Carl, Schleicher and Schull 
of West Germany. The filter 
paper is at present largely 
imported. It has a variety of 
filtration applications, mainly 
in the transport industry in the 
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internal comnusuon engines. 
The main plant has already 
been imported from West Ger¬ 
many. The company holds a 
licence for manufacturing im¬ 
pregnation and conversion of 
400 tonnes technical filter 
paper. Trial production is ex¬ 
pected to commence by the 
end of May, 1976. 

Capital and Bonu* 

Issues 

Consent has been granted 
to six companies to raise capi¬ 
tal of over Rs 21.23 million. 

The Ahmedabad Kaiser-Hind 
Mills Co. Ltd, Ahmedabad: 

have been accorded consent, 
valid for three months to capi¬ 
talise Rs 618, 700 out of its 
general/reserve and issue fully 
paid equity shares of Rs. 100 
each as bonus shares in the 
ratio of one bonus share for 
every four equity shares held. 

Continental Construction pri¬ 
vate Limited, New Delhi: have 
been accorded consent valid 
for 3 months to capitalise 
Rs 1,200,000 out of its general/ 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
one equity share held. 

BA and Brothers (Estn) Pvt 
Ltd, Calcutta: have been ac¬ 
corded consent, valid for three 
months to capitalise Rs 600,000 
out of its general/reserve and 
issue ftilly paid equity shares 
of Rs 100 each as bonus 
shares in the ratio of one bonus 


snare u>i cvcijr uiiv itjuiijr 

shares held. 

Cutfcst Abrasive Tools Ltd, 
Madras: have been accorded 
consent, valid for thrpe months 
to capitalise Rs 545,000 out of 
its general/reserve and issue 
fully paid equity shares of 
Rs. 100 each as bonus shares 
in the ratio of one bonus share 
for every equity share held. 

Carbon Corporation Limited, 
Bombay: have communicated 
too the government of its pro¬ 
posal to issue under clause 5 
of the Capital Issue (Exemp¬ 
tion) Order, 1969 for Rs 18 
million comprised in 1.8 mil¬ 
lion equity shares of Rs 10 
each for cash at par. The 
object of the issue is to raise 
a part of the finance required 
for the project to be set up in 
Nasik, Maharashtra. 

Eencardio Rite Electronics 
Private Limited, Lucknow: have 
been accorded consent valid 
for three months to capitalise 
Rs 275,000 out of its general/ 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of one bonus share for every 
one equity share held. 

Correction 

On page 805 of Eastern Eco¬ 
nomist dated April 16, 1976, 
in column one, under the 
subhead “Uptrend in Exports'* 
please read Rs 3.28 crores 
and Rs 1.62 crores for 
Rs 3.28 lakhs and Rs 1.62 
lakhs. The error is re¬ 
gretted. 


Dividends (Per cent) j 

Equity dividend j 

VT „ * declared for J 

Name of the company Year ended ----- \ 



Current 

Previous 



year 

year 

Higher Dividend 




Phillips Carbon 

Njv. 30, 1975 

16.0 

12.0 

Blue Star 

Dec. 31, 1973 

15.0* 

11.0 

National Rayon 

Dec. 31, 197a 

14.0 

11.6 

Ugar Sugar 

June 30. 1975 

8.0 

Nil 

Indian Vegetable Products 

Dec. 31, 1975 

20.0 

16.0 

Same Dividend 




Decpak Nitrite 

Oct. 31, 1975 

12.0 

12.0 

Highland Produce 

Dec. 31, 1975 

12.0 

12.0 

Reduced Dividend 



• 

Baroda Rayon 

Dec. 31. 1975 

Nil 

4.8 

Tube Investments 

Dec. 31, 1975 

Nil 

10.0 

Travancore Rayons 

Dec. 31, 1975 

Nil 

16.0 

Special Steels 

June 30. 1975 

4.0 

7.0 

* On the enlarged capital. 
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Amending the 
constitution 

The Swaran Singh Committee 
recently submitted its report 
to the Congress Working Com¬ 
mittee (CWC) on amendments 
to the Constitution of India. 
It indicated that in its view it 
was not necessary to abandon 
the parliamentary system of 
government in favour of the 
presidential system. The CWC 
examined this report in one of 
its recent meetings but did not 
take any final decision in this 
regard. The CWC will meet 
again on May 21, 1976, im¬ 
mediately before the All India 
Congress Committee meeting 
to be held on May 22 and 23. 
It is presumed that the commi¬ 
ttee will have drafted its final 
recommendations by Miy 22. 

The following are tentative 
proposals of the Swaran Singh 
Committee on amendment to 
the Constitution of India: 

I -System of Government : 
Suggestions have been put for¬ 
ward that the present parlia¬ 
mentary system may be repla¬ 
ced by the presidential form 
of government. The commit¬ 
tee is of the view that it is 
unnecessary to abandon the 
parliamentary system in favour 
of the presidential system. 
In a federal set-up. with the 
.kind of regional diversity as 
we have, the parliamentary 
system is the best suited to 
preserve the unity and integrity 
of the country. It also ensures 
greater responsiveness to the 
voice of the people. 

li-Amendment of the Con¬ 
stitution : The framers of the 


Constitution were conscious of 
the need to provide both for 
the mechanism and the power 
to make amendments in the 
Constitution. This was neces¬ 
sary to ensure that the Consti¬ 
tution kept pace with aspira¬ 
tions of the people. It was 
recognised that the conditions 
in India were rapidly changing 
and the country was in a state 
of flux politically and economi¬ 
cally and, therefore, the Con¬ 
stitution should not be too 
rigid. 

Constituent Power 

Article 368 of the Constitu¬ 
tion, as it stands at present 
categorically lays down that 
Parliament may, in the exer¬ 
cise of its constituent power, 
amend by way of addition, 
variation or “repeal any pro¬ 
vision of the Constitution'’ in 
accordance with the procedure 
laid down in the article. The 
language of the article is clear 
and does not, in any way, res¬ 
trict the scope of amendment 
if the provisions relating to 
the requisite majority for pas¬ 
sing an amendment are com¬ 
plied with. 

To place the matter beyond 
doubt, a new Clause may be 
inserted in Article 368 to the 
effect that any amendment of 
the Constitution shall not be 
called in question in any court 
on any ground. The Consti¬ 
tution is the supreme law of the 
country and any amendment 
thereof as provided in Article 
368 is as much a fundamental 
law as is the rest of the Consti¬ 
tution. 

HI— Power of Judicial 
Review: (1) Article 13 of the 
Constitution expressly prohi¬ 
bits the making of any law 
which may be inconsistent with 
or in derogation of any of the 


fundamental rights. Articles 
32 and 226 confer power on the 
Supreme Court and the high 
courts, respectively for the en¬ 
forcement of fundamental 
rights. The legislative power 
of the union Parliament and 
the state legislatures is con¬ 
tained primarily in Articles 
245 and 246. 

The constitutional validity of 
a law may be challenged on 
the ground that the subject- 
matter of the legislation is 
not within the competence of 
the legislature which has pas¬ 
sed the law or that the law, 
or some provision thereof, is 
repugnant to a provision of the 
Constitution. The validity of 
a law can also be challenged 
on the ground that it infringes 
one of the fundamental rights 
contained in the constitution. 

It is the committee’s view 
that the constitutional validity 
of any legislation enacted by 
Parliament or a state legisla¬ 
ture should be decided only 
by the Supreme Court. The 
minimum number of judges of 
the Supreme Court who are to 
sit for the purpose of deciding 
any case involving a question 
of constitutional validity of a 
law shall be seven, and the deci¬ 
sion of the court declaring a 
law invalid must have the 
support of not less than two- 
thirds of the number of judges 
constituting the bench. 

Circuit Bench 

In order to obviate any diffi¬ 
culty which litigants in distant 
part of the country may have 
in approaching the Supreme 
Court in Delhi, it is suggested 
that the court may sit in 
circuit in three other zones 
besides Delhi. 

(2) Article 226 gives very 
wide powers to the high courts 
in the matter of writ jurisdic¬ 
tion. In fact, the high courts, 
enjoy in this matter a wider 
power than even the Supreme 
Court. While the jurisdiction 
conferred on the Supreme 
Court is restricted to the enfor¬ 
cement of fundamantal rights, 
the high courts have been 
given power to issue directions, 
orders or writs not only for the 
enforcement of fundamental 


.rights but also for any other 
purpose. The words 4 and for 
any other purpose' in Article 
226 should be omitted, and 
the relevant provisions amen¬ 
ded accordingly. 

(3) Article 31C provides that 
no law giving effect to the 
directive principles specified in 
Clause (b) or Clause (c) of 
Article 39 snail be deemed to 
be void on the ground that it 
contravenes Article 14, 19 or 
31. It is proposed that the 
scope of the present Article 
31C should be widened so as to 
cover legislation in respect of 
all or any of the Directive Prin¬ 
ciples enumerated in Part IV 
of the Constitution, and that 
such legislation should not be 
called in question on the 
ground of infringement of any 
of the fundamental rights con¬ 
tained in Part III. Provision 
should, however, be made that 
no such law shall affect the 
special safeguards or rights 
conferred on the minorities, 
or the scheduled castes, the 
scheduled tribes or other back¬ 
ward classes under the Consti¬ 
tution. 

Special Tribunals 

(4) The courts should have 
no jurisdiction in relation to 
service matters. Administra¬ 
tive Tribunals may be set up 
both at the state level and at 
the centre to decide cases relat¬ 
ing to the service matters. 
Provision may also be made 
for an all-India Appellate Tri¬ 
bunal to decide appeals. 

(5) Provision may be made 
for setting up an all-India 
Lower Appellate Tribunal to 
decide appeals from labour 
courts and industrial courts, 
and the high courts jurisdic¬ 
tion under Articles 226 and 227 
in this matter may be taken 
away. 

In the matter of constituting 
tribunal referred to in (4) and 
(5) above, it should be ensured 
that they inspire confidence 
among all concerned and that 
the members are persons of 
high standing possessing special 
knowledge and experience in 
the respective fields. The 
objective should be that the 
matters going before these 
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tribunals are decided fairly 
atid expeditiously. 

(6) No writ jurisdiction un¬ 
der Article 32 or Article 226 
shall lie in relation to :— 

(i) any matter concerning the 
revenue or concerning any act 
ordered or done in the collec¬ 
tion thereof; 

(ii) any matter relating to 
land reforms, and procure¬ 
ment and distribution of food- 
grains; 

(iii) election matters. 

(7) The reference to “tribu¬ 
nals” in Article 227 should be 
omitted. 

IV— Disqualification for 
Membership of Parliamentj 
State Legislatures : 

(1) Under Article 329A of 
the Consttiution, disputed elec¬ 
tions in relation to the offices 
of President, Vice-President, 


Automobiles & 


allied industries 


tub automotive sector as a 
whole showed a positive growth 
during 1975-76. Against a 
total output of a little over 
Rs 10216 million of automotive 
equipment in 1974-75, pro- 


Prim? Minister and Speaker, 
hre to be decided by an autho¬ 
rity or body to be created by 
a law of Parliament. It is 
felt that alt questions of dis¬ 
qualification (including the 
period of such disqualification) 
of members, both of Parlia¬ 
ment and of state legislatures, 
should be determined by this 
body or authority. At pre¬ 
sent, this power is exercised by 
the President/Governor after 
consulting the Election Com¬ 
mission and in accordance with 
the Commission's advice. 

The proposed body or 
authority may consist of nine 
members—three each to be 
chosen from thcRajya Sabha 
and the Lok Sabha in such 
manner as may be prescribed 
and three to be nominated by 
the President. 

duction during 1975-76 was of 
the order of Rs 11,575 million 
representing approximately a 
rise of 13 per cent. Even in 
absolute terms, except in the 
case of passenger cars and 
jeeps, the production of all 
other equipment was on the 
positive side. 

Commercial vehicles regis¬ 
tered an increase of 8.8 per 
cent, 3-wheclcr scooters 8.7 
per cent, scooters 27.4 
per cent, motorcycles 14.4 


(2) Article I0l(l) (a) and 
Article 191 (l)(a) in the case 
of manner of State Legisla¬ 
tures] may be amended so as 
to provide that a person shall 
be disqualified for being cho¬ 
sen es, and for being, a member 
of either house of Parliament 
(or either house of a state 
legislature) if he holds any 
office of profit under govern¬ 
ment declared by Parliament 
(or by the state legislature in 
respect of its members) by law 
to disqualify its holder for such 
membership. The existing 
position has led to a great deal 
of uncertainty. 

V—Centre-state Coordina¬ 

tion : 

(1) Agriculture and educa¬ 
tion are subjects of prime im- 

per cent, auto ancillaries 
25 per cent, heavy diesel 
engines 13 per cent, and trac¬ 
tors 7.0 per cent. On the 
export front also the industry 
registered an increase. From 
Rs 548 million worth of exports 
in 1.974-75, exports during 
1975-76 were approximately 
for Rs 664 million. 

In terms of indigenisation 
also the industry has achieved 
a significant progress. As 
against a total expenditure of 


portance to the country's rapid 
progress towards achieving 
desired socio-economic chan¬ 
ges. The need to evolve all- 
India policies in relation to 
these two subjects cannot be 
overemphasised. It is, there¬ 
fore, suggested that education 
and agriculture should be pla¬ 
ced in the concurrent list. 

(2) The centre's help is often 
sought when there is a grave 
situation of law and order in 
a state. If the centre is to be 
able to render help effectively 
to the states in such situa¬ 
tions, it should have the power 
to deploy police or other simi¬ 
lar forces under its own super¬ 
intendence and control in any 
state. Suitable provisions may 
be made in the constitution 
for this purpose also. 

foreign exchange of Rs 1255 
million during 1974-75, outgo 
of foreign exchange for import 
of components and raw mate¬ 
rials etc. during 1975-76 is 
expected to be of the order of 
Rs 968 million only. This 
reduction is significant having 
regard to the fact that during 
1975-76 the industry has regis¬ 
tered a growth of approxi¬ 
mately 13 per cent and during 
1975-76 also almost the same 
growth rate is expected to be 
maintained. 


Tentative Targets of Production and Export for Automobiles and Allied Industries 


Production forecast Targets for Export projections (Rs lakhs) 

SI. Item A/c- 1978-79 - 

No. unit 1974-75 1975-76 Forecast as Actual Estimated Targets 

for indicated 1974-75 1975-76 for 

1976-77 in Inputs 1978-79 

by DGTD Panel of 
Dev. Coun. 


1. 

Commercial vehicles 

Nos. 

' 40193 

2. 

Jeeps 


9628 

3. 

Cars 

#» 

31431 

4. 

3-wheeler scooters 


12210 

5. 

2-wheeler scooters 


883S6 

6. 

Motor cycles 

»» 

61222 

7. 

Mopeds 

M 

31911 

8. 

Tractors 

,, 

31101 

9. 

Power tillers 

It 

2019 

10. 

Diesel engines upto 20 HP 

It 

94849 


20—100 HP 

II 

21734 


100—800 HP 

It 

2594 

11. 

•Auto ancillaries 

Rs. million 

1963 

12. 

Construction & heavy earthmoving 

f f 

9C6 


equipments 




43775 

48000 

66500] 




7133 

8000 

10000}* 

2172 

2435 

3800 

22454 

24000 

40000J 




13278 

17000 

40000) 




112550 

143000 

3000001 

94 

462 

1294 

70165 

76000 

100000f 




34265 

40000 

ioooooJ 




33267 

35500 

52000 

50 

100 

2300 

2430 

3200 

5850 

.— 

— 

_ 

116183 

1232 30 

140000@ 1 




22347 

24200 

37100 ) 

- 1025* 

1300* 

2400* 

2950 

3000 

3900 J 




24S0 

2600 

5000 

2005 

2200 

‘5000 

914 

1027 

1354 

135 

145 

1534 


5481 6143 16028 


g) The Inputs Panel has indicated a target of 5,83,000 Nos. for this range which is by and large reserved for small-scale sector. 
* includes export for petrol engines, power driven pumps and air compressors also. 
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Petroleum in 
1975-76 

In its annual report for 1975- 
76, the ministry of Petroleum, 
government of India, has 
attempted to place the recent 
history of oil prices and the 
availability of oil in perspec¬ 
tive. A detailed assessment of 
the work currently being done 
by the Oil and Natural Gas 
Commission and Oil India Ltd. 
in regard to oil exploration 
has been included. In addi¬ 
tion, steps taken to refine petro¬ 
leum have been outlined. For 
instance, the ten refineries in 
the country processed 21.8 
million tounes of crude oil 
during January-December, 
1975. The public sector refi¬ 
neries processed 16.7 million 
tonnes of crude oil. 

The government has also 
clearly stated its policy regard¬ 
ing effective control over this 
industry in respect of refining, 
tmr Ice ting, exploration and 
production. With the take-over 
of Esso and Burmah Shell, the 
government has acquired con¬ 
trol of about 95 per cent of the 
production and marketing of 
petroleum products in the coun¬ 
try. Currently negotiations 
are being continued for acquir¬ 
ing control over Caltcx, Assam 
Oil Company and Oil India 
Limited. 

Steady Progress 

The report also lists the 
attainments made in the lield of 
petrochemicals. The Indian 
Petrochemical Limited, Baroda, 
has recorded a steady progress 
in the production of DMI\ the 
nnin raw miterial for polyester 
fibre, polyester filament yarn 
and polyester resins. 

The mijor developments in 
the field of petroleum as well 
as petrochemicals are given 
below: 

At the Vienna meeting of 
the OPEC countries held in 
December, 1974, the price of 


crude oil for direct sales by 
the OPEC countries was set 
at 93 per dent Of the posted 
price, after a reduction 
of the posted price prevailing 
during 1974 by 40 cents per 
barrel. As a result, the market 
price of the Arabian Light 
Marker crude was $ 10.46 per 
barrel. These prices were fro¬ 
zen for a period of nine months 
till September, 1975. At the 
subsequent meeting of the 
OPEC countries in September 
1975 in Vienna, a 10 per cent 
increase in crude price was 
announced, enhancing the price 
of Marker crude from $10.46 
to $ 11.51 per barrel. These 
prices are to remain firm for 
another period of 9 months, 
till the end of June, 1976. 


Indian Oil Corporation en¬ 
tered into contracts for the 
supply of crude oil during the 
year 1975 with the National 
Oil Companies of Iran, Iraq, 
Saudi Arabia and UAE as 
indicated below: 

(In million tonnes) 


Iran 

2 

Iraq 

2.9 

UAE 

1 

Saudi Arabia 

1.1 

Total 

7.0 


Apart from this, supplies to 
Madras Refinery Limited (MRL) 
are covered under a contract 
with NIOC/AMOCO of Iran. 
During 1975, imports to the 
extent of 2.6 million tonnes are 
expected to be effected by MRL 
under this arrangement. 

Supplies to Hindustan Petro¬ 
chemicals Limited (HPCL) are 
governed by an agreement for 
supply of crude oil with 
EKX3N. HPCL have imported 
an approximate quantity of 
2.6 million tonnes during 1975 
under this arrangement. 

There, was a progressive re¬ 
duction in the crude oil brought 
in by Burmah-Sheil and G&l- 


tex, during the year 1975 com¬ 
pared to 1974 as shown below: 

(Figures in tonnes) 


Imports made 
during 

Name of the — , , . 
company 1975 1974 

Burmah 

Shell 1,247,947 2,913,843 
Caltex 481,724 1,107,330 


India’s balance of payments 
position has been under severe 
strain as a result of the five¬ 
fold increase in crude oil pri¬ 
ces from 1973. The import 
bill for oil, including pro¬ 
ducts, has increased from 
Rs 194 crores in 1971-72 to 
Rs 1170 crores in 1975-76. The 
increase in the exchange value 
of the dollar vis-a-vis the rupee 
and the 10 per cent increase in 
crude oil prices announced 
by OPEC with effect from 
October 1,1975, have led to an 
increase in the total foreign 
exchange outgo for the import 
of crude during the year, which 
is now estimated to be about 
Rs 1056 crores. As a result 
of these increases, the average 
c.i.f. value of the various cru¬ 
des imported has increased to 
$12.27 per barrel, as against 
the average of $11.22 per 
barrel, during the earlier part 
of the year. 

The Oil Prices Committee 
(OPC) submitted its interim 
report on the February 3,1975. 
One of the important recom¬ 
mendations of the committee 
was that the principle of im¬ 
port parity in the pricing of in¬ 
digenous crude and petroleum 
products should be given up. 
The committee had evolved 
retention prices for each pro¬ 
duct and for each refinery, 
taking into account all rele¬ 
vant factors. Government ac¬ 
cepted these recommendations 
with effect from July 14, 1975. 
However, taking into account 
the prevailing economic situ¬ 
ation, government decided to 
meet the inescapable expen¬ 
diture of the oil industry by 
increasing the selling prices of 
kerosene by five paise instead 


of 11.7 paisa per litre recom¬ 
mended by the OPC and of 
HSD by eight paise instead of 
14.6 paise per litre reoomen- 
ded by OPC. It was also 
decided to increase the selling 

rices of domestic cooking gas 

y Rs 2.50 per cylinder of 
15 kg. instead of Rs 5 per 
cylinder proposed by the OPC, 
The selling prices of Aviation 
Gasoline, Motor Spirit, Avia¬ 
tion Turbine Fuel, Light 
Diesel Oil were kept un» 
changed. 

Price Hike 

Following the decision of 
the organisation of Petroleum 
Exporting Countries to raise 
the prices of crude oil by 10 
per cent fiom October 1, 1975, 
the suppliers of crude oil to 
India from Middle East raised 
their prices by about $ 1 per 
barrel. To meet the inescap¬ 
able additional expenditure of 
the oil industry, governmet 
decided to increase the basic 
ceiling selling prices of Kero¬ 
sene. High Speed Diesel Oil 
and Furnace Oil by Rs 120 
per kilolitre or 12 paise per 
litre with effect from Decem¬ 
ber 1, 1975. The price of 
Liquefied Petroleum Gas 
(LPG) was also increased 
by Rs 2.50 per cylinder of 
10 kg. These increases were 
exlusive of local taxes etc. 

As per the recomdamentions 
of the OPC, an Oil Coordina¬ 
tion Committee was set up for 
administering pool accounts, 
deciding on allocation of crude 
oil and monthly production 
patterns; and coordinating 
transportation arrangements 
for crude oil imports and coas¬ 
tal movements. 

In view of the prevailing 
high prices of crude oil in the 
world market, petroleum in¬ 
puts are being planned care¬ 
fully to keep their growth 
under control. Greater eco¬ 
nomy and efficiency in the 
use of petroleum products 
continues to be given the 
highest priority while essential 
demands are being met fully. 
A close watch was kept 
throughout the year on stocks 
and consumption of various 
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petroleum ' products. As a 
mutt of these measures the 
growth rate in the consump¬ 
tion of petroleum products 
jn 1975 was only 1,4 per cent 
over 1974. 

Government announced a 
special award of Rs 25,000 to 
any one devising a suitable 
kerosene stove which would be 
more convenient to the bous/:- 
Wife and provide better mel 
efficiency. A number ofentvies 
were received and evaluated. 
Unfortunately none of these 
stoves was found to be superior 
to stoves currently available 
in the market. However, the 
Indian Institute of Petroleum 
and the Research and Deve¬ 
lopment Centre of IOC have 
been able to devise a model 
with improved thermal effi¬ 
ciency or 60 per cent against 
35 to 45 per cent of the existing 
stoves in the market. This 
will compare well with the 
efficiency of commonly used 
LPG stoves. Prototype of the 
improved stoves are under 
fabrication and eventually they 
are proposed to be sold through 
the oil companies retail ouiles. 

A high level Committee was 
set up under the Chairman¬ 
ship of Mr K. R. Damle to 
study the existing distribution 
arrangements for petroleum 
products and suggest measures 
for improvements, keeping in 
view the changed situation. A 
new look at the existing distri¬ 
bution system has become 
necessary in the light of some 
of the oil companies coming 
into the public sector. 

Distribution Centres 

A scheme of converting the 
existing petroleum retail out¬ 
lets of the oil companies into 
multi-purpose Rural Distri¬ 
bution Centres was launched 
during the year. Apart from 
selling all petroleum products, 
instead of only high speed die¬ 
sel oil and motor, spirit as 
hitherto these centres will pro¬ 
vide, in addition, tractor repair 
facilities and spare parts, agri¬ 
cultural inputs like seeds, ferti¬ 
lizers, pesticides, insecticides, 
etc. and other essential com¬ 
modities like cycle tyres, tubes 
and other spares*, controlled 
cloth, common household 


drugs, soaps, vanaspati and 
cooking oil, torches and torch 
cells, etc. Outlets located in 
rural and semi-urban areas 
are being selected for this pur¬ 
pose. About 80 such centres 
have been set up so far upto 
December 1975. The number 
will go up to about 400 by the 
end of 1976. In addition, 
Farm Fuel Centres are being 
op:ned in predominantly agri¬ 
cultural areas to provide petro¬ 
leum products and agricultural 
inputs to the farmers. 

Near self-sufficiency was 
achieved during the year in 
affreightment of crude and re¬ 
fined products including coastal 
movements within the country. 
Except for Cochin, crude sup¬ 
plies even to the foreign oil 
company refineries at Bombay 
and Vizag were started during 
the year, in Indian Flag vessels. 
Despite the risks involved, oil 
companies succeeded, for the 
first time, in making arrange¬ 
ments for lightering crude big¬ 
ger vessels to smaller vessels 
on the high seas. 

Marketing Facilities 

Considerable progress was 
made during the year to ex¬ 
pand the marketing facilities 
tor domestic gas. Besides a 
substantial increase in the fil¬ 
ling and storage capacity of 
the existing Shakurbasti plant, 
a new bottling plant was 
commissioned at Kanpur in 
July, 1975. Eleven new tank 
trucks were acquired by IOC 
for bulk transportation of gas 
from Koyali to Shakurbasti. 
Orders for five more tank trucks 
and 60 tankwagons are being 
progressed and supplies are 
expected to commence in the 
first quarter of 1976. Import 
of about 5,000 tonnes LPG 
steel was completed in April, 
1975. This, together with im¬ 
port of the same quantity of 
the previous year, has made 
the availability of cylinders 
adequate for meeting the full 
marketing requirements of IOC 
and other companies. 

During the year the supply of 
LPG was introduced in 32 new 
towns, 76 new agencies were 
awarded and 2.4 lakh new 
consumers were enrolled. Com¬ 
mitment of LPG for industrial 
purposes, where alternative 


(’000 tonnes) 
Variation 


1974 1975 

Item 1973 1974 1975* - 

1973 1974 


I. Crude Oil Production 


1. Total 

7198 

7490 

8283 

-1-4.1 +10.6 

2. ONGC 

4012 

4338 

5128 

+8.1 +18.2 

3. OIL 

3102 

3080 

3087 

—0.7 +0.2 

4. ACC 

84 

72 

68 

—14.2 - 

-3.6 

II. 

, Refinery Throughput 



1. Total 

20518 

20783 

21835 

+1.3 +3.1 

2. ACC 

528 

533 

533 

+0.9 

— 

3. BSR 

4481 

3988 

3528 

—11.0 - 

11.5 

4. ESRO/HPCL 

2912 

3152 

2722 

+8.3 — 

13.7 

5. CORIL 

1113 

1155 

1052 

+3.8 - 

-8.9 

6. Gauhali 

771 

752 

862 

—2.5 - 

1-6.6 

7. Barauni 

2659 

2817 

2898 

+5.9 - 

-2.9 

8 Gujarat 

3531 

3715 

4036 

44.7 - 

-8.6 

9. Haldia 

— 

- . 

1125 

— 

— 

10. CRL 

1068 

2345 

2442 

+J9.2 +4.1 

11. MRL 

2535 

2325 

2697 

-7.2 +16.0 

III. 

Refinery Production 



1. Total 

19125 

19303 

20530 

4-0.9 +6.4 

2. Light Distillates 

3404 

3339 

3571 

—1.9 - 

f-6.9 

L P. Gas 

259 

278 

323 

+7.3 +15.1 

Motor Gasoline 

1647 

1293 

1223 

—21.7 - 

-5.2 

Naphtha 

1368 

1648 

1914 

+10.5 +16.1 

3. Middle Distillates 

9805 

10159 

10522 

+3.6 +3.6 

Kerosene 

2631 

2352 

2325 

—22.0 - 

-13.3 

Aviation Turbine 






Fuel 

851 

808 

911 

-5.1 -1 

-12.7 

High Speed Diesel 

5339 

6034 

6240 

+19.7 +3.4 

Light Diesel Oil 

1079 

1084 

888 

+0.5 - 

-18.1 

4. Heavy Ends 

5916 

5808 

6437 

—1.9 H 

-10.9 

Furnace Oil 

2571 

2884 

3456 

+12.2 - 

-i9:8 

Fuel Oil (total) 

3931 

4743 

5084 

+7.9 - 

[-19.8 

Lubes Oil 

292 

396 

355 

+35.6 - 

-10.4 

Bitumen 

1167 

875 

697 

*-•25.2 - 

-20.2 

Pctrloum Coke 

131 

132 

157 

' +0.8 - 

[-18.9 


IV. Consumption of Petroleum Products 


1. Total 

23687 

23015 

23347 

—2.8 +1.4 

2. Light Distillates 

3491 

3322 

3564 

-4.8 +7.3 

LPG 

263 

282 

324 

+7.2 +14.9 

Motor Gasoline 

1605 

1258 

1258 

—21.6 

— 

Naphtha 

1454 

1624 

1835 

-1-15.7 +13.0 

3. Middle Distillates 

11004 

11200 

11488 

+1.8 -| 

(—2.6 

Kerosene 

3451 

2850 

3034 

—17.4 - 

-6.5 

ATF/Jet-A-I 

798 

799 

876 

+0.1 - 

-9.6 

HSDO 

5193 

6229 

6549 

+19.9 - 

-5.1 

LDO 

1360 

1142 

872 

—16.0 — 

23.6 

4. Furnace Oil 

4542 

4296 

4221 

—5.4 - 

-1.7 

5. Fuel Oils (total) 

5932 

5705 

5749 

—3.8 +0.8 

6. Lubes & Greases 

635 

489 

439 

—23.0 - 

10.2 

7. Bitumen 

1134 

857 

717 

—24.4 -—16.3 

8. Petroleum Coke 

133 

103 

129 

—22.6 +25.2 

9. Others 

154 

152 

137 

—1.3 - 

-9.2 

10. R.B.F. 

1204 

1187 

1123 

—1.4 ■ 

-5.4 
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fuel can be used, and in organi- 
cd establishments like hotels, 
canteens, restaurants, hospi¬ 
tals, etc. where cooking is 
done by employees, is dis¬ 
couraged. Oil companies have 
been advised to gradually with¬ 
draw LPG suppplies from such 
establishments wherever allo¬ 
wed in the past. 

To prevent malpractices by 
unscrupulous dealers and deli¬ 
very men, IOC has devised an 
improved seal which will pre¬ 
vent tempering of cylinder 
valves. Arrangements are 
now being made to get this 
fixed on cylinders at all filling 
stations of IOC and Bharat 
Refineries Limited. 

Oil companies have also in¬ 
tensified checks both, at the 
filling stations and at dealers' 
showrooms/godowns. Surveys 
were made by the IOC in 
major towns to assess the ex¬ 
tent of customer satisfaction 
with existing arrangements 
and obtain suggestions for 
improvement. Consumer Ser¬ 
vice Cells were started 
in IOC's district and regional 
offices to give prompt atten¬ 
tion to complaints and improve 
the service through a closer 
contact with consumers. 

Regular Supplies 

To avoid temporary disloca¬ 
tion in supplies, particularly 
in the Bombay area during 
refinery shutdowns, import of 
spiked crude was allowed as a 
special case for processing on 
an experimental basis in the 
HPC refinery. Results of this 
experiment were highly satis¬ 
factory and helped in saving 
considerable customer incon¬ 
veniences during the shutdown 
of HPC refinery in March- 
April, 1975 and of Burmah 
Shell refinery in November, 
1975. 

The Oil and Natural Gas 
Commission (ONGC) and Oil 
India Limited (OIL) are the 
two principal agencies for oil 
exploration and production in 
the country. ONGC is a 
satisfactory body with its 
sphere of operations extending 
country-wide including the 
off-shore areas. OIL is in the 
joint sector and has been opera¬ 
ting in certain portions of 


Assam and Arunachal Pradesh. 
The Assam Oil Company 
(AOC) in the private sector 
produces marginal quantities 
of crude oil from its fields in 
Assam. 

The annual rate of pro¬ 
duction of crude oil from the 
Assam and Gujarat oil fields 
of ONGC has been stepped up 
from 4.5 million tonnes last 
year to around 5.20 million 
tonnes in 1975-76. Efforts made 
during the year to increase 
the production from ONGC's 
oil fields have thus resulted in 
an increase of over half a 
million tonnes of crude oil 
annually. OIL has main¬ 
tained the rate of production 
from its oil fields at 3.08 mil¬ 
lion tonnes per annum as pro¬ 
grammed. The current indi¬ 
genous production is thus of 
the order of 8.2 million tonnes 
per annum. 

Oil Exploration 

ONGC's long-term pro- 
gamme of oil exploration and 
production during the current 
decade is based on the Joint 
Techno-economic Plan, which 
was prepared in the early 
seventies with the assistance 
of Russian experts. The on¬ 
shore programme included in 
the fifth Plan period is, in fact, 
based on this. This offshore 
programme has been intensi¬ 
fied following the significant 
discovery of oil in Bombay 
High. The total indigenous 
production from ONGC’s oil 
fields both on-shore and off¬ 
shore by 1978-79 is expected 
to be around 12 million tonnes 
per annum. 

The fifth Plan work pro¬ 
gramme lays emphasis on 
secondary recovery measures 
in the western region, the 
development of the new 
oil fields in the eastern 
region a phased development 
of the Bombay High structure. 
OIL is expected to maintain 
its production at an annual 
rate of 3.08 mmt throughout 
the Plan period. Together with 
this, the indigenous sources 
are thus expected to yield about 
15 mmt crude oil during 1978- 
79. However, considering 
that the demand for petroleum 
products is expected to be 
higher, there is need to dis¬ 


cover new oil resources and 
bridge the gap between the 
demand and supply of crude 
oil. 

The fifth Plan programme 
envisages that at least 70 to 100 
million tonnes of additional 


rec<Werie&<reservc$ are establi¬ 
shed by the end of 1978-79. 
As a result of the exploration 
efforts made in the eastern 
and western regions and also 
in Bombay High, there has 
been an overall increase in the 
initial and the balance recovera- 


Import of Crude Oil and Petroleum Products 

(Qty : ’000 tonnes) 
(Value : CIF value in Rs crores) 


Products 

Qty. 

Value 

Qty. 

Value 

Qty. 

Vahie 

1. Light Distil- 

lates 

217 

8.07 

87 

6.39 

39 

7.04 

of which: 

Naphtha 

173 

5.43 

50 

1.69 

— 

— 

2. Middle Dis- 

tillatcs 

1478 

87.04 

1224 

104.01 

1229 

118.72 

of which: 

Kerosene 

886 

31.25 

852 

72.75 

657 

67.74 

3 H. S.D. O. 

291 

8.72 

268 

22.79 

272 

50.98 

L.D.O. 

301 

7.07 

104 

8.47 


— 

.. Heavy Ends 

2040 

32.92 

1638 

99.19 

912 

63.03 

of which; 

Furnace oil 

1944 

25.49 

1533 

82.88 

833 

48.63 

Lubes 

96 

7.43 

105 

16.31 

79 

14.40 

4. Total (POL 

Products) 

3735 

88.03 

2049 

209.79 

2180 

188.79 

5. Crude Oil 

13443 244.56 

13972 

899.36 

13669 

957.91 

Total Imports 

17178 

332.59 

16921 

1109.15 

15849 1146.70 


Exports Including Re-Exports of Petroleum Products 

(Qty. : *000 tonnes) 
(Value : Rs crores) 


Products 

1973 

1974 

1975 

Qty. 

Value 

Qty. 

Value 

Qty. 

Value 

1. Light Ends 

13.6 

0.55 

130.7 

12.70 

90.6 

5.79 

Naphtha 

4.5 

0.19 

123.7 

12.09 

90.9 

5.55 

Gasoline 

9.1 

0.36 

7.0 

0.61 

1.7 

0.24 

2. Middle Distil- 







lates 

40.8 

4.67 

156.5 

4.95 

29.9 

2.78 

Kerosene 

156.1 

1.88 

38.6 

3.35 

13.6 

1.28 

A.T.E. 

3.8 

0.13 


._. 

— t 


H. S. D. O. 

68.8 

2.32 

11.9 

1.03 

7.9 

0.72 

L. D. O. 

12.1 

0.34 

6.0 

0.57 

8.4 

0.78 

3. Others 

0.6 

0.13 

15.2 

1.72 

43.2 

3.56 

Asphalt/Bitumen Neg. 

0.02 

9.4 

0.73 

33.2 

2.11 

Lubes/Greases 

10.1 

0.04 

3.1 

0.45 

9.9 

1.43 

Wax 

0.5 

0.07 

2.7 

0.54 

0.1 

0.02 

Total Products 







(PLO) 

155.0 

5.35 

202.4 

19.37 

165.7 

12.13 
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Me reserves <jf oit and gai in 
tlae country. ■ The increase in 
the balance { recoverable re¬ 
serve of oil during 1974 had 
been of the order of 20 million 
tonnes which compares favour¬ 
ably with the Plan objective. 
The available oil reserves are 
still not sufficient to meet 
folly the demands anticipated 
in the future. Intensification 
of efforts to add tp our crude 
oil reserves substantially and 
stepping up the crude oil pro¬ 
duction as speedily as possible, 
continued to be treated as mat¬ 
ters of the highest national 
importance and urgency. 

There has been an all round 
effort to intensify oil explora¬ 
tion efforts in areas where ex¬ 
ploratory work has already 
been taken up and to extend 
exploration activity to new 
areas which has not hitherto 
been investigated in detail. In 
the onshore areas, emphasis is 
laid on exploration of deeper 
prospects in the producing 
areas on land, intensification of 
exploration in areas on land 
where no oil has been found 
hitherto and modernisation of 
the techniques and equip¬ 
ment. While exploratory dril¬ 
ling has continued without in¬ 
terruption in the eastern and 
the western sectors, drilling 
operations have been extended 
to new areas like the Kashmir 
Valley and West Bengal. Ex¬ 
ploratory drilling in Tripura 
has led to the discovery of gas 
and its potential is being asses¬ 
sed by drilling and testing a 
few more exploratory appraisal 
wells. 

Exploratory Wells 

In Bombay High where oil 
was discovered last year, ex¬ 
ploratory drilling has been step¬ 
ped up. Two mobile drilling 
vessels charter/hired for the 
purpose have been deployed 
for this work. It is proposed 
to drill 20 exploratory wells 
in all by the end of 1976 so that 
the various structures in the 
Bombay High may be delinea¬ 
ted accurately and their full 
oil potential assessed. In addi¬ 
tion, a special project for ex¬ 
ploration in the Deeper Con¬ 
tinental Shelf (DCS) west of 
Bombay High extending up to 
water depths of 200 metres has 


been taken up. Seismic sur¬ 
vey of the area has been com¬ 
pleted and depending on the' 
results of these surveys, explo¬ 
ratory drilling may be taken 
up during 1976-77. 

On the basis of seismic sur¬ 
veys conducted by ONGC, 
several independent structures 
were delineated off the western 
coast. One such structure is 
located about 70 km. west of 
Bassein. The drilling on this 
structure was commenced on 
the February 11, 1976 and the 
well has been projected to a 
depth of 2300 metres. After 
drilling about 1714 metres, a 
71 metre thick lime-stone sec¬ 
tion containing oil and gas 
has been encountered. The 
preliminary testing indicated 
good production characteris¬ 
tics. In order to get a quick 
idea of the potential of the 
Bassein structure as well as the 
prospects of the neighbouring 
area, a programme has been 
chalked out for commencing 
exploration and appraisal dril¬ 
ling without losing any time. 
The exploratory-cum-assess- 
ment drilling will be com¬ 
pleted b> October 1976. 

New Areas 

In the Bcngal-Orissa and 
Kulch off-shore basins where 
contracts have been awarded 
to two foreign firms for oil 
explosation and production, 
exploratory drilling has com¬ 
menced. Detailed geophysi¬ 
cal investigations conducted 
last year and this year in these 
areas gave indication of struc¬ 
tural possibilities. Drilling of 
the second exploratory well in 
each of these areas is now in 
progress. A third production 
sharing contract has now been 
awarded to a Canadian group 
of oil companies for explora¬ 
tion and production in the 
Cauvery off-shore basin. The 
contractor is expected to 
commence exploratory drilling 
operations in this area very 
shortly. Meanwhile, ONGC 
has acquired its own seismic 
survey vessel, “Anweshak” with 
the help of which the remaining 
areas of the Continental Shelf 
are being surveyed in phased 
manner. “Anweshak” has al¬ 
ready surveyed portions of the 
Cauvery off-shore and is pre¬ 


sently engaged in geophysical 
surveys ot the continental shelf 
north of Bombay High. 

The high prices of crude oil 
point to the need for minimising 
the gap between the discovery 
of oil and its exploration. As 
such pending the assessment 
of the full potential of the 
Bombay High structure, 
ONGC has now taken steps 
to commence commercial pro¬ 
duction from Bombay High 
towards the ena of 1975-76 
and progressively increase the 
production rate of about 2.0 
million tonnes per annum by 
the end of 1976-77. 

First Phase 

First phase of the de¬ 
velopment of Bombay High 
consists of the fabrication 
and installation of one 
well-cuni-production plat¬ 
form, three well platforms, 
one flare jacket, two single 
buoy mooring systems and 
i 'iter connect i ng su bmar i ne 
piplines. Eleven directional 
development wells will be dril- 
1-d by“Sagar Sam rat” and a 
second jack-up unit that has 
now been h : red for this pur¬ 
pose. Crude oil will be ship¬ 
ped from a storage tanker to a 
coastal refinery, fn this phase, 
associated gas is expected to be 
produced at the rate cf 0.6 
meum per day. With a view 
to minimise flaring of this 
gas and thus avoid wastage of 
this valuable natural resource, 
plans arc under way to com¬ 
mission a feasibility study for a 
moduler package for extrac¬ 
tion of LPG, the idea being 
that the unit would be moun¬ 
ted on the wcll-cuni-production 
platform. This would help 
save 25 per cent of the gas by 
weight. Studies are also un¬ 
der way to expedite the trans¬ 
port of the associated gas to an 
on-shore termial and to opti¬ 
mise the utilisation of the gas. 

During the year, ONGC has 
intensified its oil explorations 
overseas. On the basis of the 
results of the geophysical sur¬ 
veys conducted in the area 
taken on contract with the Iraq 
National Oil Company (1NOC), 
ONGC has taken up drilling 
of the first exploratory well. 
The well has been drilled so 
far to a depth of aboul 3000 


metres and further drilling is 
in progress. INOC has awar¬ 
ded a contract to ONGC to 
conduct 2000 line kilometer of 
seismic surveys in an area 
adjacent to its service con¬ 
tract area. Further, ONGC 
has recently entered into a 
drilling contract with the Tan¬ 
zanian Petroleum Develop¬ 
ment Corporation (TPDC) to 
drill an exploratory well in 
Songo-Songo Island in Tanza¬ 
nia. 

There are ten refineries in 
operation including Haldia re¬ 
finery, the fuel sector of which 
went into commercial product¬ 
ion in January, 1975. The 
lube sector of this refinery is 
expected to be completed by 
June, 1976. With the com¬ 
missioning of the Haldia re¬ 
finery, the refining capacity in 
the country reached the level 
of 27 million tonnes per annum. 

The approved plans for ex¬ 
panding the refining capacity 
in the fifth Plan include a 
one-million tonne refinery at 
Bongaigaon in Assam, expan¬ 
sion of Koyali refinery by three 
million tonnes and a new grass 
root refinery at Mathura with 
capacity of six million tonnes. 
The work on these projects is 
in progress and on their ccm- 
pletion. the refining capacity 
in the country will increase to 
37 million tonnes. 

Refining Capacity 

The ten refineries in the 
country processed 21.8 million 
tonnes of crude oil during 
Jan nary-December, 1975. Out 
of this 16.7 million tonnes 
was processed in the seven 
public sector refineries and 6.1 
million tonnes in the three 
private sector refineries. 

Detailed studies made last 
year to optimise production 
from refineries arc being fur¬ 
ther continued and action pur¬ 
sued. The Oil Coordination 
Committee has been entrusted 
with making continuous efforts 
to improve refinery yield pat¬ 
terns. Studies are also being 
made to evolve the most econo¬ 
mic crude mix patterns to 
match the facilities at each 
refinery. 

Government has declared 
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their intention of acquiring 
effective control over the oil 
industry, bath in refining and 
marketing and in exploration 
and production. The first step 
was taken in this direction in 
March 1974 when we acquired 
the assets and operation of 
Esso in India. With the take¬ 
over of Burmah Shell, govern¬ 
ment has assumed effective 
control of about 95 per cent of 
the production and marketing 
of petroleum products in the 
country. 

Negotiations are in progress 
for acquiring similar control 
over Caltex, Assam Oil Com¬ 
pany and bil India Limited. 

Daring the first half of the 
year, 1975, the petrochemical 
industry was still undergoing 
the impact of unprecedented 
increase in the price of essen¬ 
tial raw materials. The im¬ 
pact on the industry was accen¬ 
tuated by general inflation re¬ 
sulting in lower market 
demands, for petrochemicals. 
The position, however, con¬ 
siderably improved during the 
latter half of the year. The 
consumers resistance for the 
products which had been in 
evidence earlier was gradually 
disappearing and the market 
for various petro-caprolactum, 
synthetic fibres and thermo¬ 
plastic resins. 

Lower Production 

While in some sectors the 
production during the year 
remained stagnant or declined, 
in others there were significant 
increases. The production of 
benzene, methanol polysty¬ 
rene and PVC was lower than 
that in 1974. The production 
of chemicals and synthetic rub¬ 
ber based on alcohol remained 
almost at the same level. In¬ 
creases were recorded in the 
production of DMT, capro- 
lactuin, synthetic fibres and 
thermoplastic resins. 

The Indian Petrochemicals 
Corporation Limited, Baroda, 
continued steady production 
of DMT which is the main raw 
material for polyester fibre, 
polyeste. filament yarn and 
polyester resins. The pro¬ 
duction of DMT during the 
year was 15,352 tonnes. The 


production of ortjkoxylene had 
to be kept low due to its poor 
off-take. 

The excise duty on DMT 
which was levied in August, 
1974 was withdrawn. 

The prices of petrochemi¬ 
cals during the year have been 
essentially steady. Prices of 
some thermo-plastics fell while 
the prices of polyester staple 
fibre registered an increase. 
The price of caprolactum was 
brought down at the instance 
of this ministry. 

The Gujarat State Fertilizer 
Company produced 13,832 ton¬ 
nes in 1975, of captroiactum 
which is the main raw material 
for the nylon industry. 

Additional Capacity 

During the year additional 
capacities for the manufacture 
of phenol (35,000 tonnes/an¬ 
num), vinyl acetate monomer 
(32,000 tonnes/annum), chloro- 
methanes ( 6,000 tonnes/an¬ 
num), beta naphthol (5,120 ton¬ 
nes/annum), acrylates ( 2,000 
tonnes/annum), BON acid 
(1,400 tonnes/annum), dime¬ 
thyl aniline (2400 tonnes/an¬ 
num), oxoalcohols ( 10,000 ton¬ 
nes/annum), and nitrile rubber 
(1500 tonnes / annum), V. 
P. Latex (1050 tonnes/annum) 
were sanctioned. 

The Indian Petrochemicals 
Corporation Limited was 
incorporated on March 22, 
1969, to develop petrochemi¬ 
cals projects based on feed¬ 
stock available from refineries. 

The company is at present 
engaged in implementing the 
first petrochemicals complex 
in the public sector, near 
Baroda. The complex consists 
of the followig projects : 

(a) Aromatics Project. 

(b) Olefins Project. 

1 . Naphtha Cracker Unit. 

2 . Pyrolysis Gasoline Hydro¬ 
genation Unit. 

3. Benzene Extraction Unit. 

4. Butadiene Extraction 
Unit. 

(c) Downstream Units of the 
Olefins Project: 

1. Low Density Polyethy¬ 
lene. 


2. Polypropylene. 

3. Ethylene Glycol. 

4. Polybutadicne Rubber. 

5. Acrylonitrile. 

6 . Acrylic Fibre. 

(d) Detergent Alkylates. 

The utilities and offsite faci¬ 
lities for the down-stream units 
have been integrated. 

Research and develpment 
with accent on application 
development, plant operation 
improvement and copolymer 
development has also been 
instituted 

The different units in the 
Aromatics Project went into 
production during 1973-74. 
During the year, the produc¬ 
tion of various items was as 
under : 

The Olefins project consists of 
a naphtha cracker (with an esti¬ 
mated annual throughput of 
450,000 tonnes of naphtha) and 
associated units for the extrac¬ 
tion of benzene and butadiene 
and hydrogenation of pyrolysis 
gasoline. All these units will 
result in the ultimate annual 
production capacity of : 

Tonnes 

Ethylene 130,000 

Propylene (polymer 
grade) 33,000 

Propylene (chemical 
grade) 33,230 

Butadiene 18,100 

Benzene 24,000 

Light pyrolysis 
gasoline 29,300 

Heavy pyrolysis 
gasoline 34,600 

Raffinate 8,200 

Carbon Black 

feedstock 17.900 

In order to utilise the various 
gaseous streams and other 


liquid products available 
froftt the Olefins project, 
government have approved the 
setting up of the following 
downstream unitsin the Gujarat 
complex to be implemented by 
Indian Petrochemicals Corpo¬ 
ration Limited. 

Low Density Polyethylene 
project envisages the estab¬ 
lishment of a plant for 
the manufacture of 80,000 ton¬ 
nes per annum of this 
product. The foreign col¬ 
laborators for this project are 
M/s. Aquitaine Total Organic 
(ATO) and M/s. Compagnie 
Francaise d* Etudes et de 
Construction T e c h n i p 
(TECHNIP) France. 

Polypropylene project en¬ 
visages the establishment 
of a plant for the manu¬ 
facture of 30,000 ton¬ 
nes per annum of Poly¬ 
propylene resins. The foreign 
collaborators for this project 
are : M/s. Montedison 
(Techiniont), Italy. 

Ethylene Glycol project 
envisages the establishment 
of a plant for the manu¬ 
facture of 20,000 tonnes 
per annum of Ethylene Glycol, 
2,400 tonnes per annum of 
Polythethylene Glycol and 
5,000 tonnes per annum of 
purified Ethylene Oxide. The 
foreign collaborators for this 
project are: M/s. Halcon Inter¬ 
national Inc., USA. 

Polybutadiene Rubber pro¬ 
ject envisages the establish 
ment of a plant for the 
manufacture of 20,000 ton¬ 
nes per annum of high-cis 
Polybutadicne rubber. The 
foreign collaborators for this 
project arc : M/s. Polysar Inter¬ 
national, Switzerland and M/s. 
Polymer Corporation, Canada. 

Acrylonitrile project envis¬ 
ages the establishment of a 
plant for the manufacture 


Production Production 
Product during during 

1974 (MT) 1975 (MT) 

Di-Methyl Terephthalate (DMT) 12,745 15,553 

Orthoxylene 11,749 3,933 

Mixed-xylene 2,154 3,962 

Para-xylene _ 9 919 
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of 24*000 tonnes per anum 
of Acrylonitrile. The foreign 
collaborators for this project 
are: M/s. Prospect Inter- 
natioal CA, Venezuela and 
M/s Badger BV, Netherlands. 

Acrylic Fibre project envis¬ 
ages the establishment of 
a plant for the manufacture 
of 12,000 tonnes per annum 
of Acrylic fibre. The foreign 
collaborators for this project 
are: M/s. Asahi Chemical 
Industry Co Ltd, M/s. Kobe 
Steel Ltd, and M/s. C. Itoh 
(all of Japan). 

Detergent Alkylate project 
envisages the establishment 
of a plant for the manu¬ 
facture of 30,000 tonnes per 
annum of Detergent Alkylates. 
The foreign collaborators for 
this project are M/s. Uni¬ 
versal Oil Products Com¬ 
pany, USA. 


advanced stage of construction. 
The presently assessed mecha¬ 
nical completion schedules for 
these projects ate as under : 


Name of the 
project 


Expected 
date of 
mechanical 
completion 


Olefins Project December, 

1976 

Low Density Poly- December, 
ethylene Project 1976 

Ethylene Glycol January, 

Project 1977 

Polypropylene January, 

Project 1977 

Acrylonitrile April, 1977 

Project 

Acrylic Fibre April, 1977 

Project 

Polybutadicne January, 

Rubber Project 1977 
Detergent Alkylate February, 
Project 1977 


The Olefins Project and its 

downstream units are at an The revised project cost esti- 


mates are presently under exa¬ 
mination. 

A one million tonnes refinery 
and a petrochemical complex 
is under construction at Bon- 
gaigaon in Assam. Its imple¬ 
mentation is now with a sepa¬ 
rate company, Bongaigaon Re¬ 
finery and Petrochemicals Ltd, 
since February, 1974. 

The refinery will comprise a 
crude distillation unit, a kero¬ 
sene treating unit and a coker 
and coke colcination unit. The 
petrochemicals part will com¬ 
prise a xylenes complex,, a 
DMT unit, a polyester fibre 
unit and a polyester film unit. 

The refinery is expected to be 
commissioned in 1977-78 and 
the petrochemicals part there¬ 
after. 

A project for the manufac¬ 
ture of polyester filament yam 
at Baroda with a capacity of 
3,530 lonnes/annum (to be 


increased to 7,000 tonnes/ 
annum in the second phase), 
is under implementation at 
Baroda by Petrofils Coopera¬ 
tive Ltd—a multi-unit co¬ 
operative society registered in 
September, 1974. This is a 
joint venture in which govern¬ 
ment and the cooperative sec¬ 
tor would participate in the 
equity capital in the ratio of 
60 : 40. This would be the big¬ 
gest polyester filament unit in 
the country. The plant will have 
two major units—the poly- 
condcnsation unit where DMT 
is converted into polyester chips 
and the spinning unit where 
these chips are melt spun into 
filament yarn. The spinning 
section is due for mechanical 
completion in December, 1976 
and is expected to commence 
commercial production in 
early 1977. The polycondcnsa- 
tion unit is expected to be 
mechanically completed by the 
second quarter of 1977. 
The revised project cost esti¬ 
mates are Rs 24.76 crores. 


Installed Capacity and Production During 1974 and 1975 


SI. 1974 1975 

No. Name of Industry/Item Unit -- - 

No. of Installed Production No. of Installed Production 
units capacity units capacity 


*A) PETROCHEMICALS 
1. Organic Heavy Chemicals 


1. Acetone 

Tonnes 3 

21644L 

17945 

3 

21644L 

15515 

2. Benzene 

10 

94000 

7C5'-9 

10 

94000 

73303 

3. Butadiene 

1 

7200 

4765 

1 

7200 

5164 

4. Butyl Acetate 

4 

7230 

3817 

4 

7230 

3563* 

S. Butyl Alcohol 

4 

16250 

4646 

4 

16253 

5453- 

6 . Diacctone Alcohol 

2 

5 <00 

3129 


5800 

2336 

7. Diethylene Glycol 


600 

671 


690 

732 

8 . Dichloro Ethane 


50000 

37510 


53900 

29361 

9. Dripolenc A & B 


5000 

2992 


5300 

3615 

10. Ethylene 


75000 

73103 


75000 

66326 

11. Ethylene Oxide 


12000 

10597 


12.300 

10340 

12. Monoethylene Glycol 


10000 

7481 


10000 

7719 

13. a-Ethyle Hcxanol 


9600 

6638 


<3630 

7822 

14. Methanol 


37500 

2865) 


37500 

27031 

IS. Methyl Isobutyl Ketone 


3700 

1289 


3700 

866 

16. Isopropanol 


150OL 

1512 


1500L 

1352 

17. Phenol 

2 

16000 

11531 

2 

16000 

8606 

18. Phthahc Anhydride 

3 

15300 

8486 

3 

15300 

5653 

19. Polyethylene Glycol 

1 

1000 

713 

1 

1000 

860 
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Installed capacity an* Production Daring 1974 and 1 * 73 —<C<wtfrt) 


si. 

No. 

Name of Iddustry/Item 

Tin it 


1974 



1975 



No. of 
unit 

Installed 

capacity 

Production 

No. of 
unit 

Installed Production 
capacity 

20. 

Propylene 

Tonnes 

2 

42000 

37245 

2 

42000 

33309 

21 . 

Styrene 


2 

24000 

11947 

2 

24000 

10672 

22 . 

Toluene 

> t 

9 

25755 

13S09 

9 

21575 

13972 

23. 

D.M.T. 


1 

24000 

12745 

1 

24000 

15553 

24. 

Ortho-xylene 


1 

21000 

11749 

1 

21000 

3933 

25. 

Para-xylene 


1 

17000 

7720 

1 

17000 

i 1919 

26. 

Mixed xylene 


1 

2500 

2159 

1 

2500 

3962 

27. 

Vinyl Chloride 


1 

30000 

18340 

1 

30000 

16071 

23. 

Caprolactum « 

9 9 

1 

20000 

2316 

1 

20000 

13832 



2 . 

Synthetic Fibres 





1 . 

Nylon Staple Fibre 


1 

930 

6 

1 

930 

174 

2 . 

Nylon Filament Yarn 


8 

15736 

10153 

8 

15736 

13581 

3. 

Nylon Idl. Yarn (Tyrecord) 

9 % 

2 

3790 

1693 

3 

5790 

3814 

4. 

Polyester Fi. Yarn 


4 

1806 

1238 

9 

2166 

2233 

5. 

Polyester Staple Fibre 

9 9 

5 

25300 

7923 

5 

25300 

14315 



3. 

Synthetic Rubber 





1. 

Synthetic Rubber 

9 9 

1 

30000 

17918 

1 

30000 

22958 



4. Plastics (Raw Materials) 





I. 

Thermosefa 








1. 

M. F. Moulding Powder 

9 » 

3 

I490L 

102 

3 

1490L 

116 

2 . 

P. F. Moulding Powder 


3 

6200L 

4506 

3 

6200 

3792 

3. 

IJ.F. Moulding Powder 


4 

5150 

1646 

4 

5150L 

1766 

4. 

C.A. Moulding Powder 

99 

2 

7200 

1366 

1 

7200 

1003 

II. 

Thermoplastics 



* 

• - 




1. 

Polyethylene L.D. 

9 « 

2 

25000 

26546 

2 

25000 

28735 

2 . 

Polyethylene H D. 

II 

1 

23000 

24616 

1 

20000 

21012 

3. 

Polyestyrenc 

tt 

2 

17500 

9848 

2 

17500 

9091 

4. 

P.V.C. Resin 

99 

5 

65700 

47432 

5 

64700 

42884 




(B) DYES 






1. 

Azo Dyes 









(/) Acid Azo 


5 


602 

5 


517 


(ii) Direct A/ > 


8 

3431 

2039 

8 

3431 

1510 


(iii) Mordant Dyes 

9 9 

4 


39 

4 


40 

2 . 

B isic Dyes 

9 9 

6 

987 

716 

7 

1037 

517 

3. 

Disperse Dyes 

9 9 

7 

505 

258 

7 

515 

284 

4. 

Fast Colour Bases 


5 

1364 

957 

6 

1364 

1159 

5. 

Food Colours 


3 

109 

51 

3 

109 

36 

6 . 

Ingrain Dyes 

99 

4 

275 

82 

5 

315 

84 

7. 

Niphthels 

99 

4 

1235 

1229 

4 

1285 

1369 

8. 

Oil Soluble Colours 


3 

176 

47 

3 

176 

41 

9. 

Optical Waitening Agents 

99 

6 

953 

625 

6 

1230 

580 

10 . 

Organic Pigment Colours 


8 

2403 

1714 

8 

2403 

1410 

n. 

Pigment Emulsions 

99 

5 

2300 

2193 

5 

2300 

2319 

12. 

Reactive Dyes 


7 

1200 

1203 

7 

1250 

1324 

13. 

Stabilised Azoics 


2 

685 

94 

2 

685 

135 

14. 

Sulphur Dyes (Including Black) 


3 

2502 

560 

3 

2502 

949 

15. 

Vat Dyes 

9 9 

5 

1509 

1171 

1 

1509 

1140 

16. 

Solubilised Vat 

99 

4 

370 

127 

4 

370 

148 


L. Licensed Capacity. * Provisionall. 

Note: —Data on installed capacity as reported by DGTD. 
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Carborundum Universal. 
-accepted leaders in Abrasives 
for some very good reasons 


Widest range of abrasives 

From the largest to the smallest. In a variety of shapes 
and gradings. Each impeccable in quality. Answering 
your every grinding need. 



Innovative brains 

To raise your productivity to optimum lovels. 
Every year new techniques and new 
products are initiated. Lately—Rubber 
Bonded Wheels and Ball Grinding Wheels. 
In the offing are Super Finishing Stones. 



Service - 

before & after sale 

Like the Integrated Abrasive System—deve¬ 
loped to solve your grinding problems. With 
expert advice on aJUhe factors, from choice 
of raw materials to use of the right tools 
and techniques. 


Research for tomorrow 

The answers are being found to tomorrow's 
challenges in our Research and Develop¬ 
ment Wing. 

It's all a part of being leaders in the field. 
Whatever your grinding problem, call the 
man from Carborundum Universal. He is 
always ready and qualified to help. 






#1 UJ1 B pj PJJ II IVI pi | | |1J| Manufacturers of Quality Bonded and Coated Abrasives, 

■ li U Wlvl Abrasive Grains, Calcinod Bauxito and Super Refractories. 

LIIMIVERSAL LTD. madras • CALCUTTA > Bombay > newdelhi 


Service-conscious suppliers of basic tools for industry. 
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Identity of views 

The dialogue between the captains of industry and the representatives of 
government at the 49th annnal session of the Federation of Indian Chambers 
of Commerce and Industry (FICCI) clearly brought out not only the broad 
identity of views on various subjects but also the determination to march for¬ 
ward in complete harmony in the larger interests of the nation. The President, 
Mr Fakhruddin Ali Ahmed, who inaugurated the session on May 1, 1976, in 
the over-crowded hall of Vigyan Bhavan, reminded the businessmen that the 
progress of the nation was not the responsibility of the government alone and 
that all sections of society, whether industry, trade, worker or farmer had to 
carry on their tasks with devotion and discretion, He however conceded the 
point that government policies were required to create the right environment in 
which national work was carried out to secure the well-being of all citizens, 
more particularly the less privileged. 

Earlier, while welcoming the President, Mr Harish Mahindra, President of 
the FICCI, had unequivocally acknowledged the fact that it was not government 
alone that had to attune policy to development. Industry too, he added, had 
to reorient its attitudes and adopt new techniques. He listed no less than six 
points through which industry could play a more useful role in furthering" the 
process of industrialisation. 

First, Mr Mahindra wanted the entrepreneurs to endeavour to raise larger 
finance from the public by marketing shares, particularly in rural areas. The 
President, Mr Fakhruddin Ali Ahmed, had endorsed this viewpoint and had urged 
the industry “to make a sincere effort to raise resources on its own”. Mobilisa¬ 
tion of savings equal to one per cent of the national income, in his opinion, 
would provide finance to industry equal to nearly Rs 600 crores which would 
help to make the process of industrial development self-reliant. 

Second, Mr Mahindra urged the industry to give utmost attention to 
improvement in quality, reduction in costs and efficiency in distribution. The 
President, Mr F.A. Ahmed, while commending the evolution of techniques and 
know-how suited to the stage of development which we have achieved, suggested 
the adoption of such development processes as would ensure “maximum effi¬ 
ciency, minimum costs and fair distribution.” 

Third, Mr Mahindra asked the fellow industrialists to undertake research 
for Indianising technology and adopting anti-pollution measures. Surely, the 
private sector units, barring a few enlightened business houses, had tended to 
neglect this important aspect. However, the FICCI awards for outstanding 
research in .different fields had tended to enthuse the researchers in both the 
public and private sectors and the President, Mr F.A. Ahmed, congratulated 
the Federation for rewarding those who had attained distinction in this area. 

The other three points made by Mr Mahindra related to the setting up of 
consultancy services, the provision of liberal assistance by large units to small 
units so as to make the latter “technically efficient and financially viable” and 
the giving of full support by trade to its constituents. Surely, there could be no 
disagreement between industry and government on all of these, signifying remark¬ 
able sameness in approach. 

The President, Mr F.A. Ahmed, felt that the FICCI could be rightly proud 
of its achievements and that, its Golden Jubilee Year, was the time for introspect 
tion and planning “a more purposive role in the socio-economic programmes 
that are being framed by the government.” A Golden Jubilee Organisation 



Committee has already been formed un¬ 
der the chairmanship of Mr B.M. Biria. 
It is now for this committee to chalk 
out a programme which may not only 
highlight the role that the Federation 
has played in industrialising the country 
but should also indicate the lines on 
which it will work in the concluding 
years of this century. 

perspective plan 

Mr Mahindra in his address made a 
reference to a ten-year prospective plan 
listing substantial expansion in the 
production of steel, cement and power. 
Some of the targets indicated did appear 
ambitious but it would be worthwhile for 
the Golden Jubilee Committee to pool 
together its resources and even induct 
some from the universities and the 
research institutions and prepare the 
blue-print of an Economic Plan which 
should spell out the shape of things to 
come in this country by the end of the 
current century. Cowed down by the 
failures of recent years, the Planning 
Commission had turned timid in out¬ 
look. Let the Federation indicate if 
the country could raise its per capita 
gross national product to at least 
US $1,000 by the year 2000 AD as 
against the current level of US $120. 

While Mr Mahindra’s address was 
marked by a spirit of cooperation and 
friendliness, it did exhibit some uneasi¬ 
ness regarding the under-utilisation of 
capacity in industry due to the recession¬ 
ary tendencies in some sections of in¬ 
dustry. In Mr Mahindra’s words, “rec¬ 
ession implies waste of capital, and more 
importantly waste of human re¬ 
sources”. There could be no two 
opinions on the wasteful character of 
recession which, in Mr Mahindra’s 
view, had made idle capital equipment 
valued at Rs 6,000 crores. It did not 
hurt industry and the shareholder 
alone; it also adversely affected the 
tax revenue of the government which 
in turn subdued the development plans 
of the government. 

What was the way to bring the reces¬ 
sion to an end ? Mr Mahindra sugges¬ 
ted the use of money and credit “to 


irrigate economic activity”. And for 
this, he suggested an increase of 
Rs 1,600 crores of bank credit to 
industry and trade. He felt that the 
supply of this much credit would bring 
about the desired impact on the health 
of industry. The President, Mr F.A. 
Ahmed, refused to buy this prescription. 
He made a reference to the bitter 
.experience of a high-speed inflation in 
1972-73 and felt that it would be too 
dangerous to allow the inflationary for¬ 
ces to regain strength once again. 
Thus, the government’s case was that it 
would inject only as much money in the 
system as would not allow the demon 
of inflation to raise, its head again. 

It seemed that Mr Mahindra had 
perhaps overshot the mark. Granted 
that during the past one year prices had 
tended to fall despite the increase in 
money supply with the public and that 
the usual money-price relationship had 
not prevailed, could a sum of Rs 1,600 
crores be injected into the system at 
this time without hurting the price 
level ? And in the same breath, he 
advocated the cheapening of credit by 
reducing the interest rate to 11 or 12 
per cent. Both of the suggestions may 
be technically feasible but there was 

Sugar policy 

Even with adequate supplies of cane, 
the sugar industry will be achieving a 
production of only 4.230 million 
tonnes in 1973*76 crushing season 
as compared with the all-time record 
of 4.794 million tonnes established in 
1974-75. The country can ill-afford 
this drop in output as exports can be 
raised to even 1.5 million tonnes in 
1976-77 (financial year). In 1975-76, 
actual exports were around 1.3 million 
tonnes having a value of Rs 450 
crores. In 1974-75, exports were a little 
over 800,000 tonnes valued at Rs 339 
crores. Because of the failure of 
sugar mills to repeat the performance 
of the last season, the carry-over of 
1.221 million tonnes from the last 


certainly some doubt about their being 
financially possible. 

But to say this is not to deny the 
fact that the deepening gloom in indus¬ 
try needs to be removed by slowly 
increasing the doses of credit, step by 
step. By a process of trial and error, 
the incremental credit over the next 
half year may be around Rs 600-800 
crores. Only after it is proved that the 
resulting increase in production has 
nullified the inflationary impact of this 
rise in money supply, that the process 
of inducting additional credit should 
be continued. 

While supporting the resolution on 
fiscal and monetary policies, Mr K.K 
Biria (see page 1013) drew a graphic 
picture of the anaemic state of the eco¬ 
nomy which in his view needed a good 
tonic. He also said that flow of 
money was vital for rapid industrialisa¬ 
tion —no one would disagree with him 
on this —and he also, like Mr Mahindra, 
suggested an increase in credit, though 
neither he nor the resolution set any 
limits to it. Liberalisation of credit 
policy undoubtedly was the key to the 
revival in demand but without sacri- 
cing the gains which the economy has 
made on the price front. 

needs change 

season will have to be eaten into for 
sustaining internal consumption of 
3.550 million tonnes and exports of 
1.3 million tonnes. 

The carry-over at the end of 
September this year may not thus 
be more than 600,000 tonnes, which 
is a dangerously low level. With 
the monthly ofT-take around 400,000 
tonnes, including exports, and a low 
level of production in October and 
November, acute scarcity may be 
experienced in the next crushing 
season if immediate steps are not 
taken to raise output to over 5.0 
million tonnes or even 5.2 million 
tonnes. On account of an increase in 
the incomes of the agricultural sector 
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and the sqope/or maintaining exports 
around the present levels there will 
have to he a minimum output of S.0 
million tonnes in 1976*77 if the export 
effort is not to be thwarted or internal 
consumption restricted. 

The scope for maintaining exports 
around 1.5 million tonnes annually in 
the forseeable-fixture has made it im¬ 
perative that the output cannot decline 
to below 5.0 million tonnes at any 
stage. With internal consumption 
likely to increase at the rate of 400,000 
tonnes yearly, if a five per cent growth 
in national income is sustained, the 
target for production by 1980-81 will 
have to be at least 6.5 million tonnes. 

n«w trend 

The importance of establishing a 
new trend in production, after the 
spectacular performance in 1975-76 
has not been realised and the tinkering 
with policies pertaining to the fixation 
of levy prices for sugar and the pay¬ 
ment of remunerative prices to cane- 
growers in the last season has been 
mainly responsible for the setback 
sutained in 1975-76. The Tariff Com¬ 
mission’s formula for determining levy 
sugar prices on a statewise basis has 
not been fully adopted and the 
Bhargava Commission s recommenda¬ 
tion for equal sharing of profits 
realised on sales of free sugar between 
sugar mills and cane growers, has also 
not been properly implemented. Even 
when the equal sharing principle was 
accepted the share of the growers was 
larger than 50 per cent as levy sugar 
prices were lower than the realistic 
level on the basis of minimum price 
for cane, reasonable conversion 
charges and a minimum return on 
employed capital. 

An unusual procedure was adopted 
in July last year when an entirely new 
concept was introduced for fixing levy 
prices. The government assumed a 
fixed cane price for each region on the 
basis of ad hoc payments by sugar 
mills and it was also assumed that an 
average price would be realised for 


free sale sugar. The levy prices were 
then adjusted on the assumption that 
reasonable profits will be available if 
the assumed average price for free sale 
sugar is realised. As no adequate 
allowance was made for conversion 
charges and return on capital (after 
taking into account the interest 
burden), and as open market prices 
realised were less than the assumed 
average, sugar mills in many regions 
have suffered a severe setback. 

The anticipated decline in sugar 
output in the current season to 4.250 
million tonnes from 4.795 million 
tonnes in 1974-75 is mainly on account 
of Uttar Pradesh and Bihar in north 
India and Tamil Nadu in the southern 
region. The output of UP and Bihar 
will be declining by 309,000 tonnes to 
1.334 million tonnes and that of 
Maharashtra, Karnataka, Andhra 
Pradesh and Tamil Nadu by 237,000 
tonnes to 2.399 million tonnes. Other 
states will be making the same record 
contribution, the estimate of produc¬ 
tion for 1975-76 being 513,000 tonnes 
against 515,000 tonnes in the previous 
season. Uttar Pradesh and Bihar have 
not fared well even with adequate 
supplies of cane (particularly in western 
and centra] regions of UP) and the 
grant of fairly high levy prices. 

largo diversion 

The absence of excise duty rebate 
for early and late season crushing and 
severe competition from the manu¬ 
facturers of khandsari and gur have 
resulted in a large diversion of cane 
from factory areas. Even after the 
downward revision in levy prices, south 
Bihar will still be getting Rs 286.62 
per quintal and yet its output is 
expected to be lower at 4000 tonnes. 
North Bihar has a levy price of 
Rs 240.67 per quintal and an output of 
170,000 tonnes. Central UP has a 
levy price of Rs 176.03 per quintal and 
its output will be dropping to 450,000 
tonnes from 607,000 tonnes. Only 
Maharashtra in the tropical states will 
be achieving a higher output of 1.6 
million tonnes against 1.519 million 


tonnes, even with a levy price of. Rs 
142.96 per quintal against Rs 156.99 
per quintal for 1974-75. This rate was 
however not fully applicable for that 
season, as there was a short downward 
revision in the price in July last. 
Karnataka and Andhra Pradesh however 
are suffering from competition from 
khandsari and gur producers and it 
has not also been considered pro¬ 
fitable to prolong the crushing season 
in the absence of excise duty rebate. 
Tamil Nadu could not have in any 
case fared well as there had been a 
large diversion of area under cane for 
cultivation of rice. Also due to the 
prevalence of drought conditions some, 
acreage formerly under cane had to 
be switched over to other crops requir¬ 
ing less water. The output of Tamil 
Nadu will thus be only 174,000 tonnes 
against 384,000 tonnes in 1974-75 and 
443,000 tonnes in 1973-74. The poor 
performance of sugar mills in Tamil 
Nadu was also on account of lower 
recovery and competition from gur 
producers. 

rebound oxpocted 

It can certainly be expected that 
there will be rebound in production in 
Tamil Nadu with the cultivation of 
cane in a larger area. Maharashtra 
cannot probably be expected to 
maintain the recent improvement in 
performance as additional production 
can be achieved only with a prolonga¬ 
tion of the crushing season. Under 
optimum conditions, the four states of 
Tamil Nadu, Andhra Pradesh, 
Karnataka and Maharashtra can easily 
account for 3.2 million tonnes. UP on 
its part can repeat the performance of 
1969-70 when it established a peak 
output of 1.624 million tonnes. Bihar 
cannot achieve more than a marginal 
increase in output, while other states 
can be expected to contribute their 
600,000 tonnes. There is, thus, scope 
for raising production to even 5.6 mil 
lion tonnes underfavourable conditions. 

Even assuming that the area 
under cane in Tamil Nadu will not 
increase to the previous levels in 1976- 
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77 and only In 1977*78 normalcy will 
be restored with the prevalence of 
reasonable prices for rice, it should be 
possible to achieve an output of 5.4 
million tonnes in the next season. 
Only if this level can be attained 
internal consumption can be allowed 
to rise to 3.8 million tonnes and 
exports of 1.4 million tonnes achieved. 
The carry-over can then increase to 
800,000 tonnes or at least prevented 
from being reduced if for any reason 
the output of sugar is not more than 
5.2 million tonnes. 

The policy in regard to the fixation 
of minimum price for cane and the 
administration of partial control have 
to be properly streamlined apart from 


Inaugurating the Jute Manufactures 
Development Council in Calcutta 
on April 18, Prof. D.P. Chatto- 
padhyaya, the union minister of 
Commerce, expressed surprise at the 
fact that the Council was not thought 
of earlier even though the industry was 
a premier export earner and had a 
crucial role to play in the economy of 
the eastern region. The minister 
seemed to suggest that the government 
had no responsibility for the delay in 
setting up the Council. However, he 
heartily welcomed its formation on the 
principle “better late than never”. 
But what arc the prospects for the 
effective functioning of the Council ? 
How soon will it be able to achieve at 
least some of its major objectives ? 

Mr J.P. Goenka’s presidential 
address at the inaugural function gave 
the impression that though the Council 
had been entrusted with responsibilities 
over a wide field it was unlikely to be 
able to deal with them effectively due 
to the paucity of funds. He referred 
to the “very inadequate financial re¬ 
sources” that would be available to the 


careftil examination of incidence of 
differential excise duties. In the altered 
circumstances, the desired incentives 
should be provided for Maharashtra, 
Karnataka, Andhra Pradesh and Tamil 
Nadu as they are now accounting for 
over 55 percent of total production with 
the share of Bihar and UP being less 
than 35 per cent. A refashioning of 
the policy relating to pricing of cane 
and levy sugar and duties on levy 
sugar, re-sale sugar and khandsari has 
become imperative and early decision 
should be taken in order to eliminate 
many uncertainties that now exist. It 
will ensure a defined rate of growth in 
sugar production, it will also be 
highly helpful if the new decisions are 
announced in the next few weeks. 


Council. He said that the net amount 
that could be collected from the cess 
at the present rate would be hardly 
sufficient to maintain the existing 
level of activity of the Indian 
Jute Industries' Research Association. 
He suggested that the possibility of 
collecting the cess through self- 
assessment by the industry as in the 
case of excise duty realisation should 
be examined since this procedure would 
save the payment of collection charges 
of Rs 8 lakhs to the government. 
The union ministry of Finance should 
agree to this arrangement so that it 
could help to augment the availability 
of funds with the Council for promoting 
research and other activities. 

Mr Goenkaalso proposed that the jute 
industry should consider the possibility 
of increasing the cess when its viability 
improved and that, in the meantime, 
the Council of Scientific and Industrial 
Research should cQntinue its matching 
grant, taking the cess as industry's 
contribution. But the prospects of the 
industry achieving viabilty seem to be 
rather remote. As Mr Goenka said, 


“The greatest^ threat to the existence of 
the jute industry today is the lack of its 
viability. The losses suffered in 
manufacturing and marketing the 
products at the current levels of cost 
and sale prices are eating into the very 
vitals of the industry. Revival can 
only come if the industry is financially 
capable of undertaking development 
projects. The responsibility for the 
present state of the industry should be 
shared both by the government and the 
industry. Whenever we have intro¬ 
duced fiscal reliefs this has always been 
done too late. The industry also has 
not taken advantage of periods of 
prosperity to modernise its equipment 
and reduce costs”. 

reduction of costs 

Prof Chattopadhyaya rightly empha¬ 
sised the need for the industry to 
reduce its costs. He explained how 
this was to be achieved. “Reduction 
of cost of manufacture”, he said, 
“need not necessarily mean a reduction 
in the prices being paid to the various 
inputs like raw material and labour. 
Reduction in cost will have to be 
brought about, more effectively, by 
increasing productivity. Reduction in 
wastage, for example, will lead to 
savings in raw material consumption 
and measures for increasing the produc¬ 
tivity of labour will bring down the 
proportion of wage cost to the total 
cost of manufacture”. Mr Goenka 
also referred to the importance of cost 
reduction but he pointed out that in 
this process both the government of 
India and the state governments 
concerned should also play their part 
He regretted that the yield per acre of 
jute had not registered any significant 
breakthrough in the last 20 years. He 
said that “more dynamic action is 
required on the part of the state 
governments and the concerned 
agencies of the central government”. 

The union Commerce ministry should 
take a keen interest in this aspect and 
persuade or pressurise the state 
governments to give greater attention 
to increase the yields of raw jute and 


Will Jute Council 

deliver the goods? 
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improve its quality. The government 
of India should also provide 
substantial financial assistance to the 
industry to expedite its modernisation 
schemes. Equally important it is for 
the industry to secure the active 
cooperation of labour in implementing 
the rationalisation programme. Prof 
Chattopadhyaya did not refer to this 
aspect. How far will his ministry be 
able to help the industry to rationalise 
its labour complement and fix the 
work-load at realistic levels ? Will the 
government of West Bengal be 
prepared to offer its full cooperation 
to the industry in improving the pro¬ 
ductivity of labour ? 

state trading 

Prof. Chattopadhyaya revealed that 
the union government had asked the 
State Trading Corporation to enter the 
jute goods export trade. But why did 
he not mention this proposal in his 
prepared speech ? Was it because the 
government had not taken a final 
decision at the time when the speech 
was under preparation ? Tt seems 
doubtful whether the Commerce ministry 
has evolved clear and definite ideas as 
to the items that the STC should 
handle and the markets on which it 
should concentrate. The minister 
referred to the “very stiff competition” 
that the industry was facing from 
synthetics and the need for “aggressive 
salesmanship". Caution therefore is 
necessary in order to ensure that the 
STC's entry does not dislocate the 
trade channels or create uncertainty 
among exporters in India as well as 
importers in foreign countries. In any 
case, why was the Commerce ministry 
in a hurry to take a decision about 
the entry of the STC into the jute 
goods export trade? Should not the 
ministry have referred this question 
to the Development Council and 
sought its views ? 

Mr Goenka said that the Develop¬ 
ment Council would deal with all 
aspects of research, development, 
training, export promotion, standardisa¬ 
tion, cost control, quality control, produ¬ 


ctivity and product diversification. Prof. 
Chattopadhyaya said that it would be 
“unwise” on the part of the Council to 
attempt to give attention to all these 
functions. He suggested that the 
Council should concentrate on those 
functions “which are of immediate 
importance, thereby seeking to make 
an impact which would be of benefit 
both to the industry and the nation". 
But the Commerce ministry could have 
laid down some broad guidelines to 


the Council regarding the order of 
priority in which it should take up 
problems. Neither Prof. Chatto¬ 
padhyaya nor Mr Goenka said any¬ 
thing about the Development Council 
maintaining liaison with the jute 
industry in Bangladesh. As Dacca 
is also concerned with the threat from 
synthetics, it will be to the advantage 
of both countries if they cooperate 
with each other in undertaking pro- 
grammmes of research. 


The Talcher giant 


Energetic efforts by a manage¬ 
ment to bring on stream a giant 
industrial project without much over¬ 
shooting the scheduled time of 
commissioning depends to no small 
extent on close cooperation from all 
concerned, particularly from the major 
suppliers of equipment; more so if the 
project is located in a backward area 
lacking in adequate infrastructure 
facilities, which in itself is no small 
hinderance to the completion of a 
project according to a tight time-table. 
It, therefore, is not at all surprising 
that the commissioning of the 
Fertilizer Corporation of India’s 
Talcher project, which has already over¬ 
shot the original three-year schedule end¬ 
ing in June, 1975, is likely to be delayed 
by at hast six months from even the 
revised deadline of completing it by the 
middle of the current calendar year. On 
current assessment, the first of the two 
streams of the project is expected to 
be ready for integrated trials only by 
December next. The start of com¬ 
mercial production from this stream 
may take another six months by which 
time, it is hoped, the second stream 
also would be ready for trial runs. 

The delay from the revised schedule 
of completion is said to have been 
caused by two main factors. First, on 
advice from the West German col¬ 
laborators, Messra Krupp-lCoppers, 
the design of the coal gasifiers—unlike 


the Sindri project which in the early 
1950’s produced fertilizers from coke, 
the Talcher unit is based on the coal 
gasification process—had to be 
modified in the light of the experience 
of a similar plant in Johnesberg, South 
Africa, which pioneered the commercial 
exploitation of the new technique of 
coal gasification. 

The modification, of course, is 
stated to have been carried out quite 
expeditiously. The current delay 
is attributed primarily to the lack 
of adherence by the indigenous suppliers 
of some critical equipment to the new 
supply schedule given to them. The 
prospect of completing the project’s 
first stream by the end of December, in 
fact, depends on the delivery of the 
above critical equipment in the next 
three months. If the supplies are 
delayed further, the upsetting of the 
Deccmber-cnd completion schedule too 
is not ruled out. The imported equip¬ 
ment is more or less all on the site; 
most of it has also been erected. 

With a view to cutting short further 
delay in commissioning the project, it, 
of course, is heartening to note that 
sectoral testing of the equipment 
already installed has been taken up. 
Among the units already completed 
are included the nitrogen compressor 
complex, the coal preparation unit, 
water treatment plant, main power 
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receiving station, demineralised water 
plant and one service boiler. While 
the latter four have already been tested 
individually to the extent possible, the 
former two are undergoing trial runs. 
The trial runs of the nitrogen com¬ 
pressor started about a fortnight ago 
during the visit to the project of a 
press party from Delhi of which this 
writer was a member. The civil works 
of the project had been almost com¬ 
plete by then. The mechanical equip¬ 
ment work had been completed to the 
extent of81 percent, the piping work 
to the order of 87 per cent and electri¬ 
cal work to the extent of about 93 per 
cent. A better idea of the progress of 
construction can be had from the fact 
that even the instrumentation work had 
been completed to nearly 78 per cent. 
Insulation work was taken up in 
March last. It is progressing well. 

capital cost 

As could be expected, the delay in 
completion has had its impact on the 
capital cost of the project. Originally 
estimated to cost Rs 94.6 crores with a 
foreign exchange content of Rs 33.3 
crores, the scheme would have cost 
approximately Rs 149.6 crores with a 
foreign exchange compcnent of Rs 43.3 
crores had it been completed by June 
last year. The major factor responsible 
for this escalation in cost was the 
inflationary tendencies in the economy 
which not only pushed up the prices of 
indigenous materials and equipment 
but also labour and other costs. On 
expectations that the project would be 
completed by December next, it is 
now estimated to cost Rs 162 crores, 
out of which the foreign exchange 
expenditure would come to about 
Rs 45.5 croses. This cost, however, 
includes an expenditure of Rs 6 crores 
for putting up a fourth, standby 
gasifier and another Rs 2 crores on the 
setting up of the argon recovery plant. 
The expenditure of the fourth gasifier 
was not included either in the original 
or the last June-end completion 
schedule estimate, but that on the argon 
recovery unit was included in the latter 


estimate, though not in the original 
one* 

Another fact that is said to have 
pushed up both die last year's and the 
current estimates is that contrary to 
the original arrangement of the state 
government meeting the raw water 
requirements of the project on unit 
payment charges, the project authori¬ 
ties have been obliged to spend nearly 
Rs 2.5 crores on ensuring these supplies 
on their own through constructing a 
pump house at the nearby Bramhani 
river. A small part of this expenditure, 
of course, is likely to be reimbured by 
the state government if water supplies 
are shared by the industrial estate being 
established in the neighbourhood of 
the project. Since the arrangements 
for water supply have been made by 
project’s management, it has asked for, 
quite legitmately, exemption from the 
proposed levy of water cess by the 
state government. 

The escalation in cost is bound to 
affect the economics of the project. Its 
break-even point is stated to have 
already shifted from the original 52 
per cent capacity utilisation to nearly 
60 per cent. On current estimates, the 
project is expected to yield 17.71 per 
cent return on equity while running on 


Nearly there quarters of the year have gone 
by since the end of the war and the movement 
of goods and services across political frontiers 
and across the oceans has not yet become as 
free as might have been wished for. The demand 
has changed from war to peace materials. 
Reconversion has therefore to be got on a 
large scale before any trade in the peace 
time goods can be resumed in any considerable 
volume. The war has left a legacy of scarcities 
of several commodities especially those generally 
in common and widespread demand and use, 
thus necessitating continuance of controls. But 
the general tendency is one of increased relaxa¬ 
tions. About the end of the last year the com¬ 
bined Raw Material Board and the Combined 


90 per cent capacity utilisation. The 
pay-back period is now assessed at 
seven years. Had the break-even point 
remained around 52 per cent, both the 
return on equity and the pay-back 
period would have been significantly 
better. 

In retrospect, however, the decision to 
go in for coal-based fertilizer plants has 
not been injudicious though when 
the decision was taken in the late 1960s, 
several misgivings were entertained 
about the feasibility of such projects 
due to their high capital costs. The 
hike in crude oil prices in 1973 and the 
escalation in the costs of setting up 
new fertilizer plants based even on 
petroleum feedstock in the last two 
years have almost wiped out the 
investment disadvantage of both the 
Talcher project and its twin at Rama- 
gundam, in Andhra Pradesh, vis-a-vis 
the new petroleum-based units. The 
current estimates of their capital costs 
around Rs 162 crores compare with 
Rs 150-155 crores needed for putting 
up a new naphtha-based plant of similar 
capacity and Rs 180-185 crores fora 
fuel oil-based units. The Talcher 
project’s production cost at the current 
coal price is now estimated around 
Rs 903 per tonne, compared to Rs 912 


Production and Resources Board have been dis¬ 
continued. A limited number of industrial 
material and products that are still in short 
supply have compelled joint international con¬ 
trol. Thus five special international commodity 
committees are controlling some industrial 
materials still in short supply. They are Rubber, 
Tin, Hides, Skins and Leather, Textiles and 
Coal. The Combined Food Board is scheduled 
to be liquidated next year. The question 
naturally arises as to how long the present situa¬ 
tion of a sellers* market will continue and when 
change over to a condition where real efforts 
will again be needed to maintain sales, and 
where considerations of price, quality, style 
and selling terms will again become significant. 
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per toting of a new naphtha-based pro¬ 
ject and Rs 1,042 per tonne of a 
new fuel oil-based plant. 

The profitability of the Talcher 
project, thus, is no longer in doubt. 
With the Marathe Committee currently 
going into the cpst of production of the 
various fertilizer manufacturing units 
in the country with a view to suggesting 
retention prices for every unit, this 
issue should even otherwise get resolved 
satisfactorily. The report of this com¬ 
mittee is expected to be available in 
none-too-distant a future. 

advance action taken 

Apart from the efforts being made by 
the management at completing the 
scheme as expeditiously as possible in 
the face of equipment supply Constraints 
—for all this, the management deserves 
credit—it is encouraging to note that 
a good deal of advance action has also 
been taken by it to train the personnel 
who are going to run the project. A 
wide variety of training programmes 
have been instituted for the personnel 
at all levels; a very significant number 
of personnel has already been imparted 
the necessary training. This should 
stand in good stead in containing the 
gestation period. But much depends 
on how well the coal gasification sector 
of the plant behaves. Direct inplant 
training facilities for the persons 
who will be managing this sector 
could not be arranged, for the only 
plant in operation using this new 
method of ammonia production is in a 
country—South Africa—with which 
we do not have any dealings because 
of well-known reasons. It is hoped 
this handicap will not prove a big hurdle 
in the successful running of the project. 

In a way, the South African experi¬ 
ence also could be of only limited 
assistance to the Talcher management 
as the scale of operation of the gasi¬ 
fiers here is twite that of the South 
African project. Though of a similar 
capacity, the South African plant has 
six gasifiers whereas the Talcher project 
will be having only three (the fourth 
one, as stated earlier, will be only a 


stand-by unit). The successful working 
of the Talcher project, thus, should 
mean ft new breakthrough in the 
manufacture of fertilizers from coal. 
Though the know-how for the process 
has been procured from West Germany, 
the tasks of detailed engineering and 
fabrication of a nuyor portion of 
equipment have been handled by the 
Planning and Development Division of 
the FCI. This should open up avenues 
of export for our experience and 
capabilities not only to the developing 
countries placed in a position similar 
to us but also to the developed nations 
interested in diversifying the feedstock 
of their fertilizer industries to the 
inclusion of coal in view of the growing 
tightness of global crude oil market. 

transforming economy 

The Talcher project can be expected 
to help significantly in transforming the 
economy of the backward state of 
Orissa. A number of ancillary units 
have been identified for establishment 
in the industrial estate being set up in 
the neighbourhood of the project. 
These include (i) manufacture of poly¬ 
thene-lined jute bags ; (ii) production 
of alum, (iii) dry ice and compressed 
carbon-dioxide units, and (iv) indus¬ 
tries based on fly ash. The scope for 
the last mentioned industries is parti¬ 
cularly good in view of the proximity 
of a large-sized thermal power station. 
Incidentally, unlike in the case of the 
Ramagundam project, a heavy water 
plant with a capacity of producing 62 
tonnes of heavy water per annum, 
entailing a capital outlay of Rs 33 
crores, is already being put up by BARC 
in the Talcher fertilizer plant complex. 

The development of agriculture as a 
result of larger availability of fertilizers 
in the state should also assist in the 
setting up of someagro-based industries. 
With the Rourkela fertilizer project 
already meeting a sizeable proportion 
of the nitrogen requirements of the 
state, a substantial part of the produc¬ 
tion of the Talcher project, however, 
will have to be exported to the 
neighbouring states for some time. 


despite the efforts being made by the 
marketing division of the FCI to foster 
consumption of fertilizers within the 
state through its seeding programme. 

This calls for a good deal strengthen¬ 
ing of the railway and road transport 
facilities. The present facilities are 
grossly inadequate. If this problem is 
not attended to expeditiously, the 
marketing of the Talcher fertilizer can 
be expected to pose a serious problem 
with its inevitable adverse effect on the 
production programme. The project 
authorities, of course, are fully aware 
of this. What is needed is a helping 
hand from the railways and more 
particularly from the state government, 
which, though committed to provide a 
motorabie approach to the project site 
from the national highway about 12 
kms away, has not been able to fulfil 
its obligation, presumably for want of 
resources. The present link—the 
Talcher thermal power station road— 
entails a fairly long detour, which will 
push up fertilizer transportation costs 
significantly. The new approach road 
has still to be metalled, although the 
expenditure involved is not more than 
about Rs 35 lakhs. 

fulfilling commitmnnts 

The state governments which vie 
with one another in making tall 
promises for attracting giant projects 
must endeavour fully to fulfil their 
commitments. Any dilly dallying in 
this respect will obviously mar their 
image and hamper their future in¬ 
dustrialisation programmes. 

The feedstock requirements of the 
Talcher project, of course, are not 
expected to pose any problem as 
adequate potential for raising coal 
from the nearby South Balnida and 
Nandira mines has already been crea¬ 
ted. These collieries have also been 
linked to the project with a conveyor 
belt of the requisite capacity. Though 
the coal price has yet to be finalised 
by the FCI and Coal India Limited, 
this issue too is expected to be resolved 
satisfactorily in the near future. 
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Capital s Corridors 


R. C. Ummat 


Boosting onginoering exports • New projects 
for machine tool development 


An important decision that will not 
only facilitate modernisation of indus¬ 
trial units and replacement of plant and 
equipment but will also add to some 
extent to the industrial capacity in the 
country was announced this week by 
the minister for Industry and Civil Sup¬ 
plies, Mr T.A. Pai, in his inaugural 
address to the second annual general 
meeting of the Association of Indian 
Engineering Industry (AIEI). The deci¬ 
sion envisages creation of a technical 
development fund to take care of the 
foreign exchange requirements of indus¬ 
trial units for the import of small value 
balancing equipment having a large im¬ 
pact on quality or quantity of output 
or lor reasons leading to substantial 
benefits in enhancing export capabili¬ 
ties. The fund would also cater for mat¬ 
ters connected with higher capacity uti¬ 
lisation, cost deduction, technology up- 
gradation and product-mix rationalisa¬ 
tion. 

integrated imports 

A special committee under the chair¬ 
manship of the secretary. Heavy In¬ 
dustry would administer the scheme. 
The committee would meet once a 
month and approve cases for integrat¬ 
ed impoits of dliferent inputs up to a 
maximum aggregate value of S 250,000 
per undei taking pci annum. The resour¬ 
ces for the scheme have been recently 
obtained from the International Deve¬ 
lopment Association under industrial 
import-export credits. 

To begin with, the scheme would 
apply to a few select industries—com¬ 
mercial vehicles, tractors, forgings and 
castings, machine tools, and textile 


machinery industries. The other indus¬ 
tries would be considered on a case- 
to-case basis for the time being. If the 
scheme proves successful, it would be 
extended to other industries in course 
of time. 

special assistance 

Mr Pai also referred to the scheme 
announced by the Finance minister in 
his this year's budget speech for pro¬ 
viding special assistance on soft terms 
—low interest, some moratorium on 
repayment and long period of repay¬ 
ment—for modernisation and rehabili¬ 
tation of various industries. He dis¬ 
closed that the details of this scheme 
were being worked out. It would be 
made operational as soon as possible. 
The four industries whose requirements 
of modernisation and rehabilitation 
are to be catered for by this program¬ 
me arc textiles, jute manufacture, 
cement and engineering. 

Mr Pai commended the efforts be¬ 
ing made by the engineering industry 
to step up exports. He welcomed the 
target of Rs 1,000 crores set by 
the industry for exports by 1978-79 and 
assured that all governmental help 
would be available for achieving this 
objective. He, however, stressed that 
inter se undue competition ought to be 
avoided by exporters in the interest of 
creating a wholesome image for the 
country’s exports as well as for creating 
confidence among foreign buyers of 
our products. In-fighting among expor¬ 
ters, he said, created many a complica¬ 
tion. 

Mr Pai also emphasised the need for 
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evolving oar own standards and specifi¬ 
cations for industrial products, except, 
of course, where different specifications 
were required to be followed for export 
orders. The evolving of our own stan¬ 
dards and specifications, he felt, would 
help in fostering industrial development 
as well as in bringing down production 
costs. 

The minister commended the efforts 
of the engineering industry for taking 
up turn-key projects abroad as well as 
for adopting consortia approach for this 
purpose. He said that the stage had now 
been reached when this country must 
also export technology to the extent 
possible, particularly to the developing 
countries for which it was quite suit¬ 
able. Government’s approach towards 
joint venture abroad, he said, was very 
pragmatic and forward looking. The in¬ 
dustry should take advantage of it. 

Mr Pai as well stressed the need for 
horizontal transfer of technology. This 
could obviate repetitive imports 6f 
technology. The fostering of ancillaries 
too was stressed by Mr Pai. He further 
disclosed that a company was being set 
up for holding a permanent exhibition 
of industrial products in Delhi and also 
to look after participations in exhibi¬ 
tions and trade fairs abroad. 

industry's response 

Mr Pranab Kumar Mukhcrjee, minis¬ 
ter of state for Revenue and Banking, 
who too addressed a special session of 
the AIEI dealing with the rehabilita¬ 
tion of sick industries, urged that the 
industrial sector should respond in an 
adequate manner to the stimuli provi 
ed by the government for raising pro¬ 
duction. The industry, he advised, 
should constantly search for new mar¬ 
kets. In the present-day conditions of 
recession in demand both at home and 
abroad, what was needed was aggres¬ 
sive marketing. Adaptability to chang¬ 
ing circumstances and conditions, Mi 
Mukherjee stressed, was the hallmark 
of good management. It could go a long 
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way in avoiding industrial units falling 
sick. 

The secretary, ministry of Steel, Mr 
Wadud Khan, assured the AIEI that the 
current drive to step up exports of steel 
would not be allowed to have any ad¬ 
verse impact on the availability of raw 
materials for our engineering industry. 
The domestic requirements could be 
met fully along with a step-up in ex¬ 
ports. 

11-point programme 

In his presidential address, Mr K.G. 
Khosla referred to the problems of 
engineering export and suggested 
the adoption of an 11-point pro¬ 
gramme to attain the target of Rs 
1,000 crores worth exports by 1978 79. 
This programme takes into considera¬ 
tion the findings of a preliminary study 
conducted recently by the AIEI con¬ 
cerning exports of some selected 
sectors of the engineering industry 
such as commercial vehicles, jeeps, 
tiansmission lines, foundry, auto 
ancillaries, wire ropes, diesel engines, 
farm equipment, steel tubes and 
bicycles. The programme outlined by 
Mr Khosla was as follows: 

(i) Many steps have been taken 
recently to simplify and liberalise 
export financing arrangements, pro¬ 
vision of bid bonds, bank guarantees, 
etc., but this is an area of some 
constraint to the export efiort. The 
delays in decision-making are a 
source of anxiety to exporters. This 
probably reflects the traditional secu¬ 
rity consciousness of bankers especially 
at the branch level. With the increas¬ 
ing role of export finance in booking 
exports, there is need for a joint study 
by the Standing Committee on Export 
Finance and the industry of the 
specific issues and the cases involved. 

(ii) Industrial and import licensing 
has been streamlined and the com¬ 
plaints about delays have come down. 
The scheme of advance licensing will 
no doubt help greatly to resolve import 


licensing problems. We need now to 
aim at decision-making within 7 days 
in place of one to three months which 
itself is a considerable improvement 
over the past. This will help to resolve 
the remaining constraints. 

(iii) For turnkey projects, totally 
indigenous supplies can rarely be made 
by Indian firms and there is usually 
an element of third country imports. 
The percentage now prescribed for 
third country imports is flexible but 
decisions on cases necessarily take 
some time. Another aspect is that 
where indigenous components and 
inputs are available, prices quoted arc 
generally far above international prices. 
To strengthen our competitive ability, 
indirect exporters should be supported 
and encouraged through incentives, 
to market at world prices. The handling 
of turnkey projects requires review 
and the industry has reported that the 
Projects Export Committee’s role and 
authority need further consideration. 

raw materials 

(iv) Availability of raw materials at 
economic prices is a must for export 
effort. Alternative formulae have been 
tried depending on the relative Indian 
and international price levels. Pro¬ 
bably, there is no single formula to 
satisfy all situations. 

(v) A common apprehension relates 
to uncertainty about government’s 
supports such as replenishment licences 
or compensatory arrangements for 
taxes paid locally. An exporter’s pric¬ 
ing and long-term market strategy is 
built around these factors. It is, there¬ 
fore, essential to maintain stability and 
continuity in regard to government's 
supporting policies. 

(vi) Shipping freight rates are exces¬ 
sive when compared to our competi¬ 
tors; also sailings arc infrequent. 
Alternative ports combined with road 
routes are being used, but there are 
limitations to this approach. We cannot 
increase exports without the surface 


transport carrying capacity, and this 
will be perhaps the most important 
infrastructural problem facing engi¬ 
neering exports over the next few 
years. 

(vii) Manufacturing capacity is not 
a constraint in most sectors of the 
engineering industry. There are only 
a few cases where additional plant is 
required to maintain the momentum of 
growth. In certain sectors industrial 
licenses or letters of intent are in hand, 
which can be implemented if re¬ 
quired; in some cases built-in capacity 
for increased production exists. 

support faeility 

(viii) In industrial machinery and 
heavy engineering industries the sup¬ 
porting facility of export credit is 
required. More advanced countries are 
extending long-term credit on easy 
terms. Whilst we, as a capital-scarce 
country, cannot offer easy credit, the 
extension of five to seven years credits 
would support export increases espe¬ 
cially to such countries as Zambia, 
Indonesia and Kenya. These credits, 
if provided, need to be earmarked 
for certain products with a limitation 
of time for placement of orders by the 
buyers on Indian firms. 

(ix) Inter v competition is weakening 
the overseas sales effort and we have 
started export consortia to ensure a 
unified approach. These consortia, 
however, arc yet a few and need to be 
extended to more industries. Such 
consortia need to be recognised for the 
useful role they can play and this can 
best be done through official support 
and involvement. The AIEI has set 
up a Task Force on Export Consortia 
and the report and recommendations 
will be submitted to government short¬ 
ly. 

(x) To compete and to enter new 
markets or to consolidate sales, we 
must have a permanent presence in 
selected countries. Industry must, open 
business offices to serve 5 to 10 firms 
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in a market and to supplement the 
local agent’s work. On this, we need 
the support of government so that 
sales promotion offices can be opened. 

(xi) To direct business investment 
towards export sectors, and to make 
exports attractive, there is need to 
consider some form of fiscal incentive, 
either tax credit certificates or export 
investment rebate, etc. 

★ ★ 

The department of Science and 
Technology has identified several pro¬ 
jects for the strengthening of the existing 
facilities in the public sector. Designing 
and development of these projects will 
meet the demands generated during the 
fifth and subsequent Plans so that im¬ 
ports may be drastically reduced. Some 
of these projects are: (a) development 
of sophisticated material-removal 
machinery such as jig borers, jig grind¬ 


ers, and precision lathes; (b) establish¬ 
ment of a metal forming tools institute 
for RDD in modern metal forming 
process, around the existing nucleus at 
CITD, Hyderabad; (c) establishment 
of a foundry research institution 
around the nucleus at the the NIFFT 
(Ranchi); (d) strengthening of facilities 
for heat treatment at laboratories like 
NML, NAL, CMERI, CGCRI, and 
CFRI: (e) development of raw mate¬ 
rials required for measuring instru¬ 
ments and testing equipment manufac¬ 
ture by various CSIR laboratories; (f) 
process and equipment design and 
development in the field of vacuum 
heat treatment, flame hardening, 
medium and high frequency heat treat¬ 
ment equipment; and (g) establishment 
of an institute for RDD in abrasives, 
bonding procedures and new processes 
around the existing expertise at UT, 
Madras. 


The need to take up, on a priority 
basis, development of machine tools 
for which capacities exist in the 
public or private sector has been 
stressed by the department. Several 
instruments, though simple, are being 
presently imported due to lack of 
financial and other assistance to units 
which have the capability to develop 
and manufacture them. For example, 
in the manufacture of measuring and 
testing equipment, prototypes of a few 
instruments have been made by some 
RDD units. Their commercial exploita¬ 
tion will certainly help to cut the 
import bill. 

The establishment of new research, 
design and development institutes is 
considered essential for filling the gaps 
in fields where there is currently no 
organised activity. 
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POINT OF VIEW 


a tonic 


Anaemic economy needs 

This article consists of excerpts from the speech of Mr K. K. Blrla 
at the 49th annual session of FICCI on May 2, 1976. 


Economic polices have diverse objec¬ 
tives—higher growth, better distribu¬ 
tion, price stability, larger employment, 
balanced external payments position—it 
is a large list. Each objective by itself 
is unobjectionable. But when taken to¬ 
gether they sometimes tend to conflict; 
they even appear to nullify each other. 
I feel that this conflict emerges from 
the fact that the objectives have a 
natural time sequence. For example, 
higher growth has to precede better dis¬ 
tribution; greater employment automa¬ 
tically follows higher growth; and so 
on. When this time sequence is disturb¬ 
ed, problems arise. Economic growth 
too obeys the laws of balance, order and 
harmony. 

I mention this aspect only to empha¬ 
sise that the budget presented to Parlia¬ 
ment in March this year, perhaps for 
the first time in recent years, recognises 
the problem and tries to achieve first 
things first. This, I believe, is the most 
distinctive feature of the budget, mark¬ 
ing it out from the traditional budgets 
presented in the past few years. I con¬ 
gratulate the Finance minister on his 
bold and pragmatic approach. 

•harp contrast 

During the last year the economy un¬ 
derwent a change. National income- 
up by about 6 per cent; prices—down 
by 8 per cent; exports—higher by 16 
per cent; agricultural production—lar¬ 
ger by 9 per cent. These achievements 
are in sharp contrast to world economy 
which is still reeling under recession 
as well as inflation. The turn in 
our fortunes is due to the dynamic lea¬ 


dership given by our prime minister. 
The eminently pragmatic 20-point pro¬ 
gramme enunciated by her has given a 
new direction to the economy and a new 
hope to the people. When its goals are 
achieved we are bound to emerge a 
much stronger nation. The new sense of 
discipline and responsibility that is wit¬ 
nessed all around in the wake of the de¬ 
claration of national emergency adds to 
this hope. The nation is on the move. 
We march towards a brighter tomorrow. 

correcting imbalance 

This year’s budget contains a num¬ 
ber of measures designed to correct the 
imbalances in the economy and to im¬ 
part a sense of dynamism. The most 
welcome feature is the step-up in Plan 
outlay by 31.6 percent. The increase 
in outlay will speed up circulation of 
money in the economy and help remove 
the shadow of recession which has fallen 
on a large section of industry. What is 
therefore necessary is that outlay is fina¬ 
lised, the Plan implemented and neces¬ 
sary resources are made available to dif¬ 
ferent departments for this purpose. 
Only then tan the economy revive. And 
in this matter urgency is of the essence. 

Government has recognised the dol¬ 
drums in investment in the past few 
years. An investment allowance has 
been introduced to make up for the 
drop in investment rate. However, the 
allowance in its present form is insuffi¬ 
ciently effective. Modelled on the lines 
of development rebate, it is restrictive 
in respect of the use to which funds 
can be put or the number of industries 
that are eligible. The development re- 


K. K. Biria 

bate was available in respect of all plant 
and machinery installed in any industry. 
A higher rate was also provided for the 
priority sector up to 33 per cent of the 
actual cost. The investment allowance 
as introduced is only a half way house; 
it seeks, to meet only partially a univer¬ 
sal problem created by inflation. I pro 
pose that the benefits of investment 
allowance be extended to every industry. 
Since however priority industries are 
more crucial in our development logic, 
the rate of investment allowance to 
these industries will have to be higher. 
But it is imperative that the investment 
allowance is immediately extended at 
least to export industries and industries 
located in backward areas. 

While on this subject. 1 put forward 
a philosophy of taxation. There always 
has to be a degree of flexibility in the 
incentives or concessions granted to the 
industry. But, side by side, there should 
be a long-term policy too, because vacil¬ 
lation and change in basic concepts 
cause setbacks to industrial growth. One 
such concept is provision for develop¬ 
ment rebate or investment allowance 
—call it by what name you will—a rose 
by any other name smells as sweet. De¬ 
preciation reserve in a period of rising 
prices falls short of the replacement 
value of assets. Result: Capital forma¬ 
tion suffers; and the industry is left 
with no resources to replace worn out 
machinery in the face of' rising costs. 
Investment allowance seems to be the 
only remedy. And yet this basic concept 
was forgotton when development re¬ 
bate was withdrawn some time back. 
The harm done to the economy by the 
withdrawal of the benefits of develop¬ 
ment rebate is enormous. We should 
not make the same mistake again. I 
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hope therefore there will be continuity 
of this policy with such refinements as 
the situation warrants in the years to 
come. 

The Finance minister indicated last 
year that a high-powered committee 
was examining the issue of rise in the 
prices of capital goods whereby new 
units found it difficult to face competi¬ 
tion from existing enterprises. I under¬ 
stand that the Bureau of Industrial 
Costs and Prices has submitted reports 
on several industries suggesting steps for 
improving their viability. 1 urge the 
Finance minister to implement the 
recommendations of these reports, as 
quickly as possible. 

Another direct stimulus to produc¬ 
tion of selected commodities is the 
proposal for introducing a new scheme 
of excise duty relief to the extent of 
25 per cent of duty payable on goods 
produced in excess of production in a 
base year. Such an incentive is un¬ 
doubtedly effective, particularly in a 
period of recession. A similar scheme 
was, in fact, introduced in 1967-68 with 
encouraging results. Here too I would 
urge a continuity of policy rather than 
withdrawing the concession all of a sud¬ 
den. 

stimulating demand 

Besides excise relief, the budget has 
made provision for restructuring some 
of the excise duties in order to sti¬ 
mulate demand. Excise duty has been 
increased on items like cotton fabrics, 
paper and paper boards, patent medicin¬ 
es, cigarettes, etc. It has been lowered on 
TV, aluminium, automobiles, etc. Relief 
notwithstanding, the automobile indus¬ 
try is in a really bad shape as a result 
recession and a steep rise in the price 
of petrol over the last few years. Unless 
and until the price of petrol is reduced 
by lowering the excise duty on it, this 
industry will not revive. It directly and 
indirectly employs over 90 lakhs of 
people; it is the second largest employer 
after agriculture. The plight of this 
industry deserves sympathetic consi¬ 
deration. 

For the first time the Finance minis¬ 


ter has accepted the basic principle 
that high rates of taxes are self-defeat¬ 
ing. The orthodox fiscal theory that 
higher taxes alone could provide larger 
revenues has long been rejected by 
most countries. It is proved all over 
the world that lower taxes lead to 
higher revenues and impart dynamism 
to economic growth. The USA and 
Japan applied fiscal stimulus to secure 
growth, and found that with every tax 
cut the economy progressed and thus 
the exchequer gained. The correct 
approach is to make revenue grow not 
by increasing taxes but by enabling 
income and Gross National Product to 
grow. The method of eradicating eco¬ 
nomic inequalities by confiscatory taxa¬ 
tion is irrational. 

batter tax compliance 

The success of the Voluntary Dis¬ 
closure Scheme has in fact confirmed 
this cannon of taxation. Conse¬ 
quently it was wise on the part 
of the Finance minister to have reduced 
the rates of taxes on individuals 
and Hindu Undivided Family all along 
the line. This measure will encourage 
better tax compliance and promote 
savings. Personal taxes in this country 
however are still among the highest in 
the world. Some further consideration 
is needed in this direction. Last year, 
the Finance minister reduced the rate 
of personal taxes. This did not affect 
the government’s revenue; on the 
contrary, the volume of tax collection 
increased. I feel confident that this 
year's result too will justify the action 
taken by the Finance minister. 

What is good for the gander should 
be good for the goose. What is true of 
income tax is true of the corporate tax. 
But the rate of income tax on compa¬ 
nies continues to be high. By compari¬ 
son the rate of taxes on companies in 
other countries is much lower. In the 
UK, for example the corporate tax is 
40 per cent; in the USA 42 per cent; in 
West Germany 36 per cent; in Japan 40 
per cent: in Malaysia 40 per cent; and 
in Philippines 35 per cent. These low 
rates generate funds in the corporate 


sector thereby' leading to greater 
developmental efforts. 

Besides high tax rates, the corporate 
sector in India has to pay surcharge 
on income tax. The levy of surcharge 
on companies was introduced in 1971 to 
meet the extraordinary burden on gov¬ 
ernment imposed by the Bangladesh 
crisis. The Bangladesh crisis is over 
but the levy continues. 

tax on profits 

That apart, many concessions which 
were earlier available to the corporate 
sector have been withdrawn in recent 
years; The concession to priority indus¬ 
tries has been discontinued: The tax credit 
certificate scheme for increased produc¬ 
tion and for exports has been allowed 
to lapse. Many legitimate business ex¬ 
penses like those on guest house, enter¬ 
tainments, part of interest payment 
etc. are also being disallowed. The 
net result is that the actual incidence 
of taxation is of a much larger percen¬ 
tage of the corporate profits. In other 
countries both developing and develop¬ 
ed, a host of generous exemptions and 
reliefs under their tax systems actual¬ 
ly bring down the effective tax burden 
from the prescribed tax rates. Experts 
all over the world have felt that the 
maximum tax on corporate profits 
should not exceed 45 per cent. In the 
present context of our economy, there 
is a strong case for implementing this 
suggestion. Moreover the surtax is a 
tax on efficiency and should be regarded 
as out of place in a developing economy 
like ours. 

Partly as a result of recession and 
partly due to bad management a num¬ 
ber of industrial units have fallen sick. 
Sickness in industry implies idle capi¬ 
tal, and what is more disconcerting, 
idle manpower. This situation of sick 
units can be rectified through their take¬ 
over by well run undertakings. The 
tax system has, therefore, to be amend¬ 
ed in such a way that the losses 
of sick units are allowed to be 
set off against the profits of the well- 
run units. Sickness in industry as in 
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life is often unpreventable; but a per* 
petual convalescence is unforgiveable, 
specially when an excellent remedy is 
available. 

It is somewhat disappointing that in 
spite of the necessity of expanding ex¬ 
port, fiscal policy of the government 
does not give due encouragement to 
export drive. My view is that exports 
have to be given at least internationally 
comparable incentives. The time is 
now when our economy is faced with 
an unprecedented trade deficit of around 
Rs 1300 crores. And why not, in order 
to accelerate export effort, tax at a 
lower rate a part of profits, equal to the 
ratio of exports to production? 

So far f have confined my observa¬ 
tions to fiscal measures. The other 
part of the resolution relates to mone¬ 
tary policy. Finance to the economy is 


The delinking of the rupee was 
widely welcomed in our country 
because it was adopted at a time when 
pound sterling’s exchange value was 
drifting downward without bounds. 
On the other hand, rupee’s exchange 
rate could fluctuate only within accept¬ 
able margins (2.25 per cent upward 
and downward of the central rate 
accepted since the December 20, 1971 
realignment). Limited fluctuations 
and linking the rupee with a floating 
currency were contradictory in charac¬ 
ter. Floating of the rupee was a 
debatable issue. Hundred per cent 
free float of the rupee was not possible 
for a controlled economy such as ours 
and floating under IMF surveillance was 
also not good for certain obvious 
reasons. Finally we chose to delink the 
rupee from pound sterling and at¬ 
tached it with the value of a secret 
basket of currencies. 

On the night of September 24, 
1975 the government of India 


like the circulation of blood in the 
human veins. My impression is that the 
economy has become anaemic and 
needs a good tonic. We must wake up 
to the fact that flow of money is vital 
for rapid industrial revival. The choice 
is quick liquidity or slow liquidation. 

Recession in the aftermath of the 
squeeze came in October 1974 when 
severe restrictions were imposed by the 
Reserve Bank of India on credit ^ex¬ 
pansion. Under the circumstances it 
seems unreasonable to continue with 
the same policy when conditions have 
reversed. The enemy today is not in¬ 
flation but recession. Shortage of 
finance has adversely affected industry 
and trade, particularly at a time when 
these sectors are faced with piling up 
of stocks due to low offtake. Credit 
policy needs to be liberalised and bank 


announced that “the delinking 
would follow the determination of 
daily exchange rate from the move¬ 
ment of selected currencies of the 
countries which were her major trading 
partners.'* (The USA, the UK, West 
Germany, Japan and West Asian 
countries could be considered as our 
major trading partners.) The sterling 
would continue to be an intervention 
currency for the Reserve Bank of 
Lidia. These new arrangements may 
continue until a durable system of ex¬ 
change rates is devised by the Interna¬ 
tional Monetary Fund. 

Immediately after the delinking of 
the rupee, the authorities had to solve 
the problem of weights to be assigned 
to different currencies included in the 
currency basket to which rupee was 
attached. Although the currencies in 
the basket remain a secret and hence 
their weights too (which seems to have 
been kept so just to save the rupeefrom 
the speculators' profit-earning activities 


credit to industiy and trade enlarged 
so as to revive demand and facilitate 
production and distribution. 

The budget for 1976-77 does not 
provide any support to food procure¬ 
ment and fertiliser distribution; almost 
the entire finance will have to come 
from the banking sector. This is a 
sound business approach inasmuch as 
Plan expenditure has to be put up 
without additional resource mobilisa¬ 
tion. However, it has to be ensured 
that genuine financial needs to other 
vital sectors like industry and trade do 
not remain unmet. Significant deposit 
mobilisation and rational sectoral 
distribution of credit are, th&refore, 
called for. The banks should also be 
advised to refrain from implementing 
the restrictive lecommendations of the 
Tandon Study Group. 


M. M. Kothari 

and disturbing the rupee’s stability), 
to provide some indications here, the 
currencies of eight countries have been 
taken which have had major trade 
relations with our country for the last 
three years. On the basis of average 
yearly percentage of India’s total trade 
for three years with these countries 
weights have been calculated which might 
be effective at the time of delinking. 

The US dollar, Japaness yen, UK’s 
pound sterling, Iranian rial and West 
Germany’s Deutsche inaik have been 
given here the highest weights The 
Russian rouble has not been included 
in the calculation of weights as it is 
not convertible in the western foreign 
exchange markets. It is also presumed 
that as our trade relations change 
during the course of ( time, weights 
therefor should also be changed 
accordingly. 

The rate of exchange of rupee 
against pound sterling has improved 
since the delinking. The rupee 
has witnessed four official revaluations 
vis-a-vis the pound sterling. The pound 


The rupee after delinking 

The rate of exchange of rupee against pound sterling 
has improved since delinking 
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is cheaper today by Rs 1.70 as com¬ 
pared to its pre-delinking rate. 

Rupee's strength in international 
markets is more due to disinflationary 
measures adopted in this country and 
less due to any other factors. Al¬ 
though of late the pound is sinking to 
to a new low (as on April 9, 1976) at 
S 1.8375 in place of S 1.8710 previously 
on April 2, 1976 due to additional 
selling pressure it is not likely to 
regain substantially in spite of a fall 
in the rate of inflation evidenced in the 
British .economy. Rupee’s revaluation 
has also come forth not only on 
pound’s performance but on the net 
impact of changes in the basket of 
currencies of selected count! ics. 

The official revaluations of rupee 
have not only cheapened pound sterling 
but also the IJS dollar, Canadian 
dollar, Belgian franc, Dcutschemark, 
Dutch guilder, Swiss franc and Italian 
lira, though through different magni¬ 
tudes. But now the Deutsche mark, the 
US dollar, Belgian franc, Japanese yen 
and Swiss franc have shown reversal in 
trend and the rupee is losing after the 
latest revaluation. 

heartening feature 

In the current atmosphere when the 
British pound, French franc and Italian 
lira arc sliding downwards m spite of 
the respective governments’ monetaiy 
efforts to save them, rupee’s strength 
is heartening. It js expected that 
during the year 1976-77 rupee’s value 
will remain stabilised in terms of 
major world cuircncics except the US 
dollar, and the mark which are likely 
to emerge stronger. The currencies of 
OPEC nations might remain sluggish 
in terms of the rupee which will help 
us in procuring cheaper oil imports. 

Now the question is whether the 
strengthening of rupee will benefit 
all the segments of the economy. 
Strengthened rupee will bring us 
cheaper imports of fertiliser and fuel 
and the long-drawn trend of import 
dominance overcxpoit earnings will be 
put to a halt provided, on the export 
front, non-traditional items including 


capital exports go on increasing with 
improved financing facilities. Tradi¬ 
tional exports may not fall because of 
the fact that the rate of inflation is 
higher in competing countries and 
hence the cost of production of ex- 
portables is comparatively less in this 
country. Because of increased empha¬ 
sis on research and development, our 
export goods are expected to compete 
successfully both in quality and prices. 

further, the rupee trade with so¬ 
cialist countries, especially with the 
USSR, will not suffer on the execuse 
of downward trend in rupee's 
value in foreign markets. Our debt re¬ 
payment burden in terms of rupees will 
fall although in terms of foreign curren¬ 
cies it will remain the same. 

Most of the world currencies aie 
now floating but the ultimate aim for 
all such currencies is to stabilise at a 
position best suitable to them. For a 
developing economy such as ours, rupee 


should be stabilised after it floats 
for a year or two and later on multiple 
rates of exchange should be adopted 
according to the needs of the economy. 
Most of the experts say that jerky 
upvaluations of the rupee under the 
present floating are not wholesome for 
the economy. Since exporters get 
reduced earnings they need additional 
incentives to avoid losses. It will be 
better if a multiple system is started 
now. If this system is adopted, rates 
should be revised within 12 months 
to 36 months. Import and export 
itmes should be divided into two or 
three groups and different exchange 
rates should be applied to them. 
Multiple exchange rate system is 
superior to exchange control system and 
saves the economy from confusion. It 
restores power in administrative 
hands and market forces cannot freely 
disrupt the pre-set objectives of the 
government. 


Jable i 

Currency Basket and Weights for Indian Rupee 


Total 


Trade 


ade partners currencies 

1972-73 % 
Rs crore 

1973-74 
Rs crore 

0/ 

/ u 

1974-75 
Rs crore 

-—- 

% weights 

USA—Dollar 

510.54 

13.3 

844.32 

75.4“ 

1184.89 

15.3 

14.7 

UK—Pound 

409.73 

10.7 

515.60 

9.4 

520.40 

6.7 

8.9 

Sterling 

Japan—Yen 

396.66 

10.3 

618 25 

11.3 

748 75 

9.7 

10.4 

Iran—Rials 

146.77 

38 

.310 43 

5 7 

687.17 

8.8 

6.1 

W. Germany—D.Marlc 

234 88 

61 

293.69 

54 

41233 

53 

5.6 

Canada—Dollar 

235.80 

62 

146.99 

27 

174.75 

22 

37 

Sudan—Sudanese £ 

66.51 

1.7 

40 49 

0.7 

71.46 

0.9 

1.1 

Arab Republic 
of Egypt - Egyptian £ 

69.62 

1.6 

40.78 

0.7 

75.25 

1 0 

1.1 


Source : Journal of Industry & Trade 

Table If 

Rates of Exchange 


Pre-delinking 

rate Sept 24, 
1975 


Post-delinking upvaluation 


Dec 5, Mar 8, Mar II, April 3, 
1975 1976 1976 1976 


1. Medium Rate 

(Spot buying+spot selling) 

"" 2 

(Rsper£) 18.60 

2. Percentage change — 

3. £ cheaper by 


18.3084 18.1284 17 75 17.25 16.90 

+ 1.575 +0.98 +2.1 +2.82 +2,03 
29 paise 18 paise 38 paise 50 paise 35 paise 
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POINT OF VIEW 


Self-financing in public 


enterprises 

Dr R. K. Mlshra 


The author unfolds the causes of low rate of self-financing 
in our public sector enterprises and offers suggestions 
for the generation of larger funds Internally 


For a public enterprise established with 
the aim of accelerating industrial growth 
on the socialistic pattern, self-financing 
is more crucial than in the case of an 
enterprise in the private sector. This 
is because it helps in the rapid expan¬ 
sion of the public sector enterprises, 
enlarges the scope of their autonomous 
ftmctioning, effects constant improve¬ 
ments in their economic working, and 
enables to contribute to the growth of 
the economy as a whole. Thus in the 
absence of self-financing by public 
enterprises, it is very difficult to attain 
the goal of “socialist industrialisation” 
for the Indian economy. In this con¬ 
text, the present article proposes to 
examine the trends in the size of self- 


Delhi). The techniques applied in 
analysing the data and the terminology 
used relate to the discipline of “Finan¬ 
cial Management”. 

Table I gives the data on investment 
and internal resources generated in 
public enterprises. 

It shows that on an average, for the 
periods 1964-65 to 1974-75, the internal 
resources generated by public enter¬ 
prises constituted 5.3 per cent of the 
investment made therein. On the basis 
of this result it can be concluded very 
safely that the quantum of internal re¬ 
sources generated for the purpose of 
self-financing in public enterprises is 
not adequate. It may be pointed out 


here that the internal sources of funds 
for assets formation for 1501 selected 
medium and large non-financial, non¬ 
commercial public limited companies 
in the private corporate sector rose 
from 41.2 per cent in 1965-66 to 55.0 
per cent in 1969-70. 1 For 1650 selected 
medium and large non-financial com¬ 
panies in the private corporate sector 
the percentage of such resources turned 
out as high as 58.2 percent in 1971-72.* 
It may also be noted that in most of 
the big private enterprises in the 
United Kingdom, self-financing counts 
for 75 per cent of the total 'capital 
expenditure.* According to Professor 
G.S. Bhalla, most of the British public 
enterprises have been financing their 
development programmes through self¬ 
financing.* 

Instead of using funds from retained 
profits, the public enterpirses have been 


financing in public enterprises, to un¬ 
fold the causes responsible for their 
low rate of self-financing and to offer 
suggestion to generate larger funds 
internally. 

running undertakings 

The scope of this article has been 
restricted to the running undertakings 
of the central government including 
both the industrial and commercial 
enterprises. The undertakings under 
construction have not been included 
in this study as they cannot naturally 
be expected to generate any surplus. 
Similarly, the enterprises engaged in 
developmental and promotional acti¬ 
vities have also been excluded as they 
may not be able to build up any 
sizeable surplus. The coverage of this 
article ranges from 1964-65 to 1974-75, 
for which the information is available 
in the Annual Reports of the Bureau 
of Public Enterprises (ministry of 
Finance; government of India, New 


Table I 

Investment and Internal Resources Generated in Public Enterprises During 

1964-65 to 1974-75 


(Rs in crores) 


Year 

Investment 


Internal resources 
graterated 

Col. 5 as 
percentage 
of Col. 2 


Depre¬ 

ciation 

Retained 

profit/loss 

Total 

i 

2 

3 

4 

5 

6 

1964-65 

1646.8 

57.2 

18.2 

75.2 

4.6 

1965-66 

1860.2 

69.5 

16.0 

85.2 

4.6 

1966-67 

2782.0 

81.1 

(-) 5.9 

75.2 

2.7 

1967-68 

3093.3 

113.3 

(-) 9.1 

104.2 

3.6 

1968-69 

3552.4 

134.2 

7.5 

141.7 

* 4.0 

1969-70 

3794.2 

146.1 

47.9 

194.0 

5.1 

1970-71 

4010.0 

148.9 

52.3 

204.2 

5.0 

1971-72 

4201.0 

169.4 

45.4 

214.8 

5.1 

1972-73 

5426.0 * 

193.6 

66.7 

260.3 

4.8 

1973-74 

6103.0 * 

233.0 

154.0 

387.0 

6.3 

1974-75 

7261.0 * 

— 

— 

580.0 

8.0 * 


♦Includes investment in promotional and developmental undertaldngs. 
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employing funds arising out of the depre¬ 
ciation provision. For instance, from 
1964-65 to 1972-73 the depreciation and 
retained profits provisions contributed 

82.1 per cent and 17.9 per cent respec¬ 
tively to the amount of internal resources 
generated by them. In this period, the 
percentage of retained profits as a cons¬ 
tituent of internal resources generated 
by public enterprises to their investment 
had been only 0.8 per cent. It is worth 
noting here that the share of depre¬ 
ciation provision in the private corpo¬ 
rate .sector for 1501 selected medium 
and large non-financial and non-govern¬ 
ment public limited companies was 
65.0 per cent in 1969-70. 5 For 1650 
selected medium and large non-financial, 
non-commercial companies in the pri¬ 
vate corporate sector, the share of 
depreciation provision in internal 
resources was 70.0 per cent during 
1971-72.* 

percentage relationship 

A study of the percentage relation¬ 
ship between internal resources gene¬ 
rated and investment in public enter¬ 
prises shows that it was neither stable 
nor appreciably progressing. From 4.6 
per cent in 1964-65, it came down to 
2.7 per cent in 1966-67 and then from 

5.1 per cent in 1969-70, it declined to 
to 5.0 per cent in 1970-71. Registering 
again an increase of 0.1 per cent in 
the following year, it recorded a fall of 
0.3 per cent in 1972-73. This was 
sufficient to indicate that no set policy 
for self-financing in public enterprises 
existed and they probably took no 
interest to correct their working in this 
regard. 

The causes responsible for the low 
rate of self-financing in public enter¬ 
prises have been as follows 

(a) Lack of a definite policy in regard 
to self-financing, 

(b) Poor profitability, 

(c) Managements’ helplessness, and 

(d) Easy availability of finances. 

One important reason for the low 


rata of self-financing in public enter¬ 
prises has been the lack of a definite 
policy in this regard. They have not 
made any attempt so for to fix the self¬ 
financing targets. In the absence of 
such a policy public enterprises fail to 
indicate as to how much they would 
contribute from their own resources 
towards their capital requirements, 
working capital and growth of the 
economy as a whole. 

It is no secret that the profitability 
of public enterprises in India has been 
extremely poor. Table II shows the 
overall net profits/losses of the running 
public enterprises in India and their 
percentage to “investments” made 
therein. 

Table II shows that the percentage 
of net profit on investment declined 
from 1.2 per cent in 1964-65 to 0.6 per 
cent in 1965-66 and after this period only 
in 1972-73, 1973-74 and 1974-75 some 


profit could be earned. To add to this, 
many running enterprises had incurred 
cash losses during the time-span of the 
present study. It may be noted that 
profits after tax as a percentage of net 
worth in the case of 1650 medium and 
large public limited companies in the 
private corporate sector were 10.5 per 
cent in 1970-71. 7 The RBI’s study on 
finances of 1001 non-financial-non¬ 
government medium and large limited 
companies for the year 1972-73 shows 
that profits after tax as a percentage 
of net worth for these companies were 
7.7 per cent.* 

Profitability has much to do with 
self-financing in public enterprises. 
Unless profits are earned and the rate 
of profitability is improved constantly, 
and considerably, the reservoir of 
retained profits cannot exist and 
rise to a satisfactory level. The retained 
profits are considered to be the most 


Table II 


Overall Net Profit/Loss of the Running public Enterprises and Its 
Percentage to Investment during 1964-65 to 1973-74 


Year Net profit/loss 

(Rs in crores) 


Percentage of net profit/ 
loss to investment 


1964-65 


19.5 


1.2 

1965-66 


10.3 


0.6 

1966-67 

(-) 

21.6 

(") 

0.8 

1967-68 

(~) 

34.7 

(-) 

1.1 

1968-69 

(-) 

26.9 

(-) 

0.8 

1969-70 

(“) 

3.7 

(-) 

0.1 

1970-71 

(-) 

2.5 

(“) 

0.1 

1971-72 

(-) 

19.0 

(-) 

0.5 

1972-73 

( H 

18.0 

(D 

0.3 

1973-74 

(+) 

65.0 

(+) 

1.7 

1974-75 

(+) 

183.5 

(+) 

2.5 


■ASTON BCONOM1ST 


1018 


MAY 7,1076 



important and tbe most appropriate 
constituent of internal finance. 

The helplessness of managements of 
public enterprises has also been 
responsible for a very low rate of self- 
financing. The generation of internal re¬ 
sources depends largely on the freedom 
to formulate a policy in this regard. 
This has not been done. While it is 
agreed that public enterprises of the 
industrial and commercial nature should 
secure profits, their disposal is not 
within the purview of these enterprises. 
Under the existing arrangements, it is 
very difficult for the managements to 
undertake a bold policy of self-financing. 
In fact, they can undertake self-finan¬ 
cing only to the extent of the depreci¬ 
ation funds and reserve funds which 
tthey have been able to build up. 

easy availability 

Another reason responsible for the 
absense of any compact and integrated 
policy of self-financing m public enter¬ 
prises has been the easy availability 
of finances to them. In spite of incur¬ 
ring cash losses year after year, most of 
the running enterprises have not faced 
any serious shortfall in funds. On the 
contrary, they have been provided with 
funds for expausion programmes and 
meeting working capital deficits. 

The terms and conditions on which 
finances are obtained by ipublic enter¬ 
prises leave no initiative for them to 
take recourse to self-financing to square 
their financial requirements regarding 
expansion as well as for working capi¬ 
tal. About half of the long-term funds 
supplied to them were m the form 
of equity and the rest in the form of 
unsecured long-term loans on which 
the rate of interest charged varied from 
6.5 per cent per annum to 7.5 per cent 
per annum. Instead of financing the 
working capital requirements front re¬ 
sources generated internally or from the 
State Bank of India or the nationalised 
banks, the running enterprises have 
preferred to divert the long-term funds 
for this purpose which has caused only 


deterioration in their financial disci¬ 
pline. 

For improving the pace of self-finan¬ 
cing in public enterprises a number of 
suggesstions may be offered. 

To begin with, the government may 
formulate a compact and an integrated 
policy of self-financing for these enter¬ 
prises. In consultation with public 
enterprises, the government may lay 
down the targets of self-financing for 
each running enterprise. While laying 
down such targets, it should be made 
amply clear to each public enterprise 
as to how much of its development 
and working capital requirements have 
to be financied from the finances 
generated internally and how much of 
it are they required to contribute to the 
government for the growth of the 
economy as a whole. The information 

as regards the progress in this sphere 
should be furnished by public enter¬ 
prises to their parent ministries and the 
Bureau of Public Enterprises. In case 
a public enterprise docs not attain its 
target, the parent ministry and the 
Bureau of Public Enterprises should 
find out reasons responsible for such a 
situation, suggest correctives for the 
same and see that they are carried out 
in the desired manner. 

improving profitability 

Second, steps should be taken to 
improve the profitability of public 
enterprises. The improvement in profit¬ 
ability necessitates the introduction of 
several measures. The production costs 
should be ruthlessly pruned and 
capacity utilisation should be substan¬ 
tially improved by public enterprises. 
Steps should be taken to remove 
over-capitalisation. The implementation 
of these suggestions is expected to 
quicken the pace of assets formation 
and boost their profit margins. Besides 
this, the profit target for each public 
enterprise may be laid down by the go¬ 
vernment specifically and the secretariat 
culture in public enterprises should 


give way to the managerial cul¬ 
ture. 

Third, for self-financing to be a 
success in public enterprises, the 
decision regarding the disposal of profits 
should be taken by the public enterprises. 
This would enable them to divert a 
respectable part of their profits to the 
reservoir of internal resources. This 
will correct the imbalance in the 
composition of internal resources. 

new policy 

Finally, the situation of easy avail¬ 
ability of finances must end. The policy 
regarding the “capital structure’* for 
publicy enterprises should be such as 
may compel them to bear a justified 
capital cost. Besides this, it may be 
made obligatory on public enterprises 
to finance their expansion and work¬ 
ing capital requirements from their own 
resources. 

Self-financing for expansion and 
providing additional resources to the 
government for the growth of the eco¬ 
nomy as a whole should be taken as a 
specific obligation of public enterprises 
operating m the industrial and com-* 
mcrcial fields. This is a prerequisite 
for the 'socialist industrialisation’ of the 
Indian economy. 
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I WINDOW ON THE WORLD I 

“The road to serfdom” 

Joultyn Hennassy, London 


I 

BOTTOMLESS SPENDING 

Ever since the great depression of the 
1930’s there has been a widespread 
tendency to transfer increasing res¬ 
ponsibility to the state. More recently, 
the onset of the latest and most virulent 
of the post-war recessions has led to 
growing pressures to revive economies 
by stepping up government spending 
even at the cost of massive budget 
deficits—a formula first advocated by 
Keynes in 1936. Wagner’s “law of 
growing public expenditures” has 
nevertheless convincingly proved its 
validity in the recent past. As we shall 
attempt to show in the following arti¬ 
cle, the trend is alarming. 

The non-stop growth of public 
investments and state consumption 
is a matter af concern. Governments 
are, for instance, not bound by 
any profit and loss equation nor, 
in most cases, by any cost-benefit 
analysis. On top of this, the scope 
of private enterprise is restricted. 
Along with the other tax-payers, it has 
to subsidise the growing costs of 
government activity through higher 
taxes and duties. This again involves 
a redistribution of income. Finally the 
state also competes directly with 
private enterprises on the capital 
market. 

If we attempt to characterise an 
economic system in terms of the 
government spending component in 
GNP, we can certainly speak of a free 
market economy as long as the ratio is 
below 20 per cent. In this type of 
economy government influence is rela¬ 
tively slight and it is the private sector 
that largely determines how the means 


of production are employed. When the 
ratio ranges between 20 per cent and 30 
per cent we move into a “mixed” eco¬ 
nomy. If it rises to 30 percent or 
more, the market economy is so cram¬ 
ped and debilitated that it can no lon¬ 
ger function satisfactorily. In the classic 
phrase of Friedrich von Hayek such a 
country is on the “road to serfdom”. 

Let us briefly trace the trend of 
government expenditure in the United 
States, the United Kingdom, France, 
West Germany and Switzerland since 
the period between the two world wars. 

wnlfarn expenditure 

In 1929 government spending in the 
United States amounted to 10 per cent 
of GNP. Ten years later it was ap¬ 
proaching 20 percent. Discounting a 
war-related bulge at the beginning of 
the 1940’$ (up to 49 per cent in 1944), 
the 1929 ratio has more than tripled. 
Social security expenditure has risen by 
487 per cent since 1929 and so-called 
“traditional” expenditures by “only” 
138 per cent: outlays on defence on the 
other hand have gone up by 914 per 
cent. Plans are afoot in Congress and 
the administration which would in¬ 
crease the government spending compo¬ 
nent still further. Consequently, the 
United States seems to be heading 
further along the “road to serfdom”. 

The UK is widely held to be an 
example of what lies in store for other 
countries. The graph shows in fact, 
that all the countries examined follow¬ 
ed a similar pattern of development 
since World War II. 

British government expenditure pro¬ 


bably exceeded 50 per cent of GNP for 
the first time in 1975. Expenditure on 
roads, housing and public utilities 
accounted for the bulk of the increase. 
A comparison of social security ex¬ 
penditure reveals the claim that the 
welfare state is more developed in the 
United Kingdom than in the USA to 
be erroneous. British social insurance 
expenditure for 1975 probably rose to 
22 per cent of GNP, only marginally 
higher than the corresponding US figure 
of 19 per cent. The percentage for 
Switzerland works out at 13 per cent. 

There can be no doubt that the level 
of state spending in the UK is detri¬ 
mental to a market economy. There is 
an obvious danger that the incentive 
to work in a competitive firm with its 
relatively high performance require¬ 
ments will be seriously diminished if the 
majority of employees can count on a 
secure job in a government subsidised 
or nationalised industry. 

a broad pattern 

In France, state expenditure is 
broken down differently from other 
countries and for this reason we confine 
ourselves to the broad pattern. By 
1959, France was no longer a free 
market economy as defined earlier. For 
that year the share of state expenditure 
in GNP was 34 per cent. Thereafter, 
with few interruptions, it rose gra¬ 
dually to 36 per cent in 1973 and to an 
estimated 38 per cent in 1975. 

The pattern in West Germany is 
more favourable than in the countries 
mentioned so far. Between 1950 and 
1974 government spending in the GNP 
moved in a 28 per cent to 32 per cent 
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range, except for I960 when it wax 
noticeably lower. The graph also in¬ 
cludes per-war figures although these 
are not fully comparable with later 
statistics. 

In Switzerland, the share of federal, 
cantonal and municipal expenditure in 
GNP remained relatively constant in 
1938 and from 19S0 to 1960. In 1938 it 
amounted to 18 per cent, rose to 20 per 
cent by 1952 only to drop back to 18 
per cent again by 1960 and 1960 can in 
fact be regarded as the turning point. 
Since then, government expenditure has 
steadily increased its share of the GNP 
and in 1973 stood at 25 per cent. 

If this trend continues, the Swiss 
economy would cease to be a mixed 
economy before the end of the decade. 
A comparison between state spending 
and gross domestic investment is reveal¬ 
ing. In the 1960’s when the private 
sector was subject to a number of 


restrictions in order to cool the eco¬ 
nomy, the figures show that the public 
authorities were actually stoking it up 
again. 

In terms of GNP government 
spending climbed from 19 per cent in 
1962 to 22 per cent in 1968, while 
private investments fell back from 30 
per cent to 26 per cent. Up to the 
beginning of the 1960*sthe latter had 
seen steady growth and since then have 
fluctuated at between 25 per cent and 
30 per cent; in 1974 they amounted to 
26 per cent. Sizable shifts have taken 
place between the various sub-groups 
classified according to functional rela¬ 
tionship. In terms of overall expendi¬ 
ture, health, social welfare, education, 
research and culture, regional planning, 
communications, energy and tourism 
have all increased their percentage 
share. Outlays on defence and finan¬ 
cial expenditure on the other hand have 
decreased proportionally. The remain¬ 


ing categories have seen virtually no 
change. 

II 

INSTRUMENTS OF POLICY 

In an economic phase like the pre¬ 
sent in which underemployment of 
production factors is preventing eco¬ 
nomies from explitoing their full growth 
potential, the immediate aim of fiscal 
policy is to increase aggregate demand. 
This target can be achieved either by 
expanding government expenditure or 
by increasing private consumption and/ 
or private investments by lowering 
taxes* 

Expanding public spending increases 
the total volume of expenditure and 
hence the GNP, provided it does not 
cause a drop in consumption and 
investment in the process. The' increase 
in GNP is determined by the multi¬ 
plier and the acceleration effect. The 
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latter diminishes when unemployment 
increases and there is a low level of 
capacity utilisation. If the economy 
is tending towards full employment, 
however, the accelerator effect is that 
much higher. 

To gauge the effect of an increase in 
government spending we have to take 
three factors into account. 

Firstly, the extent of the multiplier 
effect depends on the marginal propen¬ 
sity to save by recipients of government 
payments. If these payments take the 
form of wages paid to low-income 
earners, the marginal saving quota will 
be smaller and consequently the multi¬ 
plier greater than if the payments 
went to people in higher income 
brackets. 

Secondly, state expenditure can 
positively influence industrialist’s expec¬ 
tations regarding income from private 
investments and in this way give 
economic activity a new boost. (There 
is, however, one reservation here 
involving what is known as the “crowd¬ 
ing out” effect, which we will deal 
with in more detail later on.) 

additional stimulus 

Thirdly, an expansion of state ex¬ 
penditures can result in private con¬ 
sumption spending simply being 
replaced by public consumption spend¬ 
ing. In such a case no additional 
stimulus results. Varying the level of 
its expenditures is not the only way in 
which the state can influence economic 
activity; two effective alternatives are 
tax cuts and transfer payments. More 
recently, tax relief has gained in popu¬ 
larity as an instrument, as current 
American practice shows. Reductions 
in tax produce an increase in dispos¬ 
able income. After a certain time-lag 
expenditure on consumption starts to 
rise followed by investments. This 
helps to stimulate economic activity. 
The effectiveness of tax reductions, 
however, depends on the volume of 


fundi released and the current propen¬ 
sity to consume. 

The second alternative, transfer 
payments, does involve increased 
government expenditures but no corres¬ 
ponding purchases of goods and 
services. Socially, these payments are 
desirable to the extent that they supply 
people in need with income. By and 
large, however, they are less favourable 
to economic stability because they do 
not involve the provision of any 
services in return. 

Ill 

THE CAPITAL MARKET 

One negative aspect of rising govern¬ 
ment expenditure is what is known as 
“crowding out”. This consists in the 
state financing its extra expenditure 
by issuing bonds, thereby competing 
with the private economy on the capital 
market. The private sector uses its 
own borrowings to finance investments 
which arc the determining factor for 
future growth. 

“Crowding out” can manifest itself 
in the following ways: 

1. The state takes over more and 
more of the tasks previously belonging 
to the domain of the private economy— 
a process Adam Smith was already 
familiar with. 

2. The state borrows in order to 
finance its deficit, leading to additional 
pressure on the capital market and 
pushing interest rates up. As a result 
of the growing cost of money private 
investments start to decline. 

Many economists even held the view, 
based on money supply theory, that 
in the case of a steadily increasing 
government debt the drop in invest¬ 
ment activity outweighs any expan¬ 
sionary impulses generated, with the 
result that there is actually a net 
decline in economic activity. The 
state, however, can only continue to 


finance its deficit through loans as long 
as the supply of savings lasts. 

If demand for capital outgrows 
supply, the government can resort to 
printing new money in order to choke 
off any rise in interest rates. In this 
way it would be possible to satisfy both 
the public and private borrowing 
requirement. However, there is a big 
risk of accelerating the price rise in the 
process. In such a case, nominal in¬ 
terest rates will also start to move up. 
Whilst it is true that investments tend 
to react more readily to real changes in 
interest rates, there eventually comes a 
point when the higher nominal rates 
will have a dampening effect on any 
upturn. 

There are no near-term objections to 
a policy of deficit spending in the form 
of substantial government purchases of 
goods and services, tax reductions, 
higher transfer payments or any 
judicious combination of these, since the 
multiplier effects should be favourable. 
Moreover, with capacity utilisation at 
a low level there is in any case unlikely 
to be much competition on the capital 
market. 

government borrowing 

The medium-term view is less re¬ 
assuring. In order to be able to give 
the economy the impulse demanded 
in many quarters, the government will 
have to borrow increasingly on the 
capital market. Whether the market 
can furnish the necessary funds without 
causing a drastic rise in interest rates 
is doubtful—we have only to look at 
the budget trend in the United States 
and West Germany. Even in Switzer¬ 
land difficulties could arise. A heavier 
government borrowing requirement 
could, for instance, severely affect the 
financing of the annual Sfr 500 million 
needed according to the Swiss Hotel 
Association’s estimates to reconstruct 
and modernise existing facilities. As 
the economic recovery progresses, 
interest rates are liable to rise more 
sharply owing to collisions between 
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public and private issuers. As a result 
many private entrepreneurs would be 
kept off the market. This could mean 
that the future supply of goods would 
suffer from chronic bottlenecks which 
would help to fuel inflation. 

The burning question asked every* 
where today is: Can we afford the 
future? The whole problem has been 
compounded by the leap in demand 
for capital in connection with the 
energy crisis, environmental protection 
and the unsatisfactory state of the 
labour market. 

Leading on from this, we have to 
find answers to the following ques¬ 
tions: How much growth do we want 
in the foreseeable future ? How high 
a standard of living should we aim 


The United States, becoming irritated 
and maybe a trifle alarmed at the 
apparent growth in influence of com¬ 
munism in west Europe, is beginning 
to throw its economic weight about. 
To read the European and US news¬ 
papers at the present time one would 
imagine, if not a trifle better informed, 
that the Italian Communist Party is 
certain to win any general election 
held in that country this year or even 
next and that France staggers in some 
financial and economic weakness 
towards a sinister victory of the com¬ 
bined left-wing forces of socialism and 
communism. 

Secretary of State Henry Kis¬ 
singer has warned the world that 
if communists entered the Italian 
government the result might be a long¬ 
term dangerous trend in west Europe 
because “other countries might be 
tempted to move in the same direction.” 
This weekend he has insisted that 
further advances by the communists 
in west Europe must be stopped, urged 
the few strong in west Europe to help 
the many weak to check the danger 
and threatened a trade war and some 


at? How is inflation going to deve¬ 
lop ? 

Once we have tackled issues such as 
these the problem of capital require¬ 
ments will be that much easier to solve. 
What is certain is that we must switch 
from a policy too heavily geared to 
bolstering consumption and pay more 
attention to promoting investments. 
Studies by Bosworth, Duesenberry and 
Carron as well as by Sinai and Brinner 
show clearly that a return to budget 
stability in the United States is absolu¬ 
tely essential. Provided the US budget 
is square in 1977 or 1978, it will cer¬ 
tainly be possible to cover future capital 
requirements. Bosworth, Duesenberry 
and Carron hold the view that the 
economy can cope with the demand 
for capital for the rest of the 1970's, 
“with normal growth and without 


withdrawal of US troops from west 
Europe to convince everyone that he 
was talking seriously. 

The communist parties in Italy and 
France have, it is true, achieved 
successes in legally held elections; the 
Italians have the biggest party in 
parliament and the largest total vote in 
the last Italian elections. If there 
were an election this year—an event all 
parties other than the communists are 
trying so hard to avoid that they add 
to the impression that the communist 
party would sweep the board—the 
Italian Communist Party might repeat 
its success. But it would be very 
unlikely to ‘win more parliamentary 
scats that all the other Italian 
parties put together and the probaility 
of it forming a government even in the 
best of circumstances for it is extremely 
remote. 

The French Communist party, 
for the time being in an uneasy alliance 
with the socialists, has achieved some 
advances in provincial elections in a 
general left-wing swing. But the 
suspicion between the socialists and 
their communist colleagues is so deep 


unusual sacrifices, but very careful 
fiscal management will be required to 
avoid a capital market crunch or a 
renewal of inflationary pressures”. 

It is to be hoped that the US 
authorities will present a monetary and 
fiscal package capable of lifting the 
economy out of recession and keeping 
it on the rebound. As for Europe, 
efforts in the next few years will have 
to be aligned on reversing the trend of 
government spending. 

Sources and acknowledgement; The 
foregoing summarises an exclusive 
report by Adriano zanoni in the latest 
issue of Prospectt, the Business 
news survey published quarterly by 
the Swiss Bank Corporation, but the 
bank is not responsible for the wording 
of my summary. 

E. B. Brook, Vienna 

that the threat of a general election 
would be almost certain to rend them 
apart. In no other west European 
country, with the possible troubled 
exception of Portugal, has the com¬ 
munist party anything more than 
marginal influence. 

Why, then, the scare and the 
threats ? The potential new chairman 
of the Socialist International, former 
West German Chancellor Willy Brandt, 
remarked recently that ideas and 
activities that are called communist in 
Italy and France would not be described 
as communist at all in Germany. There 
is some truth in his remark, but 
Herr Brandt might care to explain 
how Italian and French communists 
are accepted as such by the Soviet 
party if they are not truly communists 
at all. At the same time, to anyone 
living in west Europe and aware of its 
politics the present US political and 
newspaper scare about communists 
advancing in Italy and France is 
almost laughable. 

The source of the campaign and 
the pressure on west Europe is to be 


The uncertain upswing 
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found first in the fact of the US 
presidential election, in which an anti* 
Red scare is a godsend, and the feeling 
of need to divert angry public atten* 
tion from the international bribery 
revelations in which the biggest names 
in multinational companies have been 
involved and the frank admission of 
sizeable payments to foreign non¬ 
communist political parties. If com¬ 
munism has, in fact, advanced at all in 
west Europe it is the result over the 
last two years of a US president dis¬ 
appearing in disgrace and the biggest 
international firms having been proved 
to ease their sales* path with bribes and 
some general collapse in the repute and 
morality of those held in esteem in 
political and commercial leadership. 

upswing in economy 

West Europe has enough real 
troubles of its own without needing any 
bogeys lo be foisted on it, with or 
without threats if the bogey is not 
accepted. The European Economic 
Community area and several of the 
EFTA countries arc experiencing the 
beginning of an upswing from the 
depth of recession in the last two years. 
Bui the pace, duration and scale of that 
upswing arc uncertain and that fact 
provides far more problems than the 
temporary successes of communists 
anywhere. In general, reasonable 
prospects for this and next year are of 
slower growth in Gross National Pro¬ 
duct, a steeper rise in consumer prices- 
already forbidding and still high 
unemployment. The latter fact is truly 
alarming, especially since it includes 
almost a quarter of potential workers 
between 18 and 25 years of age, a 
proportion that will inevitably grow 
when schools and colleges empty of 
their leavers next summer. If there were 
any prospect of cooperation on this sub¬ 
ject between governments, management 
and trade unions the outlook would 
not be so unhappy, but this cooperation 
appears only in West Germany and 
Austria Management is, in fact, 
eliminating many jobs by making 


its production more capital-intensive 
and structure-rationalising. 

The employment dilemma grows, 
even in the most fortunate or the wisest 
countries. Short-time working, extended 
holidays and earlier retirement ages are 
all used to hide the fact thatwork- 
lessness is steadily growing. In the 
Market area alone last year unemploy¬ 
ment compensation payments cost 
nearly 11.5 billion dollars. There is need 
for much more capital spending but this 
will not increase unless corporate 
profits improve from the depressed levels 
of the recession. Austria is almost the 
only west European country where the 
government and the “social partners”— 
capital and workers—agree on joint 
growth and stability policies for a 
specified number of years. It is largely 
due to this wise cooperation that 
Austria has one of the lowest workless 
rates in west Europe and one of the 
strongest currencies. 

The prospect for the near future, 
possibly till nearly 1980, is a con¬ 
tinuance of insufficient productivity, 
growing worklessness, with inflationary 
price rises for food and raw materials. 

crying wolf 

In circumstances where currencies 
sink steadily in exchange value—these 
have been almost tragic weeks for the 
British Pound—production remains in¬ 
sufficient, worklessness becomes for 
many almost a way of life and GNPs 
rise sluggishly it is easy to find bogeys in 
communist parties, in trade unions, in 
employers who invest too little capital 
to improve production or to modernize 
their factories. All are, probably, at 
fault in their various ways but too 
little thought is given to evolving a 
product which will fit into the modern 
work scene and be adaptable to con¬ 
temporary and future requirments in 
production and work habits. In other 
words, a school or college-leaver for 
whom there is not only a place but who 
is capable of fitting into it. 

This problem of new entiants to the 


work market with a few or almost no 
qualifications fitted to requirements and 
with mentalities unable to comprehend 
the new shape of industrial require¬ 
ments and social demands has grown 
menacingly in the last decade. Into a 
world needing engineers, scientists and 
technicians come young people capable 
only in the humanities, in languages or 
in art. In this matter of fitting the 
work-seeker to the work-market east 
Europe, especially the USSR, is far 
ahead of west Europe. Fortyfive per 
cent of Soviet students are trained in 
engineering-related courses. The West 
Germans—a long way behind the East 
Germans in this matter—train only 20 
per cent of their young people for 
engineering and the French, who are 
having a lot of student trouble again, 
only four per cent. 

human material 

If the human material coming into 
industry were more closely suited to it; if 
education in the leading manufacturing 
and commercial countries gave greater 
emphasis to studies suited to those 
activities and if manufacture, industrial 
research and commerce were placed 
before students as among the most 
worthwhile life activites a new impetus 
would be given to what are now often 
jaded and almost cynical efforts to 
keep west Europe’s commercial reputa¬ 
tion from becoming as outdated as its 
colonial past. 


Eastern Economist 
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This is only an announce 

Mackinnon Macket 

(Incorporated on 30th March. 195! an a public limited company under the Ip 
27th March, 1956 under the Indian Companies Act, 1956. and obtained a fret 

Registered Office: 4, Shoorji Vi 

Announcement regarding the issue of 15,00,00 

Applications have been made to the Bombay, Calcutta and Delhi stock exchanges for permissb 

The subscription list will open at the commencement of banking hours on Wednesday the 12th 
or earlier at the discretion of the Board of directors of the company, but not before the close« 
Copies of the prospectus and application forms may be obtained from the registered office of t 


HISTORY AND BUSINESS Ot THE 

COMPANY 

Introductory 

The company it > subsidiary of British India Steam 
Navigation Co Ltd (Bl) a company incorporated 
in Fngland which is a wholly owned subs diaiy of 
the Peninsular & Oriental Steam Navigation 
C ompany (P A O) a company incorporated by 
Royal < I after in 1 ngland The P 3t O group is 
reputed tv be the I irgest shipping ginup in the world. 
Aftet the . sue of shares pursuant to this prospectus, 

Bl along wtih its nominee will hold 40/, of the total 
capital of the c mpan> 

BISIM-SS OF 1HE COMPANY 

Upon mcorporati m the company took over the 
business of the partnership firm of Mackinnon 
Mackenzie St C o which had been in existent e in India 
since the eighteen fillies L ml 1956 the company 
acted mainly as managing t^enu for the Bl and was 
responsible for operating manning and technical 
sersiccs to the ships on India based trades The 
company also uts as agents at Bombay and or 
Calcutta for sewels belonging to the P A O group 
Cunard Brocxlebink Bankline I Idcr Dempster and 
Waterman ind several Indian companicv 1 he company 
thus became wellknown both in India and abroad for 
expert knowledge of shipping in all its branches. 

The managing agency of BI was terminated in 1956 
when that comrany s operational headquarters moved 
lo London The company expanded its traditional 
activities of port agency ship manning clearing 
and forwarding etc It diversified into allied activities, 
like atr c irgo travel, tourism and shipbroking 
It also assisted Indian entrepreneurs to establish and 
operate shipping companies As part of its programme 
of expansion and diversification the company obtained 
permission of the Reserve Bank of India to 

(a) enter the field of exports of seagoing craft, 

(b) acquire and operate ships in ns own right 

The company s project studies indicated that the 

Persian Gulf provided an excellent epport unity for 
employment of Indian built barges As a pit n project, 
the company is using m the Gulf an Indian barge and 
ts planning Tor the employment of more barges 
The company studied in depth export potential to the 
Gulf of Indian built small craft such as pontoons 
self propelled barges coasters tugs and landing craft 
In less than a year wuh the help of its woild wide 
connections the export orders totalling Rs 2‘crorcs 
and 5 lakh., ha.c Ken recorded 

The company has obtained a dispensation from 
the Government of India to acquire a ship pending 
reduction of us foreign equity to 40‘tjf Pursuant 
to this dispensation a secondhand 16/29 DW1 bulk 
carrier was Acquired in September 1975 The 
Govcrnme it if Ind a t rgci for sh ppmg tonnage m 
the Filth Plan is I 6 million G R I n operation with 
I niilti m (i It I on dr The tonnage cf thr Indian 
merchant marine at present is only 4 14 null ri with 
I 7 null »n(i R T on order I he Gcvcrnrnert is 
anxious that Ind an sh pptng iv pros did with 
mcent ves to expand The company has therefore 
deve'oped p'an for acq iismon «r hands si/cd hulk 
carriers in ihe 15 000 to 30 000 DWT class which 
tn the company s view are best suited to Indi in pnrt 
conditions and to the world wide tramp market 

In the other activities a wider market would be 
available for tapping upon the company ceasing to 
have to operate with several restraints placed by the 
I oretgn I x lunge Regulation Act 

The company s main strength lies in its diversified 
ranvc of activities Being an ongoing as opposed to 
a new cr mpany and the recent profit record support* 
the directors confidence for the future. 

SHARE CAPITAL 


Authorised 

25 00 000 Equity Share* of R* Ity. ggtfi 
15 00000 Unclassified Share* of 
Ks 10/ each 


Rs. 

2 , 50 . 00.000 

1.50.00.000 
4 00 00.00 0 


uch wfetcti Mrc punuini to a .pa,tal resolutionpaludal 
ihe «■inordinary general mealing held on 9||t March, 1*74 
illHniM inio Mini of Rs 10/- each) 

IotmO, Subscribed Lid W*j f Rlggpi 

10.00,000 Equity Share* of Rt 10/- each 1.00.00,000 

(Share* or the total face value of R» **.**, J00 
had bean allouad h fully paid up pursuant to 
a contract without payment being received tn cash. 
The entire Uancd afar* capital is presently held bp 
Bl and m nominee) 

Prcnemt Issue, ^ 

15.00,000 Fquity Share* of 

Rs to/, each for cisti at par 1.50.00.000 

Out uf tbs Present 1 mm: 

*0 000 Equity Share* ef Re 10/. each for 
ea«h at par will be allotted to lltO 
Ol rector* rriend* on or prior 
to the date or opening of 

the subscription Itai 1,00,000 

90 000 Equity Sham orRt 10/. each for 
«.sth at par will be allotted to the 
employees of the company 
on or prior to the date ofopenloa 
or iha subscription list 9,00,000 

Now offered for public id bec rl ptiou tu wit 
14,00,000 Equity Shares of Rs 10/- each 
for cash at par (in which will bo 
added the unsubscribed 
portion of I 00000 Fquity Shares 
reserved for firm allotment 
to the directors* friends and the 
employees of the Company) 1.40.00.000 

1,50,00.000 

TERMS OF PAYMENT Per Share 

Rs 

On application 2 SO 

On allotment 2 50 

The balance of Rs S per share tn one or more 

calls as may be determined fay the Board of 

directors but so that not less than 

one month shall elapse between allotment 

and call or between two successive calls 5 00 

1000 

BOARD OF DIRECTORS = 

Name Occupation 

•Mr NAZIR LATIF C HAIRMAN AND 

MANAGING DIRECTOR 
Trustee Bombay Port Trust 
Chairman Shipping Sub¬ 
committee of the Bombay 
Chamber of Commerce 
A Industry 

Mr. AKBAR HYDARJ COMPANY DIRECTOR 
Chairnutu Wimco Limited 
and on the board of several 
other companies 

Mr ARV1ND GOVf RNMI NTSFRVIC E 

RAGHLNATH KHARE Director Stindia Sicam 
Navigation C o Ltd 
and on the board of several 
otbfr companies 

Mr BHASKAR COMPANY DIRECTOR 

MITTER C hatrman The Metal Box 

Company of India Lid 
and on the b« trd of several 
other companies 

Mr CLIFFORD COMPANY DIRFCTOR 

JOHN NANCARROW Director The Peninsular and 

Oriental Steam Navigation 
Company and on the board 
of several other companies 
Mr. JACDISH COMPANY DIRLC TOR 

NARAYAN SAXENA Director Atul Products 1 id 

and on the board of several 
other companies 

•Mr. N1RODE DEPUTY MANAGING 

KUMAR REN DIRECTOR 

Trustee Calcutta Port Trust 
Chairman Shipping Sub 
Committee uf 1 he B«i i al 
Chamber <4 C >n nmte 
A Ind istrv 
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Director, Hril Properties Ltd. 
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• Executive Directors AM 
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(certificate of change of name as a public limited company on 22nd March, 1976). 

labhdas Marg, Bombay-400 038. 

I Equity Shares of Rs. 10 each for cash at par. 

i to deal in and for an official quotation for the Equity Shares of the company now being issued. 
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East Veil Street. Madurai 625001 5.00 
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Central Btnk of India. Chancier Mukhi. 
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United Bank of India, 16. Old Court 
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61, Bombay Samachar Marg, Bombay 400021 3 00 

Investment l orporauon of India Ltd., 
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Bombay 400023 3.00 
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Stock Exchange Central Building. Dalai Sired, 
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Marg 

NARENDRA M. DALAL, 
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DELHI 
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M. P. MEHTA A CO., 
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R K. CHUCH A CO.. 
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United India Life Bldg., F. Connaught PliCt 

RAJA RAM BHASIN A CO.. 

Jewan Mansion, g/4. D. B. Gupta Road 

SURINDER RODE A CO.. 

J. Siock Exchange. Asaf Ali Road 
V| NOD KUMAR A CO.. 

A-6'Connaught Place 


MADRAS 

CHITRA A CO. _ 

322/323 Ltnfhi Chctty Street 

AHMEOABAD 

CHAMPAKLAL BHAILAL CHOKSHt 
Manek Chowk, Near Share Bazaar 

LAXMINARAYAN N. GUPTA A CO- 
Anindji Kalysnji Building, Relief Road 

BANGALORE 
JAHGIRDAR A CO.. 

21. II Main Road, Scshadripuram 

M. NANJAPPAIAH JAHGIRDAR. 

203, Cavalry Road 

VJJAI A CO.. 

No. 9.11th Main Road, Mallcswaraflt 
HYDERABAD 

LAXMl NARAYAN RATHI, 

4-3-171, Haihmat Gunj, Sultan Baar. 

P. B. AFZULPURKAR. 

4-5-193 Sultan Bazar 
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44. Bade Sarafa 
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Save 

with 

grace 

linoleum floor-coverings are an economic 
investment Linoleum endows your home 
with a graceful decor. By retaining its 
striking elegance for yean, it saves you 
so much in repair and renovation costs..- 
you’ll need a whole elephant to serve 
as a piggy-bank! 
Suin~proof, easy to dean and polish, 
Linoleum comes in a wide range of colours 
and designs. Choose yours. 

LINOLEUM 

**■>• versatile floor*covaring a For batter living 

India Linoleums LuL, 
FjO. Bktopur, at Hffaoa* Wes Bengal 
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TRADE 

WINDS 


Dry Batteries 

The central government’s 
budget for 1976-77 provided 
a number of incentives and 
tax reliefs. A section of the 
dry battery manufacturers - - 
those manufacturing metal 
clad batteries—was given a 
five per cent relief in excise 
duty (from 25 per cent to 
20 per cent) on finished pro¬ 
ducts. The reason advanced 
for this preferential treatment 
was that the new entrants in 
this industry who had taken 
up the manufacture of metal 
clad batteries, were under 
financial strain. 

A spokesman of the Indian 
Dry Battery Manufacturers’ 
Association stated in the 
capital recently that the 
excise relief was discrimina¬ 
tory because some of the 
manufacturers of paper clad 
batteries had also been under 
financial stress. It was stated 
that Estrela and Geep -two 
well-known manufacturers - 
had been making no profit. 
Estrela had made no profit 
for two years in a row while 
Geep had shown steady 
erosion of profits with loss 
during the year 1975-76. In 
short, the problem of finan¬ 
cial loss was not confined 
to the metal clad batteries 
manufacturers alone. 

On the other hand Toshiba 
Anand,a metal clad batteries 
manufacturer had made 


a profit of Rs 4.34 lakhs 
during the year ending Sep¬ 
tember 30, 1975. It was 
therefore argued that if the 
relief was given due to the 
financial stress faced by the 
manufaturer, it was justified 
for the total industry includ¬ 
ing the older manufacturing 
units which employed more 
than 10,000 persons. 

Some of the manufacturers 
used cellusose acetate or 
polyester for the covering of 
the battery and it gave as 
good performance as the 
metal clad one. They were 
being sold almost at identi¬ 
cal prices before the relief 
was provided by the budget. 
These leak-proof batteries 
have sturdy internal cons¬ 
truction and arc covered with 
four layers of polyethylene 
and an anti-corrosion poly¬ 
ester or cellulose acetate 
jacket, thus avoiding the use 
of imported tinned plate as 
is the case with metal clad 
batteries. A large Quantity 
of such batteries are being 
currently exported. Because 
such batteries are likely to 
lose a part of the domestic 
market to the metal clad 
ones due to the new relief 
in excise duty, the capacity 
of the exporting units to 
bear losses on exports has 
been reduced. Consequent¬ 
ly, this discriminatory relief 
in excise duty is likely to 


jeopardise the export of dry 
batteries. The spokesman of 
the Indian Dry Battery 
Manufacturers therefore 
pleaded that the relief which 
the government had granted 
should cover both the metal 
clad and the polyester clad 
batteries. 

lndo-Rumanian Trade 

lndo-Rumanian trade will 
be doubled to Rs 200 crores 
by 1980. A protocol to this 
effect was signed in New 
Delhi an April 28 by the 
Petroleum minister, Mr K.D. 
Malaviya, and the Rumanian 
Metallurgy minister, Mr N. 
Agachi, who are co-Chair- 
men of the lndo-Rumanian 
Joint Commission. Both 
described the protocol as 
“a document of great impor¬ 
tance.” They also signed a 
three-year executive pro¬ 
gramme for cooperation in 
science and technology 

Fertiliser Prices 
Reduced 

The union ministry of 
Agriculture and Irrigation 
has announced a further 
reduction in the prices of 
imported phosphatic and 
complex fertilizers. These 
reductions are in addition 


to those announced on March 
16, 1976. 

The latest price reductions 
are applicable to four types 
of fertilizers. The retail 
price of di-amm-phosphate, 
has been brought down 
from Rs 2600 per tonne to 
Rs 2210 per tonne. NPK 
(15-15-15) will now sell at 
Rs 1570 per tonne against 
Rs 1645 per tonne. The price 
of NPK (17-17-17), which 
was brought down from 
Rs 2425 per tonne to Rs2125 
per tonne on March 16 last 
will now be further reduced 
to Rs 1970 per tonne. The 
price of ANP (24-24-0) 
which was Rs 2650 per 
tonne before March 16 and 
Rs 2295 per tonne since then 
Iras been fixed at Rs 2270 
per tonne. 

The current retail prices 
of these fertilizers from the 
central pool compared to 
the retail prices in the cor¬ 
responding period of last 
year are as shown in the 
below. 

The prices of various types 
of fertilize!s have been 
brought down more than 
once in the last year, the 
first reduction having been 
made on July 18, 1975, the 
second on December 1, 


Fertiliser Prices 


(Rs per tonne) 


Fertilizer 

Price in 
corresponding 
period of 
last year 

Current 

price 

Dt-Amm-Phosphate 

3,005 

2210 

ANP (24-24-0) 

3,080 

2270 

NPK (15-15-15) 

1,700 

1570 

NPK (17-17-17) 

2,590 

1970 
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1975, the third on March 
16, 1976 and now again. 

Namrup Expansion 

The Namrup Expansion 
Project of the Fertilizer Cor¬ 
poration of fndia has gone 
into production. The plant 
started producing ammonia 
for the first time on April 
23, 1976. Urea production 
is expected to follow in a 
few days. The Planning & 
Development Division of the 
Fertilizer Corporation of 
India did the complete design 
and engineering of the plant. 
Licence and proccsss design 
for the Vetrocokc C02 remo¬ 
val section, ammonia syn¬ 
thesis loop and urea synthesis 
were obtained from Tccni- 
mont of Italy. The Plan¬ 
ning & Development Divi¬ 
sion was also responsible for 
procurement, inspection of 
equipment, supervision of 
erection and commissioning 
of the project. Site cons¬ 
truction was carried out by 
FCTs Project Organisation 
at Namrup. 

Indo-Tanzania 

Agreement 

A formal agreement bet¬ 
ween India and Tanzania 
was signed in Dar-es-Salam 
recently under which the two 
countries would cooperate 
in the establishment of 52 
small-scale industrial pro¬ 
jects in the rural areas of 
Tanzania. The small-scale 
industrial projects will be 
expeditiously completed. The 
assistance includes supply, 
installation and commission¬ 
ing of plant and machinery, 
training of Tanzanian per¬ 
sonnel in India and the 
deputation of Indian experts 
and tcchnicianns. It was 
agreed that small pro¬ 


jects to meet the ancillary 
needs of existing industrial 
projects in Tanzania would 
also be established at the 
earliest. According to the 
agreement, measures would 
also be taken to establish 
common facilities-cum- 
training-cum-service centres 
to provide necessary 
technical support for indus¬ 
trial programmes of the 
government ofTanzania. 

Unauthorised Mining 
Banned 

An ordinance prohibiting 
unauthorised mining of coal 
has been promulgated by the 
President on April 29, 1976. 
The ordinance amends the 
provisions of the Coal Mines 
(Nationalisation) Act 1973, 
to meet adequately the situa¬ 
tion created by certain 
private parties taking up 
unauthorised mining opera¬ 
tions. With the promulga¬ 
tion of the ordinance all 
unauthorised mining of coal 
was expected to cease forth¬ 
with. The ordinance would 
help in the healthy develop¬ 
ment of the nationalised 
coal industry. It provides 
that all persons engaged in 
unauthorised coal mining 
“shall be punishable with 
imprisonment for a term 
which may extend to two 
years and also with fine 
which may extend to 
Rs 10,000.“ 

Among the exceptions 
to the ordinance were: 
the central government or 
a government company or a 
corporation owned, manag¬ 
ed or controlled by the 
centre or sub-lesse of the 
government company or 
corporation or a company 
engaged in the production 
of iron and steel. All other 


ooal mining leases in force 
immediately before the com¬ 
mencement of the ordinance 
“shall stand terminated. 9 ’ 

Railway Construction 
Company 

A new company known as 
the Indian Railway Cons¬ 
truction Company Pvt., 
Limited has been set up in 
the public sector under the 
ministry of Railways. The 
company has been formed 
with the object of taking 
up, on a turn-key basis in 
India and abroad, the cons¬ 
truction of new railway 
lines, setting up of produc¬ 
tion units for the manu¬ 
facture of rolling stock, 
signalling and telecom¬ 
munication equi pmen t, 

construction of locomotive 
repair shops and mainte¬ 
nance depots, modernisation 
of existing signalling and 
tele-communication systems 
and other railway works. 
The authorised capital of 
the company is Rs 10 crores 
and the paid up capital is 
one crore of rupees. 

Madhya Pradesh 
Aboliahes Octroi 

The Madhya Pradesh 
government’s decision to 
abolish the age-old octroi 
came into effect at midnight 
of April 30. Four ordi¬ 
nances have been promul¬ 
gated replacing the levy 
with alternative sources of 
revenue. Under these, pro¬ 
perty tax has been made 
over to civic bodies. 
The rate of turnover tax has 
been increased from 0.4 
per cent to 1.25 per cent, 
while a new levy called 
entry tax has been intro¬ 
duced. Its rate is 1.25 per 
cent of the value of goods 


entering a municipal area. 
This will be collected by the 
sales tax department and 
made over to the local 
bodies. The octroi revenue 
of all civic bodies in 
MP is estimated at 
Rs 18 crores. The new 
levies, announced are ex¬ 
pected to make good the 
octroi loss of the civic 
bodies. 

ChangM in IMF Ruin* 

India has voted for com¬ 
prehensive amendments to 
the articles of arrangement 
of the International Mone¬ 
tary Fund (IMF) providing 
for the reduction in the 
role of gold and exchange 
arrangements of each coun¬ 
try’s choice, subject to firm 
surveillance by the Fund. 

The package of amend¬ 
ments is described by the 
Fund as an important step 
in the evolutionary process 
of international monetary 
reform. These changes had 
been proposed by the Fund's 
interim committee at its 
meeting in Kingston (Ja¬ 
maica) in January last. 

The board of governors of 
the Fund, namely the Finance 
ministers of member-coun¬ 
tries, were to cast their 
votes on the resolution set¬ 
ting out the amendments by 
mail by April 30. A majori¬ 
ty of votes cast is required 
for approval by the board 
of governors as a whole. 

The amendments will be 
later submitted for accep¬ 
tance to member-countries, 
and in many cases legislative 
approval will be required. 
The entire procedure for 
ratification of amendments 
by member-countries is likely 
to take 12 to 18 months. 

The amendments provide 
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for elimination of the func¬ 
tions of gold as common 
denominator of the par 
value system, abolition of 
official prices of gold and 
stoppage of obligatory pay¬ 
ment in gold by the mem¬ 
bers of the Fund. 

Thus, gold will no longer 
be the common denominator 
of the par value system or 
the unit value of SDR 
(Special Drawing Rights). 

Joint Venturts 

The government has ap¬ 
proved 134 proposals for 
India's joint ventures with 
other countries till the end 
of December 1975. Of these, 
64 have already gone into 
production and 70 are under 
active implementation. The 
approved investment in 
these projects is of the 
order of Rs 32.8 crores. 

The joint venture covers 
a wide field of projects such 
as textile mills, jute mills, 
oil mills, sugar mills, pipes 
and pumps, hard board, 
cork products, engineering 
goods, electric fans and 
sewing machines. The list 
further includes razor blades, 
asbestos, cement products, 
steel furnitures, pharmaceu¬ 
tical products, cosmetics, 
paper plants, re-rolling steel 
mills, glass factory, electric 
motors and transformers, 
diesel engines, vanaspati 
plant, confectionery and 
setting up of Indian hotels 
and restaurants. 

While majority of the 
projects, which have been 
or are being established, are 
for locating in African and 
South-East Asian countries, 
some cover the developed 
countries of West Europe 


and North America. Hie 
ventures initiated in these 
advanced countries include 
plants of oil engines, hard- 
board, asbestos, cement and 
magnet wires. 

In addition to the indus¬ 
trial manufactures, as fields 
for joint venture collabora¬ 
tions, the service ventures, 
consultancies, trading and 
marketing ventures are also 
being explored. 

Besides,, the usual advan¬ 
tages of providing a ready 
market for capital goods, 
recurring exports of raw 
materials, semi - processed 
goods, spare parts and 
components, the invest¬ 
ment in the joint ven¬ 
tures abroad effectively 
serves to retain the export 
markets and open up new 
areas for exports. 

Rural Development 

The two-day symposium 
on industry and rural deve¬ 
lopment, organised by the 
Associated Chambers of 
Commerce and Industry, 
ended in New Delhi on 
April 24, with the partici¬ 
pants undertaking a com¬ 
mitment to involve industrial 
and business houses in rural 
development. 

Twelve specific areas 
where industry can assist in 
improving the standard of 
people living below the 
poverty line in rural areas 
were identified at the sym¬ 
posium. 

The president of the asso¬ 
ciation, Mr Akhar Hydari, 
announced at the conclud¬ 
ing session that a permanent 
committee would be set up 
in the chamber to study the 
action programmes sugges¬ 


ted at die symposium and 
give directions to constituent 
units to implement the pro¬ 
gramme. 

The areas are: Adop¬ 
tion of villages; formation 
of consortium of companies 
to deal with the specific 
problems of specific areas; 
efforts to increase produc¬ 
tivity per hectare through 
assistance by individuals or 
associations; helping agro¬ 
centres; starting linkage 
effect industries which are 
labour intensive in rural 
areas; releasing finance 
for conceptual activities; 
contribution to research 
and development cither col¬ 
lectively or individually; 
spreading the message of 
family planning and water 
conservation; evolving 
equitable price structure 
between agriculture and in¬ 
dustry; Identification of 
projects at district level; 
training programmes for 
people in rural areas; and 
assist in development of 
appropriate technology for 
rural areas. 


Dr M.S. Swaminathan, 
Director-General of [ndian 
Council of Agricultural 
Research, and Mr I.J.Naidu, 
Secretary, Department of 
Rural Development, had 
agreed to participate in the 
deliberations of the com¬ 
mittee. 

Mr H.P. Nanda, incom¬ 
ing president of the cham¬ 
ber, said that a separate 
cell would be created at the 
headquarters of Assocham 
to follow up the recommen¬ 
dations. He announced a 
donation of Rs 1 lakh to¬ 


wards meeting the expendi¬ 
ture of this cell. 

Satellite Tracking 
Station 

The Department of Space 
is setting up a satellite 
tracking station at Kavaloor 
in Tamil Nadu with Soviet 
collaboration to study closely 
the earth in relation to other 
planets. India and the 
Soviet Union had recently 
entered into an agreement 
for the setting up of the 
station at the Indian Insti¬ 
tute of Astrophysics at 
Kavaloor. The station 
would be ready for tracking 
by the end of the year. 

New Mineral Reserves 

The Mineral Exploration 
Corporation is conducting a 
number of detailed explora¬ 
tions with major emphasis 
on coal, because of energy 
crisis. Its main activities 
for coal are confined to 
Godavari; Panch Kanhan, 
Wardah Valley coal fields in 
Madhya Pradesh and Maha¬ 
rashtra and in the Raniganj 
and Jaharia coal fields in 
in Bengal-Bihar region. The 
corporation has about 20 
coal investigations in hand 
at present. It has drawn 
up a blueprint of explora¬ 
tion activities for proving 
coal deposits to meet the 
increasing demands for coal 
in years to come. 

The corporation has also 
been entrusted with the 
high priority exploration of 
the east-coast bauxite pro¬ 
ject extending from Orissa 
to AP. Its other investi¬ 
gations include: (i) Explo¬ 
ration for iron ore at Chiria 
(Phase 1) in Bihar on behalf 
of the Iron Ore Board, (ii) 
Cement grade limestone at 
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Walayar on behalf of the 
Kerala government, (iii) 
Copper at Malanjkhand in 
Madhya Pradesh and Maila- 
ram in Andhra Pradesh on 
behalf of Hindustan Copper 
Limited and Andhra Pradesh 
government respectively. 
The corporation is also con¬ 
ducting investigations for 
lead-zinc at Paduna and Raj 
pura-Dariba in Rajasthan, 
at Shiskkhani in UP and 
at Zangamarajupalle in 
Andhra Pradesh and for 
bauxite at Kalyanpur in 
Gujarat and Chintapalle in 
Andhra Pradesh. 

Electro-Chemical 
Research Centre 

Union Carbide’s Flectro- 
Chemical Research Centre 
was inaugurated in Calcutta 
recently. The centre will 
engage in the technological 
investigations directed to 
closer understanding of the 
electro-chemistry of a dry 
cell, to the design and deve¬ 
lopment of flshlights and to 
the products such as photo- 
engravers' plates, cinema 
carbons, gouging electrodes 
and other shaped carbon 
pioducts. 

IDPL 

The state-owned Indian 
Drugh & Pharmaceuticals 
Ltd. achieved an all time 
high production of Rs 61 
crores comprising ofRs 31 
crores worth of essential and 
life saving bulk drugs, 
Rs. 30 crores worth of 
formulations and Rs 50 
lakhs worth of instruments. 
This represents a net growth 
rate of 36 per cent for 
IDPL as compared to 
and average of 15 per cent 
of the drug Industry. The 
corresponding sales turnover 


for the year is Rs 58.? 
crores representing a growth 
rate of 28 per cent. The 
company has earned a net 
profit of Rs 273 lakhs in 
1975-76 as against Rs 249 
lakhs in the previous year. 
The slightly lower percentage 
of profit for this year has 
been due to the fact that the 
company did not raise the 
price for any one of its pro¬ 
ducts inspite of higher cost 
of raw-materials and higher 
incidence of production 
costs, wages & salaries, 
pow'er, fuel, excise, interest 
etc. 

Due to this significant rise 
in production, IDPL has 
contributed towards self- 
sufficiency in the production 
of essential bulk drugs. In¬ 
deed its own imports have 
gone down by as much as 
25 per cent. Also for the 
first time, the antibiotics 
plant at Rishikesh has attain¬ 
ed a break-even point. 

IDPL is now engaged in 
expanding its production 
activities for leading the 
country forward towards 
self-sufliciency in the pro¬ 
duction of important drugs 
and pharmaceuticals. Pro¬ 
duction facilities at its syn¬ 
thetic drugs plant at Hydera¬ 
bad are being expanded from 
the present capacity of 1900 
tonnes to about 3400 tonnes 
and at the antibiotics 
plant at Rishikesh, produc¬ 
tion of antibiotics is schedu¬ 
led to be doubled during 
the fifth Plan period. Set¬ 
ting up of the two new 
units, one for the produc¬ 
tion of basic drugs at 
Bettiah in Bihar and the 
another for formulations at 
Gurgaon in Haryana, is 


scheduled to begin in the 
current year. 

In Brief 

The Asian Development 
Bank ADB accepted on 
April 21, 1976 from the 
government of Austria its In¬ 
strument of Contribution 
of Austrian schillings 114 
million (equivalent to US 
$6.9 million) to the Asian 
Development Fund (ADF). 

The Asian Development 
Bank has approved a loan 
of US$23.6 million to the 
Public Utilities Board (PUB) 
of Singapore for the second 
water supply project. The 
Bank of America (BOA) has 
agreed to extend a loan of 
US$5.0 million to the 
PUB for this project under 
a co-financing arrangement 
with the ADB. The total 
cost of the project is esti¬ 
mated at US s 62.2 million 
of which US s 28.6 million 
represents the foreign ex¬ 
change component that 
would be financed under 
the ADB and the BOA 
loans. The projeet aims at 
expanding indigenous water 
supply sources and support 
ing facilities to help meet 
Singapore’s domestic, com¬ 
mercial and industrial water 
demand up to 1985. 

The country's widest Hot 
Strip Mill, at Bokaro, was 
formally inaugurated by the 
prime minister Mrs Indira 
Gandhi on May 1. 

The stamp of Hindustan 
Steelworks Construction 
Ltd. (HSCL) which today is 
the biggest construction 
company in the country, is 
immediately discernible at 
Bokaro, the construction 
and commissioning of which 
involved civil engineering 
works, structural fabrication 


and erection, refractory 
works, erection of electrical 
and mechanical equipment 
and laying of all out door 
and technological pipelines. 
HSCL can take credit for 
having carried out all these 
jobs primarily through 
departmental labour. 

Names in the News 

Mr Sisir Mitra Managing 
Director of Cyanamid India 
Ltd., has been elected 
president of the Organisation 
of Pharmaceutical Producers 
of India (OPPI), Bombay, 
for 1976-77. 

Mr C.D. Khanna, former 
chairmacn of Industrial 
Finance Corporation of 
India has joined ihe board 
of directors of Swcdeshi 
Polytex Ltd., in place of Mr 
R. Venkatraman. 

Mr Bansi Dliar, a 
director of Delhi Cloth and 
General Mills Ltd , has been 
elected chairman of the 
Vanaspati Manufacturers’ 
Association of Tiidia for 
1976-77. 

Mr H. C. Kothari was 
elected as Chairman of the 
All-India Manufacturer!)' 
Organisation (Tamil Nadu 
State Board) for the year 
1976. Mr H. C. Kothari is 
a Managing Director of 
Kothari (Madras) Ltd. 

Mr Ashok Gocnka has 
been appointed Chairman- 
cum Managing Director of 
the United India Fire and 
General Insurance Company 
Limited, a nationalised 
insurance company. Mr 
Goenka was previously 
General Manager of the 
General Assurance Society 
Limited. After nationlisation 
he was the General Manager 
of the National Insurance 
Company Limited. 
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COMPANY 

AFFAIRS 


Nirlon Synthetic 

Nirlon Synthetic Fibres 
and Chemicals Ltd, is enter¬ 
ing the capital market on 
May 25 with a public issue 
of 790,000 equity shares of 
Rs 10 each at a premium of 
Rs 22.50 per share. The pri¬ 
mary purpose of the public 
issue is to list the company's 
‘Shares on the Bombay Stock 
Exchange and utilise the pro¬ 
ceeds of the issue amounting 
to Rs2.57 crores for financing 
the company’s depolymerisa¬ 
tion project estimated to 
cost Rs 1.92 crores. The ob¬ 
ject behind the installation 
of the depolymerisation plant 
is to recover unreacted cap¬ 
rolactam from the waste yarn 
obtained during normal 
manufacturing operations. 
This would lead to increased 
efficiency and reduction in 
costs of raw materials con¬ 
sumption and also enhance 
raw material availability. 

New Activity 

The company is also ventur¬ 
ing into a new line of activity 
for the manufacture of con¬ 
veyer belts. This plant will 
have a capacity to produce 
1200 tonnes of conveyer belts 
and 12 lakh fan and V belts 
per annum. The project will 
be set up at Roha, a back¬ 
ward area in the state of 
Maharastra. This is likely to 
be a profitable venture in 
view of the acute shortage 
of conveyor belts in the 
country. 

The company has been 


declaring very high rates of 
dividends during the past few 
years. It paid a dividend of 
40 per cent for 1974-75 and 
it is likely that the distribu¬ 
tion may be maintained or 
even enhanced in the com¬ 
ing years. Considering its 
excellent past record, high 
profitability, huge reserves 
and anticipated growth, ex¬ 
pansion and diversification 
in its manufacturing activi¬ 
ties, the response to the 
public issue is expected to 
be extremely encouraging. 

Union Bank of India 

Mr Pranab Kumar Muk- 
herjee, union minister for 
Revenue and Banking, dec¬ 
lared open the Union Bank 
of India's branch on April 
25, 1976 at Bishnupur. 

The branch at Bishnupur 
will be Union Bank's second 
branch in Birbhum district 
and the bank’s 18th branch 
in West Bengal state. 

On the eve of nationalisa¬ 
tion, the bank had 17 bran¬ 
ches in the eastern region, 
comprising of the state of 
Assam, Bihar, Orissa *and 
West Bengal, and Tripura. 
During the b^-year period 
of post-nationalisation, the 
bank has more than tripled 
its branch network in this 
region, bringing the total 
number of branches to 56 by 
end December 1975. Of the 
39 branches opened during 
this period, as many as 31 
were in the rural and semi- 


urban centres. During the 
same period, the deposits of 
the bank in the region in¬ 
creased from Rs 9.96 crores 
(as of June 1969) to Rs 44.09 
crores (asof December 1975), 
registering more than four¬ 
fold increase. 

Credit-Deposit Ratio 

The credit extended by 
the bank in the eastern 
region has more than 
doubled during this period, 
from Rs 10.47 crores (as of 
June 1969) to Rs 23.25 cro¬ 
res (as of December 1975). 
The bank maintained credit- 
deposit ratio of about 57 
per cent in the region during 
this entire period. The 
bank's priority sector ad¬ 
vances (excluding exports) 
in the eastern region have 
increased sharply during the 
post-nationalisation period, 
the figure rising from 
Rs 1.32 crores (as of June 
1969) to Rs 7.93 crores (as of 
December 1975). Consequen¬ 
tly the share of priority sec¬ 
tor advances (excluding ex¬ 
ports) in the total advances 
has gone up from 12.62 per 
cent as of June 1969 to 34.12 
per cent as of December 
1975. It is noteworthy that 
the bank’s share of priority 
sector advances is more 
than 50 per cent in the 
backward states of the re¬ 
gion, viz: Assam, Bihar and 
Orissa. 

A few months back. Union 
Bank of India’s innovative, 


Night Banking Service was 
introduced at the bank’s 
three branches in the Cal¬ 
cutta metropolis, viz. Ezra 
Street, Shyom Bazar and 
Ballygunj. The bank is 
also considering extension 
of this facility to some other 
branches, in view of the 
encouraging response from 
the public. 

Sandvik Asia 

Sandvik Asia Limited has 
recently been granted an in¬ 
dustrial licence to step up 
substantially its present 
manufacturing capacity. 

The company is a subsi¬ 
diary of the world-wide 
Sandvik Group which is a 
pioneer in the field of tungs¬ 
ten carbide for metal cutting 
and metal forming applica¬ 
tions, rock drilling products 
and speciality steels. Sandvik 
Asia Limited was incorpora¬ 
ted in 1960 with a licensed 
capacity of 24 tonnes per 
annum which was subsequ¬ 
ently increased to 84 tonnes 
per annum in 1965. 

Within the terms of the 
industrial licence now re¬ 
ceived by the company, it is 
proposed to further increase 
this capacity of 84 tonnes 
per annum to a level of 150 
tonnes per annum. 

While implementing the 
expansion programme the 
company will also increase 
its production of tungsten 
carbide cutting tools, wear- 
resistant and rock drilling 
products. 

The company has also 
planned to modernise some 
of its manufacturing facili¬ 
ties and this will enable the 
company to introduce some 
of the latest processes and 
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techniques, such as the tita¬ 
nium coating of carbides 
which arc not presently 
in use in the country. 

The growth of the com¬ 
pany since its inception has 
been rapid and the turnover 
for the year ended December 
31, 1975, is of the order of 
Rs 147 millions. Expoits by 
the company have also been 
impressive and it has recei¬ 
ved recognition certificates 
foi its export efforts from 
the Engineering Export Pro¬ 
motion Council and the 
government of Maharashtra. 
The company has agreed to 
a stipulation by the gov¬ 
ernment that 60 per 
cent of the additional pro¬ 
ducts manufactured arc to 
be exported. 

IFFCO 

During the cooperative 
year 1974-75, Indian far¬ 
mers Fertiliser Cooperative 
Ltd (IFFCO) commenced 
commercial production at 
all the three plants, namely 
NPK plant at Kandla and 
the Ammonia and Urea 
plants at Kalol. The total 
cost of these plants as finally 
computed came to Rs 97.58 
crores, as against the origi¬ 
nal estimates of Rs 91 60 
crores -the small ovei-run 
being largely due to increases 
in customs duty and interest 
accruals on account of slight 
delay in commencement of 
production. 

In so far as financing of 
this ‘over-run’ of Rs6 crores 
is concerned, Rs 1.3 crores 
have already been collected 
from the shareholders by way 
v of additional subscriptions 
to the share capital. For the 
remaining amount, the LIC 
and IDIB have agreed to 


contribute Rs 2.35 crores 
each. 

The total production of 
ammonia, urea and NPK for 
the period November, 1974 
to June 1975 amounted to 
62,900, 56,400 and 60,000 
tonnes respectively. 

Buyer's Market 

Though the IFFCO's 
plants commenced produc¬ 
tion at a time when fertiliser 
market changed over from a 
seller's to a buyer’s market 
and there was tremendous 
resistance among farmers to 
the purchase of fertilisers on 
account of very heavy in¬ 
crease in their prices, it was 
able to sell by June, 1975, 
36,241 tonnes of urea and 
29,827 tonnes of NPK. In 
addition, it also sold 10,775 
tonnes of amonia to FCl 
and sundry buyers. Thus 
IFFCO was able to do be¬ 
cause of its intensified pro¬ 
gramme of promotional acti¬ 
vities at the grass-root level 
through a field force of 
more than 250 highly train¬ 
ed and motivated agricul¬ 
tural graduates 

rFFCO, during 1974-75, 
laid out 519 crop demons¬ 
trations, organised 148 field 
days and 604 farmers meet¬ 
ings, adopted 16 villages in 
different state* and conduct¬ 
ed training for about 6,000 
cooperative salesmen at 150 
sales-points. 

During 1974-75, the Phul- 
pur plant of IF! CO made 
substantial progress The 
feedstock for this plant was 
changed from fuel oil to 
naphtha. This change over 
was approved by the govern¬ 
ment of India and the World 
Bank. 

The selection ol main con¬ 


tractors for the plant was 
completed. The agreement 
for construction, supervision 
and engineering of urea plant 
was signed with M/s Snara- 
progetti of Italy, for steam, 
power plant and offsites 
with Messrs Development 
Consultants and for ammo¬ 
nia plant with Messrs Kel¬ 
logg International Corpora¬ 
tion of the USA. 

The designs of townships 
are ready and construction 
work has commenced. Plant 
and machinery is expected to 
arrive starting from July, 
1977. Site works will be in 
good progress by then and 
the project is expected to be 
completed and in produc¬ 
tion by early 1979. 

Korea 

The Kores Business 
Machines and Systems Divi¬ 
sion has announced the 
introduction of India’s first 
fully automatic copier, the 
KOREFAX. This division 
had in August 1971 pioneer¬ 
ed the indigenous manufac¬ 
ture of the first Xerographic 
Copier for industrial and 
business applications. 

The KOREFAX, the 
completely automatic table- 
top, fiat-bed copier, shall 
meet the need for clear and 
sharp copies at the rate of 
a copy every s-ix seconds. 
Being a flat-bed copier, 
copies could be made of 
any written or printed 
matter drawings or half 
tones, from single sheets, 
books to three dimensional 
objects. The roll of paper 
used for obtainining copies 
is automatically cut by a 
random length cutter, to 
size of the original. Adjust¬ 
ment of the length of this 
paper could be made to 


between 148 mm* and 
964 mm, an advantage 
not existing in conven¬ 
tional copiers. KOREFAX 
also has an automatic sys¬ 
tem, to obtain the required 
number of copies. 

Sandoz 

Sandoz (India) Ltd, has 
reported substantial improve¬ 
ment in its working result 
during the year ended De¬ 
cember 31,1975. The gross 
turnover advanced by 19.8- 
per cent to Rs 23.47 crores 
from Rs 19.59 crores in 1974 
while the profit after tax and. 
tax adjustments too record¬ 
ed a smart rise to Rs 0.69 
crore from Rs 0.55 crore in 
the preceding year. The di¬ 
rectors have recommended a 
dividend of 12 per cent per 
equity share of Rs 10 for 
1975. The dividend how¬ 
ever is payable on the enlar¬ 
ged capital of Rs 1.88 cro¬ 
res. 

Larsen & Toubro 

Mr S.B. Chavan, chiel 
minister of Maharashtra 
laid the foundation stone of 
the state’s largest dairy pro¬ 
ducts plant at Udgir, in 
Osmunabad district, on April 
25, 1976. Th$ plant, to be 
erected by Larsen & Toubro* 
Limited (L&T), will have a 
production capacity of 16 
tonnes per day—the pro¬ 
duct mix comprising milk 
power, butter and ghee. In¬ 
cluded in L&T’s supply for 
the Udgir milk powder plant 
are evaporating and drying, 
plants and service equipment 
for steam raising and refri¬ 
geration. L&T will also 
carry out the entire mechani¬ 
cal and electrical erection. 
The Udgir milk powder 
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plant is expected to boost 
the dairy economy in this 
backward area of Maha¬ 
rashtra. 

Tata Chamicals 

During the nine months 
ended March 3I, 1976, the 
sales (inclusive of excise 
duty) of all products of 
Tata Chemicals were ap¬ 
preciably higher at Rs 25.93 
crores and it exceeded the 
turnover of the correspon¬ 
ding period of the previous 
year by Rs 1.02 crores or 
4.1 per cent. Among the 
company’s major products 
the output of soda ash dur¬ 
ing the nine months at 
235,591 tonnes was higher 
by 17,498 tonnes (8.0 per 
cent) over the similar period 
of last year. 

Rajasthan Financial 
Corporation 

Out of the total loan 
sanctioned by the Rajasthan 
Financial Corporation, more 
than 58 per cent share has 
gone to the units being set 
up in industrially backward 
district of the state in the 
financial year ended on 
March 31, 1976. Thus the 
corporation's endeavour to 
remove regional imbalance 
by giving incentives and 
concessions to entrepreneurs 
establishing industries in 
backward areas of the state 
gained further momentum. 

RFC sanctioned a sum of 
Rs 4.66 crores to 136 
industrial projects located 
or to be located indust¬ 
rially backward districts of 
the state in 1975-76 as 
against Rs 3.22 crores to 
80 industrial units in 1974- 
75, showing an increase of 
45 per cent in the amount 


of loan and 70 per cent in 
the number of units. 

The corporation has 
sanctioned loans aggregat¬ 
ing more than Rs 8 crores 
to 289 industrial units in 
1975-76 as compared to the 
total assistance of Rs 7.06 
crores sanctioned in the 
preceding year. RFC has 
disbursed a sum of Rs 3 87 
crores in the year 1975-76 
as against Rs 2.83 crores in 
the previous year showing 
an increase 36.75 per cent 
in disbursement. 

IFCI 

The Industrial Finance 
Corporation of India (IFCI) 
has decided to augment its 
resources by a fresh issue of 
bonds for Rs 17.5 crores 
from May 10, 1976. 

The corporation has al- 
icady issued 20 series of 
bonds since 1952 for an ag¬ 
gregate amount of Rs 155.43 
crores but of which 
the amonut outstanding is 
Rs 127.19 crores. 

The present six per cent 
1986 bonds are fully guaran¬ 
teed by the central govern¬ 
ment as to repayment of 
principal and payment of 
interest, and are approved 
securities under the Indian 
Trusts Act, the Insurance 
Act and the Banking Regu¬ 
lation Act. 

The issue price will be 
Rs 99 for every Rs 100 of 
the bonds applied for. 

The subscription list will 
open on May 10 and will 
close on May 12 or earier 
as soon as the issue is fully 
subscribed. Applications 
will be received at the 
offices of the Reserve Bank 
of India at Ahmedabad, 
Bangalore, Bombay, Cal¬ 


cutta, Hyderabad, Kanpur, 
Madras, Nagpur, New Delhi 
and Patna. 

The corporation has sanc¬ 
tioned assistance to industry 
all over the country in a 
variety of ways such as 
loans in rupees and foreign 
currencies, guarantees for 
deferred payments in respect 
of imported and indigenous 
machinery and for foreign 
currency loans and under¬ 
writing of subscription to 
issue of share capital and 
debentures. 

The total assistance sanc¬ 
tioned up to March 31, 
1976, was of the ordci of 
Rs 545.58 crores to 776 
industrial projects covering 
a large variety of indus¬ 
tries. The total assistance 
disbursed amounted to 
Rs 465.67 crores, as on the 
same date. 

Over the years the IFd 
has built up reserves of the 
order of Rs 22.11 crores 
against its paidup capital of 
Rs 10.00 crores. 

Unit Trust 

During the first three 
months of the current year 
i.e. January-March 1976, 
units of the face value of 
Rs 3.35 crores were sold 
under the unit scheme 
with 4,183 new investors 
joining the Trust as com¬ 
pared to Rs 3.07 crores 
under 3,233 applications 
during the corresponding 
period of the last year. Sale 
of units to non-residents 
during the quarter amount¬ 
ed to Rs 13.56 lakhs. Re¬ 
purchases during the quarter 
were of the order of 
Rs 2.33 crores, (Rs 3.69 
crores). 

During the first nine 


mouths of 1975-76 (July 
’75-March *76) total sales 
of units amounted to 
Rs 16.23 crores as against 
Rs 12.89 crores during the 
corresponding period last 
year. Repurchases at 
Rs 10.18 crores were consi¬ 
derably lower than those 
of last year. As a result, 
there was a net inflow of 
Rs 6.05 crores. 

As at the end of March 
1976, units of the face value 
of Rs 161.37 crores were 
outstanding under more 
than six lakh accounts. 

The sales of Capital Unit 
Scheme 1976 launched from 
January 1, 1976, aggregated 
Rs 6 59 crores under 15,761 
applications. 

MAMC 

At the extruoidinary 
general meeting held on 
April 27 resolutions for 
reorganisation of the capital 
structure of Mining and 
Allied Machinery Corpora¬ 
tion Ltd (MAMC) were 
passed. The government 
has granted sanction for 
strengthening the capital 
structure of MAMC by in¬ 
creasing the paid-up share 
capital from the existing 
level of Rs 20 crores to 
Rs 43.8 crores. The capital 
reorganisation will help in 
further improving the viabi¬ 
lity of its operations in the 
furthcoming years. 

For enhancement in pro¬ 
duction, MAMC revised 
its target production for 
1975/76 upwards to 
Rs 29.67 crores. The actual 
production for 1975/76 was 
102 per cent of the revised 
target and reached a record 
figures of Rs 30.25 crores. 
Not only is the production 
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well above the Increased 
target, it is also 20 per cent 
higher than the production 
for the previous year. The 
increase in production and 
sales during 1975/76 is ex¬ 
pected to result in a higher 
profit for the year. 

The indigenous manufac¬ 
turing programme of the 
corporation has saved for¬ 
eign exchange to the tune 
of Rs 25 crorcs upto the 
year 1975-76. The corpora¬ 
tion has set itself a target 
of exports and are in fact 
currently negotiating for ex¬ 
ports of MAMC products 
from India to third coun¬ 
tries. 

In response to the prime 
minister's 20 point prog¬ 
ramme, amongst other 
activities being implemented, 
the corporation this year 
also proposes to provide 
engineering extension ser¬ 
vices to five selected villa¬ 
ges—so that ancillary work¬ 
shops in these villages, apart 
from working for MAMC, 
will be able to progressively 
meet the light engineering 
requirements of the villages 
and their surrounding areas, 
especially in regard to those 
items which are essential for 
the betterment of the vil¬ 
lage communities. 

N«ws and Notes 

Sunil Synchem Ltd. will 
manufacture, for the first 
time in India, ‘Lock' cap¬ 
sules at the company's 
hardshell gelatine capsule 
plant at Alwar, Rajasthan. 
The Re 1 crore plant is the 
first in the nortn manufac¬ 
turing gelatine capsules. 
The lock capsules have dis¬ 
tinct advantages over the 
standard two piece capsules. 
Lock capsules gives less re¬ 


jection on fiUlng machine 
and also prevent loss of drugs 
in vitals and strip packs. 
The company has entered 
into sales agreement with 
Mylan Pharmaceuticals of 
Pittsburgh for the export of 
these capsules. 

The Thana Works of Vol¬ 
tes has been adjudged as 
the “Best Establishment" in 
the 16th All India Skills 
Competition for apprentices 
held recently. It is the second 
time in succession that the 
voltas works has won this 
distinction. The company 
will be awarded the Presi¬ 
dent’s running trophy. The 
Thana works of voltas 
manufactures air condition¬ 
ing & refrigeration equip¬ 
ment, drilling & mining 
machinery and materials 
handling equipment includ¬ 
ing fork lift trucks. It has 
an up-to-date training cen¬ 
tre for apprentices. 

New Issues 

Keltron Component Com¬ 
plex Ltd., a joint sector 
company, is coming to the 
market with a public issue 
of 7,00,000 equity shares of 
Rs. 10 each and 20,000 pre¬ 
ference shares of Rs. 100/- 
cach. The company’s public 
issue opened for subscription 
on May 5,1976.The issue is 
being made for part-financing 
the project for the manufac¬ 
ture of 18 million numbers 
of Aluminium Electrolytic 
Capacitors per annum of 
industrial and consumer 
grades at Keltron Nagar, 
Mangatparamba, Kallias- 
seri, Cannanore, a notified 
industrially backward dis¬ 
trict of Kerala. The 
public issue of Rs 90 lakhs, 
which is being managed by 
the Merchant Banking Divi¬ 


sion of State Bank of India, 
is fully underwritten. 

The company has been 
promoted jointly by Kerala 
State Electronics Develop¬ 
ment Corporation Limited 
(KSEDC) and Kerala Em¬ 
ployment Promotion Corpo¬ 
ration Limited (KEPCO) 
both fully-owned Kerala 
state government compan¬ 
ies. KSEDC, a company 
well-known for its profes¬ 
sional management, has 
successfully promoted sever¬ 
al other companies for manu¬ 
facturing various types of 
electronic components, 
equipment and systems. 

The project is being set up 
in technical collaboration 
with N.V. Sprague Electro- 
mag Belgium S.A., a wholly 
owned subsidiary of Sprague 
Electric Co. of North Adams 
Massachusetts, USA., one 
of the world’s pioneers in 
the capacitor field. It will 
provide technical know-how 
for the manufacture of alu¬ 
minium electrolytic capaci¬ 
tors and training to Indian 


technical personnel at (he 
Sprague plants abroad, la 
addition, all the major pro¬ 
duction equipment required 
for the project will also be 
supplied by them. 

The product has both in¬ 
ternal and international 
market. Seventy-five per 
cent of the production will 
be exported during the first 
five years. The collabora¬ 
tors, Sprague Electromag 
Belgium S.A., have offered 
to buy back under mutually 
agreed terms and conditions 
6.48 million pieces during 
the first year and 10.8 mil¬ 
lion pieces during the subse¬ 
quent four years, correspon¬ 
ding to 60 per cent of the 
annual production for dis¬ 
tribution throngh their chan¬ 
nels in USA and Europe. 

The construction of the 
factory and service buildings 
is in an advanced stage and 
is expected to be completed 
by the end of May, 1976. 
The company hopes to start 
commercial production by 
April, 1977. 

(Per cent) 


Dividends 


Name of Company Year ended Equity dividend 

declared for 


Current Previous 





year 

year 

Higher Dividend 





Elecon Engineering 

Dec. 

31, 1975 

14.0 

12.0 

India Carbon 

June 

30, 1975 

18.0 

12.0 

Orissa Cement 

Same Dividend 

Dec. 

31, 1975 

20.0 

10.0 

Sandoz (India) 

Dec. 

31,1975 

12.0 

12.0 

Bank of Madurai 
Indian Rayon 

Dec. 

31,1975 

10.0 

10.0 

Corporation 

June 

30, 1975 

Nil 

Nil 

Arunoduy Mills 
Reduced Dividend 

Dec. 

31,1975 

12.0 

12.0 

Tata Mills 

Dec. 

31, 1975 

Nil 

15.0 

Sri Balasubramania Mills Dec. 

31, 1975 

Nil 

8.0 

Hukamchand Mills 

Dec. 

31,1975 

6.0 

10.0 


•On the enlarged capital. 
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E. I. D—PARRY LIMITED 

ADDRESS BY 

MR. R. VENKATASWAMY NAIDU, Chairman 
TO THE SHAREHOLDERS 

The Seventy-eight Annual General Meeting of the Company was held 
on the 28th April, 1976. Presiding over the Meeting the Chairman 
Mr. R. Venkataswamy Naidu made the following Statement to the 


Ladies and Gentlemen, 

I have pleasure in welcom¬ 
ing you all to the Seventy- 
eighth Annual General 
Meeting which, almost cer¬ 
tainly, will be the last Gene¬ 
ral Meeting of the Share¬ 
holders of this Company. 

Following upon the Class 
Meetings of the Shareholders 
held on 1st March 1976, in 
pursuance of the directions 
of the High Court of Judi¬ 
cature at Madras and the 
High Court of Justice, 
England, whereat the resolu¬ 
tions approving the Scheme 
of Arrangement and Amalga¬ 
mation dated 3rd February, 
1976 were passed by an over¬ 
whelming majority, petitions 
have been filed in the High 
Court here and in London, 
inter alia, W the purposes 
of obtaining sanction to the 
abovesaid Scheme and for 
transfer of the assets and 
liabilities of the Company to 
the new Indian company, 
E.I.D.-Parry (India) Limited. 
I may mention that the peti¬ 
tion to the High Court of 
Judicature at Madras is ex¬ 
pected to be heard tomorrow 
and the petition to the High 
Court of Justice, England, 
soon thereafter. All going 
well, I expect all the formali¬ 
ties to be completed soon 
thereat ter and the Scheme 


Shareholders 

becoming effective from end 
June 1976 and the new 
Indian company will, on its 
own, carry on the business 
operations of this Company. 

It has been a long road we 
have had to traverse to 
reach this stage from the 
time when a formal proposal ' 
was put forward to the 
Government of India in 
August 1972. We were one 
of the very first companies 
to embark upon a scheme of 
conversion even before the 
Foreign Exchange Regula¬ 
tion Act, 1973 came into 
force. As early as 1970 we 
commenced deliberations 
and discussions with Govern¬ 
ment of India on this matter 
which ultimately resulted in 
a concrete scheme being 
evolved. Unlike the normal 
process of dilution of foreign 
holdings required to comply 
with statutory requirements, 
our scheme of amalgamation 
of a foreign company Having 
a large body of non-resident 
shareholders, with a newly 
formed Indian Company has 
been unique and at the same 
tunc complicated in view of 
the complex and varied 
nature of the problems in¬ 
volved. It therefore neces¬ 
sarily took us some time to 
progressively resolve these 
problems one by one and to 
place initially before Gov¬ 


ernment and thereafter the 
Shareholders definitive pro¬ 
posals. 

We are extremely grateful 
not only to the shareholders— 
institutional and others—-for 
their massive support to the 
Government of India, more 
particularly in the Ministries 
of Economic Affairs, Com¬ 
pany Law and Industrial 
Development, the Reserve 
Bank of India and the Bank 
of England for their sympa¬ 
thetic understanding of the 
problems involved and help 
and support. 

Our own officials, solici¬ 
tors and legal advisers both 
in England and in India, 
have toiled very hard towards 
the successful fruitton of this 
complicated task and I would 
like to communicate my ap¬ 
preciation to them. 

GROUP RESULTS: 

Turning to the Report and 
Accounts for the 15 months 
period ended 31st December, 
1975 which were sent to you 
earlier this month in accor¬ 
dance with statutory regula¬ 
tions, Shareholders will re¬ 
call that in order to facili¬ 
tate the Scheme of Arrange¬ 
ment and Amalgamation the 
financial year-end of the 
Company and its subsidiaries 


had to be extended upto 31st 
December, 1975. Whilst, with 
your permission, I will take 
the Report and Accounts as 
read, I sincerely trust share¬ 
holders will agree that the 
dividend of 12 per cent re¬ 
commended on the Ordinary 
Share Capital, viewed in the 
context of the results to 
which 1 shall make a refe¬ 
rence little later, is satisfac¬ 
tory. 

in the Interim Report to 
the Shareholders reviewing 
the results of the Group for 
the six months ended 31st 
March, 1975 which revealed 
a Group Net Profit of 
Rs 100.75 lakhs before tax¬ 
ation, it had been stated that 
there were a number of fact¬ 
ors beyond our control which 
adversely affected the opera¬ 
tions of the Group. These 
factors, to which a reference 
was made subsequently in 
the circular letter dated 27th 
January, 1976 issued to the 
Shareholders reporting the 
preliminary results of the 
Group for the 12 months 
period ended 30th Septem¬ 
ber, 1975 and reiterated in 
the Report of the Board of 
Directors on the Accounts 
for the period under review, 
hampered our performance 
and adversely affected the 
trading results. It is not 
necessary for me to repeat 
these once again but suffice 
it to say that the conditions 
under which the Group had 
to operate during the 15 
mouths under review were 
extremely difficult. We were 
faced with a number of pro¬ 
blems in relation to two of 
our main operations, viz^ 
sugar and fertilisers. Several 
factors inhibited sales volume 
and profitability. The un- 
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usually heavy burden of fer¬ 
tiliser inventories we had 
to carry resulted in a 
severe incidence of in¬ 
terest charges. More¬ 
over, we benefited last year 
from certain non-recurring 
factors which were not ex¬ 
pected to be repeated this 
year. 

In the event, the Group’s 
net profit before taxation for 
the -period under report was 
Rs 202.12 lakhs as against 
Rs 560.85 lakhs for the pre¬ 
vious year. From all points 
of view, the results for the 
year 1974 were exceptional 
and cannot be easily repeat¬ 
ed. Considering all these cir¬ 
cumstances, the results re¬ 
ported should, in my view, 
be considered satisfactory. 

Notwithstanding the steep 
decline in the net profit be¬ 
fore taxation. Shareholders 
will be heartened to note 
that the incidence of taxa¬ 
tion in relation to the net 
profits is considerably lower 
this year consequent upon 
certain exceptional factors 
with the result that the profit 
after taxation at Rs 110.35 
lakhs is lower by only 
Rs 49.27 lakhs as compared 
with the after-tax profit of 
Rs 159.62 lakhs for the pre¬ 
vious year. 

DIVIDENDS: 

In my address to you last 
year l had referred to res¬ 
trictions imposed on the 
Ordinary Share Capital by 
the provisions of the Com¬ 
panies (Temporary Restric¬ 
tion on Dividends) Act, 
1974.1 had then informed 
the Shareholders that when 
fuller details of the relaxa¬ 


tion of such restrictions an¬ 
nounced by the Finance 
Minister in the Central Bud¬ 
get for 1975 became avail¬ 
able, these will be taken note 
of in considering the divi¬ 
dend payments for the period 
under review. In recom¬ 
mending the dividend on the 
Ordinary Share Capital this 
year, your Directors have 
given full consideration to 
liberalised provisions relat¬ 
ing to payment of dividends 
keeping in view the avail¬ 
able disposable profits and 
consistent therewith the 
necessity to plough back 
profits for augmenting our 
internal resources for work¬ 
ing capital as well as for 
future expansion schemes. 
Although the Government 
had recently announced 
that the Companies (Tem¬ 
porary Restriction on Divi¬ 
dends) Act, 1974, will cease 
to apply when it expires early 
in July 1976, we had neces¬ 
sarily to hold the Annual 
General Meeting before the 
end of this month and recom¬ 
mend a dividend on the Pre¬ 
ference Share Capital and 
Ordinary Share Capital for 
approval by Shareholders be¬ 
fore the petition in pursu¬ 
ance of the Scheme of Arran¬ 
gement and Amalgamation 
came up for hearing before 
(he Courts in India and in 
England. As such, the re¬ 
commendation for payment 
of dividend had to be in con¬ 
sonance with existing pro¬ 
visions of the abovesaid Act. 
Consequently, the dividend 
of 12 per cent on the Ordi¬ 
nary Share Capital in res* 
pect of the 15 months period 
ended 31st December, 1975 
on approval by the 
Shareholders at this meet¬ 
ing, will be paid in three 


equal instalments as outlined 
In the Directors’ Report. 

SUGAR: 

Nellikuppam Sugar Fac* 
tory crushed 6.44 lakh ton¬ 
nes cane during the 15 months 
ended 31st December, 1975 
and produced 49,408 tonnes 
sugar at an average recovery 
of 7.67 per cent. The quality 
of cane was poor due to ad¬ 
verse weather conditions and 
overaged cane crushed dur¬ 
ing the hot months June and 
July 1975 which could have 
been avoided but for a pro¬ 
longed strike at the factory 
in October-Novcmber 1974. 

The statutory cane price 
fixed for the factory was 
Rs 88 per tonne but we ac¬ 
tually paid a price of Rs 100 
per tonne on the advice of the 
State Government. Despite 
an increase in the canc price 
and escalations in various 
elements of cost, the levy 
price for 1974-75 fixed in 
November 1974 remained at 
the same level as for 1973-74. 
Several representations were 
made whereafter the Govern¬ 
ment announced that whilst 
there would be no revision 
in the price for levy sugar, 
the ratio of levy sugar to 
free sugar would be changed 
from 70:30 to 65:35. Even 
with the increase of 5 % in 
free sugar ratio, the levy 
sugar price was uneconomi¬ 
cal and the sugar factories 
in the State filed writ peti¬ 
tions in the Madras High 
Court, the hearing of which 
is still pending. In the mean¬ 
time, excise duty on free 
sugar was increased from 
37.5% to 45% with effect 
from 1st March, 1975. Con¬ 
trary to expectations, the 
levy prices were reduced in 


July 1975 based on a new 
formula which left little or 
no room for absorbing from 
the free sugar realisations 
the cost escalations that had 
taken place. Here again, 
the question of the method 
of fixation of levy price is 
before the Madras High 
Court throitgh writ petitions 
field by the sugar factories 
in the State. 

For the year 1975-76 the 
Central Government have 
fixed cane price on the same 
basis as for 1974-75 and the 
price fixed for Nellikuppam 
factory is Rs. 88 per tonne. 
The percentage of levy sugar 
to free sugar remains at 
65:35. Taking into account 
the shorter crushing period 
due to lack of cane, the 
Government of India have 
increased the levy price from 
Rs. 151.56 per quintal to 
R$. 183.39 per quintal on the 
basis of the same formula 
adopted in July 1975. Even 
the price continues to remain 
uneconomical and does not 
fully compensate the escala¬ 
tion in costs and the matter 
is before the Court. 

Nellikuppam Factory 
crushed 1.74 lakh tonnes 
cane for the period from 
1st January, 1976 to 26th 
March, 1976. The season 
had to be closed for want 
of cane due to lower yields. 
The plantings for 1976/77 
season are quite satisfactory 
and the factory is expected 
to start crushing in Septem¬ 
ber/October 1976. 

As I stated last year, a 
Letter of Intent has been 
received to expand the capa¬ 
city of Nellikuppam factory 
from 2,750 TCD to 4,000 
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TCD. The incentive Scheme 
announced by the Govern¬ 
ment of India on 25th 
November, 1975 to encourage 
setting up new sugar factor¬ 
ies and expansion of exist¬ 
ing capacity together with 
the Investment Allowance 
announced in the Central 
Budget 1976 provide suffi¬ 
cient incentive to expand. 

Steps have been initiated 
to undertake an expansion 
initially to increase the crush¬ 
ing capacity of the Nelli- 
kuppam factory to 3,000 
TCD by the end of the 1976 
off-season. With the ulti¬ 
mate expansion to 4,000 
TCD in view, steps are be¬ 
ing taken to increase the 
plantings of cane to ensure 
an adequate supply thereof. 

SPIRIT 

With the re-introduction 
of prohibition in Tamil Nadu 
as from 1st September, 1974 
the bulk of our production 
during the year under review 
was sold outside the State. 
The possibility of locating 
our 1MFL plant outside the 
State of Tamil Nadu is be¬ 
ing explored. 

C02 production and sales 
continued to be satisfactory 
in spite of competition that 
prevailed during the period 
under review. 

FERTILISERS 

The year witnessed a rather 
sudden transformation in 
the market conditions from 
one of shortage to easy 
availability and sluggishness 
of demand. Several factors 
but predominantly price fluc¬ 
tuations, distribution con¬ 
trols, credit constraints, and 


unfavourable seasonal condi¬ 
tions contributed to a 
decline in demand, leading 
to higher inventory levels 
and carrying costs. 

Recognising the difficulties 
that prevailed in the ferti¬ 
liser market last year, both 
the Central and the State 
Governments took steps to 
encourage free flow of ferti¬ 
lisers to the farmers. At the 
State level, the distribution 
control system was consi¬ 
derably relaxed, short of 
total removal. The import 
programme for fertilisers 
have been suitably staggered 
and pruned by the Govern¬ 
ment of India to afford re¬ 
lief to the industry. I hope 
that the various steps taken 
and the reduction in the 
prices of phosphatic ferti¬ 
lisers recently announced by 
the Central Government will 
assist in marketing the large 
inventories of finished stocks 
currently carried by manu¬ 
facturers of phosphatic 
fertilisers. 

Weather conditions were 
generally satisfactory in 
Karnataka, Kerala and 
Andhra Pradesh but Tamil 
Nadu experienced severe 
drought due to the failure of 
the North-East monsoon in 
1974. Hie belated South- 
West monsoon relieved, to 
a large extent, the seasonal 
adversity in Tamil Nadu and 
the North-East monsoon of 
1975 was generally good 
except certain parts of Tamil 
Nadu. 

it was through intense 
promotional efforts, aggre- 
sive selling, enlargement of 
sales force and distribution 
net work and extension of 
the marketing territory that 


we were able to achieve, 
during the period under 
review, a sales volume re¬ 
presenting 95 per cent of 
the previous financial year. 

While all available Urea 
from Madras Fertilisers 
Limited was marketed, sales 
of complex fertilisers were 
lower than the previous year. 
The availability of products 
of Coromandel Fertilisers 
Limited was restricted but 
the available tonnages were 
marketed. I would like to 
take the opportunity to 
record our appreciation of 
the help and support of our 
Principals. 

We continued to pursue 
schemes aimed at educating 
smaller farmers towards a 
higher level of agricultural 
productivity and also sche¬ 
mes in collaboration with 
nationalised banks for 
integrated village deve¬ 
lopment. 

The availability of basic 
technical grades for pesticide 
formulations improved and 
a substantial increase over 
the previous year in dust 
formulations was recorded. 
Delayed arrival from abroad 
of technical grades suitable 
for formulation of liquid 
formulations affected sales. 

With the commencement 
of production at Dharwar 
in Karnataka State, hybrid 
millet sales had nearly 
doubled. There was a 
marginal shortfall in high- 
yielding varieties of paddy 
seeds due to restriction on 
movement of paddy seeds to 
other States from Tamil 
Nadu. 

Our Animal Feeds conti¬ 
nued to enjoy consumer 


preference as a quality 
product. Sales of Cattle 
Feed have been maintained 
at last year's level but pro¬ 
duction of Poultry Feed had 
to be restriceted in line with 
the demand. 

ENNORE : 

During the 15 months 
period, Ennore factory 
achieved a production level 
higher than its rated capacity 
for phosphatic fertiliser. 
Due to power cut ranging 
upto 40%, the production 
of Ammonium Sulphate had 
to be restricted, and for 
several months during the 
period this unit remained 
shut down. 

CERAMICS : 

Production and sales 
showed an improvement 
over last year and the 
overall perfomance of 
Ceramics Division was 
satisfactory. 

It is gratifying that not¬ 
withstanding the tight 
monetary conditions and the 
temporary setaback in build¬ 
ing activities, sales volume 
was maintained. Parry- 
ware continues to enjoy 
the patronage of large 
builders and has acquired 
for itself an excellent brand 
image. Exports of sanitary- 
were have also shown an 
upward trend. 

EXPORTS. 

I am happy to be able to 
say that we have made 
considerable strides in the 
field of exports. 

I had stated last year that 
we were developing marine 
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exports in furtherance of 
which we were to import two 
trawlers from Italy and also 
acquire two local trawlers. 
We have now placed orders 
for two trawlers from 
Mexico—in lieu of Italy— 
by virtue of arrangements 
made through Government 
of India. In the meantime, in 
order to acquire sufficient 
experience and build up the 
required infrastructure to 
successfully operate the new 
trawlers when they arrive, 
some trawlers have been 
chartered and arc now in 
operation. 

As envisaged by me last 
year a substantial volume of 
export of textile garments 
has been built up. Our 
attempts to export other 
Indian products have com¬ 
menced bearing fruits. 

MERCHAN1ING 
BUSINESS ; 

Our merchanting and 
trading activities consisting 
mainly of engineering and 
consumer pioducts continue 
to lend steady support 
forming an integral part of 
the mainstream of our 
business. New lines have 
been added although m some 
of these, turnover can be 
built up only over a period 
of time. Our shipping 
activites and pharmaceutical 
trading continue to maintain 
a steady rate of growth 

Whilst on the whole our 
merchanting turnover regis¬ 
tered an increase, continual 
spiralling of selling and 
administration costs cut into 
profit margins. 

We, as a Group, are fully 
aware of our obligations 


not only to Principals whose 
products we distribute but 
also the consumer public in 
general. Our distribution 
net-work is fully geared to 
lend them the fullest sup¬ 
port and to ensure fair trade 
practices at the same time. 

Our Principals* sympathetic 
understanding of our prob¬ 
lems in a year in which trad¬ 
ing conditions were none too 
comfortable, was a source 
of strength to us which we 
deeply appreciate. 

OUTLOOK FOR 1976 : 

I would like to take this 
opportunity to congratulate 
Prime Minister of India for 
ushering in the 20-point 
economic programme. In 
furtherance of this new pro¬ 
gramme various measures 
have already been taken by 
the Government. 

As far as our Group is 
concerned, it is difficult to 
foresee what the current 
year's results are likely to be 
as the beneficial effect of the 
recent reduction in fertiliser 
prices is yet to become 
visible. 

Assessing the overall 
position, I take the view that 
the worst of the recession is 
over as a consequence of 
the various measures taken 
by the Government and if, 
as I expect, of the economic 
situation and trading condi¬ 
tions improve, wc may ex¬ 
pect profitability to be 
maintained at a satisfactory 
level. 

DEVELOPMENT : 

From time to time, I have 
reiterated that the long-term 
interests of the Group is 


in enlarging the manufac¬ 
turing base of our opera¬ 
tions. A Letter of Intent 
has recently been received 
for the diversification of 
production at Ennore 
factory for manufacture of 
Methanol, STPP and Argon 
gas. A second unit for manu¬ 
facture of Animal Feeds at 
Tadepalligudem has already 
gone into production and 
the establishment of a third 
unit is under consideration. 
Schemes for diversification 
and expansion are under 
constant review. 

LABOUR RELATIONS: 

Taking into account the 
wide variety of Unions com¬ 
mitted generally to particular 
political trends, it may be 
said that industrial relations 
and peace in a Group of our 
kind was a hallmark of the 
period under review except 
for some stoppage of work 
at the Nellikuppam factory. 

Complex and ticklish 
issues which arose in the 
form of supplementary 
demands were settled at the 
bipartite level with the 
various Unions. Recently we 
were able to come to a good 
arrangement with the Union 
at Ranipet on Incentive/ 
Productivity oriented schemes 
which augurs well for the 
Group. Under the 20-point 
economic programme the 
Group has taken on the 
required number af apprent¬ 
ices tor selective training so 
as to provide trained 
personnefof job opportunites 
in the country. 

Mention must also be 
made of the question of 
Bonus for the year 1973-74 
which came up during the 


period under review. I am 
happy to record that although 
the negotiations with the 
array of Unions was protra¬ 
cted, the issue was amicably 
settled through direct talks 
to the satisfaction of aH 
concerned. 

I am quite confident that 
the employees and the 
Union in the Group are 
aware that their own pros¬ 
perity depends on the pros¬ 
perity of the Group. 

I would like to take this 
opportunity of expressing my 
appreciation of the efforts 
of the Company’s managerial 
staff at various levels. 

E.I.D. - PARRY (INDIA) 
LIMITED 

At the last Chairman of 
this great Sterling Company 
which has functioned in the 
Indian Sub-continent from 
1897, l wish to say in 
conclusion how happy I am 
to have been associated with 
it since 1956 and to have 
been its Chairman from 
1971. 

Although there is unlikely 
to be any structural change 
either in the shareholdings 
or organistation of E.I.D. 
Parry (India) Limited when 
it commences its operations, 
I would like to express the 
sincere hope that with the 
process of transformation 
being completed, the years 
ahead will see a continuing and 
rapid expansion in the area 
of the operations, volume of 
business and overall profita¬ 
bility of the House of Parrys. 

N.B. : This does not 
purport to be a report of the 
proceedings of the General 
Meeting. 
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RECORDS 

AMD 

statistics 


Supreme 
Court’s 
judgement 
on MISA 
during the 
emergency 

No detfnu held under the 
Maintenance of Internal 
Security Act can move a 
court and seek release so 
long as the enforcement of 
fundamental rights remains 
suspended during emer¬ 
gency, the Supreme Court 
ruled on April 28, 1976. 

By a four to one majority 
verdict, the five-judge Con¬ 
stitution Bench of the Court 
also ruled that the presiden¬ 
tial order of June 27, 1975 
under Article 359(1) of the 
Constitution took away the 
locus standi of detenus to 
move any writ petition un¬ 
der Article 226 before a 
High Court for habeas cor¬ 
pus or any other writ or 
order of direction to, chal¬ 
lenge the legality of the 
order of detention h on the 


ground that the order is not 
under or in compliance with 
the Act or is illegal or is 
vitiated by malafides, factual 
or legal, or based on extra¬ 
neous considerations. 

The majority verdict as 
handed down by the Chief 
Justice, Mr A.N. Ray, and 
three judges on the bench 
Mr Justice M.H. Beg, Mr 
Justice Y.V. Chandrachud 
and Mr Justice P.N. Bhag- 
wati, held that habeas cor¬ 
pus petitions by MISA de¬ 
tenus are not maintainable 
in High Courts. 

Rule of Law 

Mr Justice H.R. Khanna 
was the only judge on the 
bench who delivered a dis¬ 
senting judgement. He held 
that in spite of the existence 
of the Presidential Order, 
a detenu can challenge his 
detention on the ground that 
either there was no law 
authorising his detention or 
that the law has not .been 
complied with. 

Mr Justice Ray held that 
Article 21 of the Constitution 
isthesole repository of rights 
to life and personal liberty 
against the state. 

The Chief Justice, in 
his 70-page judgement, also 
declared Section 16A(9) of 
the Act prohibiting disclo¬ 
sure of grounds of deten¬ 
tion to detenus as valid. 

“It is rule of evidence 


and it is not open either to 
the detenu or to the court 
to ask for grounds of de¬ 
tention,” he further declared 

The Chief Justice also 
held that no court was com¬ 
petent to go into question 
of malafide of the order of 
detention or ultra vires 
character of the order of 
detention or that the order 
was not passed to the satis¬ 
faction of the detaining 
authority. 

The Chief Justice accept¬ 
ed a batch of 14 appeals — 
eight filed by union of 
India and two by Uttar 
Pradesh, one each by Mad¬ 
hya Pradesh, Maharashtra, 
Rajasthan, and Karnataka 
governments against the de¬ 
cisions of the High Courts 
of Allahabad, Bombay 
(Nagpur bench), Delhi, Kar¬ 
nataka, Madhya Pradesh, 
Punjab and Rajasthan—re¬ 
jecting preliminary object¬ 
ions raised by the state 
against the maintainability 
of habeas corpus petitions 
by MISA detenus. In all, 
about 43 detenus, including 
four opposition members 
of Parliament held under 
MISA are involved in these 
appeals. 

Main Question 

Two main questions, were 
involved in these appeals. 
First, whether in view of the 
Presidential Orders of June 
27, 1975, and Januaiy 8, 
1976, under Article 359 (1), 
any writ petition under 
At tide 226 before a High 
Court for habeas corpus 
to enforce the right to 
personal liberty of a person 
detained under the Act on 
the ground that that the 
order of detention or the 
continued detention is for 


any reason not under or in 
compliance with the Act is 
maintainable. 

Second, if such a petition 
is maintainable what is the 
scope or extent of judicial 
scrutiny, particularly in view 
of the Presidential Order, 
mentioning inter alia, Arti¬ 
cle 22 of the Constitution 
and also in view of Section 
16A(9) of the Act. 

Judicial Authorities 

Citing at length the Eng¬ 
lish and judicial authorities 
of other countries on the 
habeas corpus laws during 
peace and war time, the 
Chief Justice held, the effect 
of the Presidential Order sus¬ 
pending the enforcement of 
fundamental rights amounts 
to barring the locus standi 
of any person to move the 
court on the ground of vio¬ 
lation of a fundamental 
right. 

It was not the object of 
the Constitution makers, 
the Chief Justice said, that a 
person could not move this 
Court, for the enforcement 
of fundamental rights men¬ 
tioned in the Presidential 
Ordei but could do so under 
Article 226. 

“The bar created by Arti¬ 
cle 359(1) applies, to peti¬ 
tions for the enforcement 
of fundamental rights men¬ 
tioned in the Presidential 
Order whether by way of 
application under Article 
32 or by way of application 
under Article 226,” he fur¬ 
ther said 

The Chief Justce said, “a 
person can enforce a funda¬ 
mental right both in the 
case of law being made in 
violation of the right and 
also of the Executive Acts in 
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non-compliance with valid 
laws or Acts without the 
authority or law. 

“It cannot be said that the 
scope of Article 359(1) is 
only to restrict the applica¬ 
tion of the Article to the 
Iegisalative field and not to 
the Act of the Executive. The 
reason is that any enforce¬ 
ment of the fundamental 
rights mentioned in the 
Presidential Order is barred 
and any challenge either to 
the law or to any Act of 
the Executive on the ground 
that it is not in compliance 
with the valid law or without 
authortiy of law will amount 
to the enforcement of funda¬ 
mental rights and will, there¬ 
fore, be within the mischief 
of the Presidential Order.” 

The Mandate 

Describing the Constitu¬ 
tion as “the mandate” and 
“the rule oflaw above which 
no one can rise” the Chief 
Justice held that it was in¬ 
correct to say that the juris¬ 
diction and powers of Sup¬ 
reme Court under Article 
32 and of the High Courts 
under Article 226 are vir¬ 
tually abolished by the 
Presidential Order without 
any amendment of the 
Constitution. 

He held that no amend¬ 
ment of the Constitution is 
necessary because no juris¬ 
diction and power cither of 
Supreme Court or of the 
High Court is taken away. 
“When a Presidential Order 
takes away the locus standi 
of the detenus to move any 
court for the enforcement 
of fundamental rights for 
the time being, the jurisdic¬ 
tion ahd powers of Supreme 


Court and of High Courts 
remain unaltered. It is 
directed against an indivi¬ 
dual and deprives him of 
his locus standi,” the Chief 
Justice further held. 

Referring to earlier rulings 
of the Supreme Court in 
various cases, notably in 
Mohan Chowdhury’s case, 
Makhan Singh’s case and Dr 
Ram Manohar Lohia Vs. 
State of Bihar cases, relating 
to right to liberty, the Chief 
Justice further held that 
Presidential Order in the 
present case is on the face 
of it, an unconditional order 
and as such there is the 
vital and telling difference 
between the effect of the 
Presidential Order of 1962 
and the present Presidential 
Order. 

He also held that decision 
in Makhan Singh’s case and 
subsequent cases following 
it have no application to the 
present cases where the sus¬ 
pension is not hedged in 
with any condition of en¬ 
forcement of any right 
under Article 21 and 22. The 
conclusion is that Presiden¬ 
tial Order is a bar at the 
threshold. 

Sole Repository 

Holding that Article 21 is 
the sole repository of rights 
of life and personal liberty, 
the Chief Justice said that 
fundamental rights including 
the right to personal liberty 
are conferred by the Consti¬ 
tution. “Any pre-Constitu- 
tion rights which are inclu¬ 
ded in Article 21 do not, 
after the Constitution, re¬ 
main in existence which can 
be enforced, if Article 21 
is suspended.” 

“If it be assumed that 


there was any pre-Constitu- 
tional right to personal liber¬ 
ty included in Article 21 
which continued to exist as a 
distinct and separate right 
then Article 359(1) will be 
an exercise in futility,” the 
Chief Justice said. 

The Chief Justice held that 
Article 21 relating to person¬ 
al liberty is not a common 
law right. 

There was no pre-existing 
common ldw right which 
corresponds to a fundamen¬ 
tal right, can exist, as a dis¬ 
tinct right apart trom the 
fundamental right. 

Common Law Remedy 

He said: “If there is a 
pre-Constitution right which 
is expressly embodied as a 
fundamental right under our 
Constitution, the common 
law remedy to habeas corpus, 
he said, and added, no com¬ 
mon law right has no sepa¬ 
rate existence under our 
Constitution. If any right 
existed before the commence¬ 
ment of the Constitution 
and the same right with its 
same content is conferred 
by part three as a fundamen¬ 
tal right, the source of that 
right is in part three and not 
in any pre-existing right.” 

The Chief Justice also held 
that the MISA is a valid 
law and it has laid down 
procedure of applying the 
law. He said, “the validity of 
the Act has not been chal¬ 
lenged and cannot be chal¬ 
lenged. The legislature has 
competence to make the 
law, and its procedure can¬ 
not be challenged because 
Article 21 and 22 cannot be 
enforced." 

“The contention of the 
respondents that the power 


of the executive is widened 
is equally untenable,” Chitf 
Justine Ray said. 

On the question whether 
rule of Law overrides the 
Presidential Order, the Chief 
Justice said that the Presi¬ 
dential Order does not 
alter or suspend any law. 

Not a Catchword 

“Rule of law is not a 
catchword or incantation. 
Rule of law is not a law of 
nature consistent and in¬ 
variable at all times and in 
all circumstances,” he said. 

Pointing out that the rule 
of law is not identical with 
a free society, the Chief 
Justice further held that the 
suspension of right to en¬ 
force fundamental right has 
the effect that the emergency 
provisions in part 18, are by 
themselves the rule of law 
during the times of emer¬ 
gency. 

“There cannot be any rule 
of law other than the Consti¬ 
tutional rule of law. There 
cannot be any pre-Constitu- 
lional or post-Constitutional 
rule of law which can run 
counter to the rule of law 
embodied in the Constitu¬ 
tion, nor can there be any 
invocation to any rule of 
law to nullify the Consti¬ 
tutional provisions during 
the the times of emergency," 
the Chief Justice said. 

Dealing with the validity 
of Section 16A(9)ofMISA 
which provides for the non¬ 
disclosure of grounds of 
detention to detenus, the 
Chief Justice held that this 
provision cannot be said to 
be an amendment to Arti¬ 
cle 226 relating to powers 
of High Courts. 

The jurisdiction to issue 
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writs is neither abrogated 
nor abridged, he said. 

Mr Justice Ray said that 
a claim to privilege arises 
in regard to documents or 
information where a party 
to a suit or proceeding is 
called upon to produce evi¬ 
dence. Section 16A(9) en¬ 
acts provisions analogous to 
a conclusive proof of a 
presumption. Such a pro¬ 
vision is a genuine rule of 
evidence. It is in the nature 
of an explanation to Sections 
123 and 162 of the Evidence 
Act. Section 16A(9) is a 
rule of evidence. 

He said, - ‘Therefore, when 
detaining authority is bound 
by Section 16A(9) and for¬ 
bidden absolutely from dis¬ 
closing such material, no 
question can arise for an 
adverse inference against the 
authority. 

“If a detenu makes out a 
prima facie case and the 
court calls for a return, the 
affidavit or the authority 
will be an answer. The 
court cannot insist on the 
production of the file or 
hold that the case of the 
detenu stands unrebutted by 
reason of such non-disclo¬ 
sure. 

Reckless Averments 

“To hold otherwise would 
be to induce reckless aver¬ 
ments of malafides to force 
production of the file which 
is forbidden by law. This 
provision in the Act cannot 
be read down implying an 
exception in favour of dis¬ 
closure to the court as was 
suggested by the Bombay 
High Court (Nagpur bench). 
Such disclosure to the court 
alone and not to the detenu 
will introduce something un¬ 
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known to judicial procedure: 
This will bring in an ele¬ 
ment of arbitrariness and 
preclude both parties fibm 
representing their respective 
cases. Further, it would 
substitute or superimpose 
satisfaction of the court for 
that of the executive", the 
Chief Justice said. 

Concurring with the maj¬ 
ority judgement, that the 
Presidential order of June 
27 last bars maintainability 
of a petition for a wiit of 
habeas corpus, Mr Justice 
P.N. Bhagwali said that in a 
crisis situation such as war 
or threat of war or internal 
subversion the government 
had to assume a situation 
and that meant that people 
would have fewer rights. 

Public Safety 

“The maximum that public 
safety was the highest law of 
all, must prevail in times of 
crisis and the people must 
submit to temporary abdica¬ 
tion of their Constitutional 
liberties m order to enable 
the government to combat 
the crisis situation which 
might otherwise destroy the 
continued existence of the 
nation”, Justice Bhagwati 
said in his judgement. 

Dealing with the emer¬ 
gency provisions under the 
Constitution, Justice Bhag¬ 
wali said, “it was not neces¬ 
sary that there should be 
actual occurrence of war or 
external aggression or inter¬ 
nal disturbance in order to 
justify a proclamation of 
emergency under Article 
352. 

“It is enough if there is 
imminent danger of any such 
crisis." The Constitutional 
implications of a declaration 


of emergency under that 
Article, he said, were much 
wider than in the United 
States or Great Britain. 

If the court were to accept 
the view of counsel for 
detenus that the Presiden¬ 
tial Order of June 27 last 
under Article 359(1) susp¬ 
ending enforcement of Arti¬ 
cle 2L (right to life and per¬ 
sonal liberty) did not bar the 
remedy to seek release on 
ground that detenion was 
illegal, the consequence 
would be that even in a 
perilous situation like that 
of a war, courts would be 
free to examine the legality 
of detention even if such 
detention had been made for 
efficient prosecution of the 
war or for protecting the 
nation against enemy acti¬ 
vity. 

Mi Justic Y.V. Chandra- 
chud, joining the majority 
juges in the habeus corpus 
case, held in the Supreme 
Court, on Apiil 28, that the 
June 27 Presidential Order 
took away the legal capacity 
of MISA detenus to move a 
court and secure release. 

No Bar 

The order did not, how¬ 
ever, bar the court from 
granting “relief other or less 
than the release of the dete- 
nue from detention,” he 
ruled. 

Justice Chandrachud bro¬ 
adly summarised his con¬ 
clusions thus: “The Presiden¬ 
tial Order did not suspend 
the fundamental prin¬ 
ciple that all executive action 
must have the authority of 
law to support it.” 

The order, however, de¬ 
prived a person of his locus 


ton 


standi to move any court, 
be it the Supreme Court or 
the High Court, for the en¬ 
forcement of fundemental 
rights mentioned in the or¬ 
der. Such deprivation ensur¬ 
ed during the period that 
the proclamation of emer¬ 
gency was in force or for 
such shorter period as might 
be specified in the order. 

Question of Malafides 

He ruled that the order 
also barred any investiga¬ 
tion or inquiry into the 
quesion whether the deten¬ 
tion was vitiated by mala 
tides, factual or legal, or 
whether it was based on 
extraneous considerations or 
whether the detaining autho 
rity had reached his subjec¬ 
tive satisfaction validiy on 
proper and relevant mate¬ 
rial. 

Justice Chandrachud said, 
“the relief by way of release 
irom detention was barred 
whatever be the source of 
the right to personal liberty 
and whether or not Article 
21 of the Constitution was 
the sole repository of such 
right.” 

The Presidential Order did 
not bring about any amend¬ 
ment of Article 226 (writ 
jurisdiction of High Courts) 
and was not open to chal¬ 
lenge on that ground. 

He also ruled that the 
order “neither bars the right 
of an accused to defend his 
personal liberty in the court 
of first instance or in a 
higher court, nor does it bar 
the execution of decrees pas¬ 
sed against the government. 

Justice Chandrachud held* 
that Section 16A(9) of MISA 
(non-disclosure of grounds 
of detention) did not con- 
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stitutc an encroachment on 
the writ jurisdiction of the 
High Court. The view of the 
Bombay High Court that 
the Section might be “read 
down" so as to enable the 
court to examine the for¬ 
bidden material was impos¬ 
sible to sustain. What use 
could a court make of mate¬ 
rial which it could not dis¬ 
close to the detenu and how 
could it form a judicial 
opinion on matters not dis¬ 
closed to a party before it ? 

At best, the High Court 
could, ‘'satisfy its curiosity 
by tasting the forbidden 
fruit” but he observed “its 
secret scrutiny of the ground 
and of the file containing 
the relevant information and 
material could not enter 
into its judicial verdict.” 

Mr JusticeH.M. Beg held, 
that a court could not inquire 
into the vires of the deten¬ 
tion of a petitioner under 
MISA, once the court was 
shown a prima facie valid 
detention order passed by an 
authorised officer recording 
his purported satisfaction. 

Validity or Vires 

In his judgement, he said, 
“once such a detention order 
was shown to exist in res¬ 
ponse to a notice for a writ 
of habeas corpus, the High 
Court cannot inquire into 
validity or vires on the 
ground of either niala tides 
of any kind or of non-comp¬ 
liance with any provision 
of MISA in habeas corpus 
proceedings ” 

“The preliminary objection 
of the State must be accepted 
in such a case”, he held. 

He allowed the appeals by 
the State againt the judge¬ 


ments of the nine High 
Courts in the 42 cases of 
detenus and directed the con* 
cerned High Courts to pass 
an order in each petition in 
accordance with the law laid 
down by the Supreme Court 
on April 28, 1976. 

Noting th.it his attention 
could not be drawn to a 
single case by way of 
illustration of the alleged 
misuse of power of the 
executive, he said that it was 
significant that “no case of 
alleged malice in fact, could 
be even brought to our 
notice.” 

Mr Justice Beg said shat' 
“I do not think that it is 
either responsible advocacy 
or the performance of any 
patriotic duty to suggest that 
powers of preventive deten¬ 
tion were being misused in 
the current emergency”, 

Basic Structure 

Referring to the strrongly 
empnasised point of the 
basic sturcture of theConstit- 
otion which formed a main 
plank for the detenus, Mr 
Justice Beg said. “I do not 
look upon the theory of the 
basic structure of the 
Constitution as anything 
more than a part of a well 
recognised mode of cons¬ 
tructing a document.' ‘ 

“The Constitution, like any 
other document, has to be 
read and construed as a 
whole”. He went on to 
add that the theory could 
not and did not build and 
add a new part to the 
Constitution. 

Referring to the arguments 
on rule of the law, the said, 
that, the term rule of law 
was not a magic wand which 


could be waved to dispel 
every difficulty. 

He said, “it (rule of law) 
is not an Aladin’s lamp which 
can be scratched to invoke a 
power which brings to any 
person in need whatever he 
or she may desire to have. It 
can only mean, for lawyers 
with their feet firmly planted 
in the realm of reality, what 
the law in a particular state 
or country is and what it 
enjoins.” 

Locus Standi 

Mr Justice Beg said that, 
the locus standi of the 
person to move the court 
has gone and the competence 
of the courts to enquire into 
the grievance is also impaired 
by inability to pursue the 
grounds of executive action 
or their relationship with 
the power to Act, it was no 
use appealing to the concept 
of the rule of law. He added 
that the concept was thus 
inapplicable to the present 
situation. 

The Constitution does not 
confer any power on any 
“authority” to suspend the 
power of the high courts 
to issue writs of habeas 
corpus during the period 
of emergency, Mr Justice 
H.R. Khanna held in his 
dissenting Judgment in the 
habeas corpus case. 

Article 226 of Constitution, 
under which the High Courts 
can issue writs, was an 
integral part of the Consti¬ 
tution and the same could 
not be suspended by putting 
a particular interpretation 
on the Presidenital Order 
issued under Article 359 (1), 
Mr Justice Khanna held. 

The question of construc¬ 


tion of the Presidential Order, 
issued on June 27 last, 
suspending the enforcement 
of fundamental rights 
conferred by Articles 14,19, 
21 and 22, arose in view of 
the arrangement raised by 
the Attorney General, Mr 
Niren De, That since the 
June 27 order was a 
“blanket” older, the 
Supreme Court’s decision in 
the celebrated Makhan 
Singh’s case will not apply. 

In the Makhan Singh's 
case, the Court had held in 
1964 that if a detenu chal¬ 
lenged his detention on the 
ground that it violated some 
statutory provisions, the 
challenge could not be 
barred because of the 
Presidential Order under 
Article 359 (1). 

No Precedent 

The Attorney General had 
argued that unlike the present 
case, the 1962 Presidential 
Order under Article 359 which 
was considered by the Court 
in the Makhan Singh’s case, 
was a conditional order as it 
related to only those persons 
who had been detained 
undef the Defence of India 
Act. 

Referring to this argument 
of the Attorney General, Mr 
’Justice Khanna observed, 
“the difference in phraseo¬ 
logy of the Presidential 
Order dated June 27, 1975 
and that of the earlier 
Presidential Orders would 
not Justify the conclusion 
that becasue of the new 
Presidential Order a deten¬ 
tion order need not comply 
with the requirements of 
the law providing for 
preventive detention. 
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RECORDS AND STATISTICS 


Consumption 
loans for 
landless & 
small farmers 

The TtN-MfcMFiFR Expert 
Committee on Consumption 
Credit presented its repot t 
to the government on April 
26,1976. The report was pre¬ 
sented by the Chairman of 
the Committee Mr B. Siva- 
raman, Member, Planning 
Commission to Mr Pranab 
Mukherjec, minister of 
Revenue and Banking. The 
committee in its report has 
recommended consumption 
loans for landless and small 
farmers 
In Stages 

Soon after the prime 
minister enunciated the 20- 
Point Economic Programme, 
the state governments fol¬ 
lowing the guidelines issued 
by the central government, 
took urgent steps to liqui¬ 
date rural indebtedness in 
stages, first by declaring 
moratorium on, and then 
by scaling down and dis¬ 
charging such debts. The 
state governments took 
these measures in so far as 
the debts of a small/margi¬ 
nal farmers, landless labour¬ 
ers and rural artisans to 
the village money-lenders 
etc. are concerned. 

As a result of these mea¬ 
sures, the sources of credit, 
especially the consumption 


credit to the poorer sections 
of the village community, 
totally dried up causing 
sufferings to these classes 
of people. It was felt that 
some urgent alternative 
arrangements were called 
for to mitigate their suffer¬ 
ings. Accordingly, govern¬ 
ment of India set up an 
Expert Committee with 
Mr B. Sivaraman, Member, 
Planning Commission, as 
Chairman on March 10, 
1976. This committee 
was entrusted with the 
responsibility of studying 
the impact of the mea¬ 
sures taken by the state 
governments in so far as 
the difficulties being faced 
by these categories of rural 
populace in arranging their 
genuine and inescapable 
consumption credit require¬ 
ments, are concerned. The 
committee was also asked 
to make recommendations 
as to the purposes for and 
the agencies from which 
such consumption credit is 
to be provided. 

Various Issues 

The committee obtained 
the views of the state 
governments and the 
public sector banks on 
the various issues relevant 
to the terms of reference of 
the committee. The steps 
taken by the public sector 
banks in meeting consump¬ 
tion credit need of the 
poorest section of the vil¬ 
lage community were also 
obtained from them. After 
assessing the views of the 
state governments and the 
various schemes introduced 
by the public sector banks 
in this behalf, the expert 


committee reached certain 
unanimons conclusions. The 
committee thought that the 
lowest stratum of the village 
community which would be 
hit hardest as a result of 
the recent debt legislations 
are those that have 'nil* 
holdings or have holdings 
measuring 0.01 to 0.50 
acres. The committee con¬ 
cluded that this is the class 
of rural folk which would 
need pure consumption 
credit as apart from produc¬ 
tion credit. 

Consumption Credit 

The next higher class of 
rural people, viz., posses¬ 
sing land above 0.50 acres 
but not more than 5 acres 
will also need consumption 
credit, but this credit will be 
linked to production credit. 
All farmers and tenants 
cultivating lands above 
0.50 acres and including 
five acres can meet their 
consumption credit needs 
from the general production 
credit obtained from the 
cooperative structure and 
the commercial banking 
sector including the regional 
rural banks. The committee 
is of the view that by 
strengthening the coopera¬ 
tive credit structure and 
by determined attempt by 
the commercial banks inclu¬ 
ding rural banks, the bulk 
of the consumption credit 
requirements of this class 
should be looked after by 
the production credit sys¬ 
tem in operation today. 

In order to fulfil this role, 
the committee has stressed 
that the measures already 
prescribed by the Reserve 
Bank of India to strengthen 


the cooperative credit struc¬ 
ture including universal 
membership system should 
be implemented without 
any delay. It was pointed 
out by the committee that 
cooperative credit system 
for agricultural production 
already provided an element 
of consumption credit for 
the producer-borrower. 

On the basii of the figures 
given in the AH India Debt 
and Investment Survey 
1971-72 and after taking 
into account the consump¬ 
tion expenditure required 
for meeting social obliga¬ 
tions like marriage cere¬ 
monies and funeral and 
other religious rites, edu¬ 
cational and medical expen¬ 
se*, the committee arrived 
at the figure of Rs 340 cro- 
rcs for those holding size 
groups ‘ml’ and ‘0.01 to 
0.50 acres’ together. On the 
same basis, the consumption 
credit requirements for all 
purposes for the holding 
size groups above 0.50 acres 
and upto including five acres 
would be of the order of 
Rs 250 crorcs. 

Misleading Figures 

The committee, however, 
felt that these figures 
did not represent the 
actual borrowing. These 
weie the liabilities built up 
over a substantial period of 
time following usurious 
practices and never allowing 
capital to be shown as paid. 
The committee was, there¬ 
fore, obliged to apply a 
more realistic method to 
arrive at an estimated* 
figure of Rs 170 crores that 
would be required for meet¬ 
ing the consumption credit 
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needs of the groups of people 
having land holdings ‘ml’ 
and from 0.01 to 0.50 acre. 
Under this method, the 
committee has assumed 
that every borrowing family 
would borrow the maximum 
of loans recommended by 
the committee. On this 
basis the amount required 
for general consumption 
loans and loans for birth 
and death ceremonies comes 
to.Rs 90 crores. 

Softer Terms 

The committee ha> esti¬ 
mated that credit require¬ 
ments for marriage, 
medical and educational 
purposes would amount 
to about Rs 40 crores. 
The total requirement 
for all consumption pur¬ 
poses listed above would 
thus be Rs 130 crores. To 
this, the committee consi¬ 
ders, should be added the 
requirement of those poorer 
sections who could not 
avail of the credit because 
of the various usurious 
methods applied by the 
money-lenders but who are 
now likely to come forward 
to obtain loans for con¬ 
sumption purposes for the 
simple reason that they 
would be now available from 
institutional sources at 
softer terms, hor the first 
year and for the reasons 
explained by the committee, 
the total requirement of 
consumption credit lor 
all these poorer sections of 
the village people would be 
of order of Rs 170 crores. 

For the same reasons, the 
estimated figure of Rs 250 
ciorcs, as indicated above, 
fortheall households owning 
land above 0.50 acres and 
upto 5 acres will have to 


be reduced substantially. 
The committee considers 
that credit of the order of 
Rs 125 crores should look 
after the present needs of 
these classes of borrowers. 
This class of borrowers will 
generally be taking produc¬ 
tive credit for agricultural 
production. The production 
loans that the institutions 
can give and do provide 
has an in-built consumption 
credit element. The com¬ 
mittee felt that the insti¬ 
tutional agencies could take 
care of the pure consump¬ 
tion needs of this class of 
rural community without 
making any change in the 
existing policies and pro¬ 
cedures except marginally. 
The cinvnittee, therefore, 
con*»id^rs that no special 
arrangement for providing 
credit of this type to this 
class* of people U necessary 
except taking steps to streng¬ 
then the network of insti¬ 
tutional credit agencies, 
especially the cooperatives. 

Role of Cooperatives 

Out of the consumption 
credit requirements of Rs 170 
crores for those having 
holdings upto 0.50 acres of 
land, the various types of 
cooperative societies, after 
their speedy reorganisation, 
on the lines recommended 
by the committee, can 
at best take care of con¬ 
sumption credit require¬ 
ments to the extent of Rs 70 
crores only. The committee 
has stressed that only those 
piimary agricultural socie¬ 
ties as have full-time paid 
secretaries should alone be 
entrusted with the responsi¬ 
bility of extending consump¬ 
tion credit. But since less 
than 1 /3rd. of the societies 


have full time paid secre¬ 
taries, the committee has 
recommended that during 
the next two months, the 
societies should strengthen 
their organisations on a war 
footing so that at least half 
of the societies in the coun¬ 
try are made viable and 
have whole time paid secre¬ 
taries. 

Special Laws 

But even then there 
will still remain large areas 
in the country where insti¬ 
tutional anangements for 
providing consumption cre¬ 
dit will not be feasible. 
In such ‘grey" areas, the 
state governments will 
have to step in to cater to 
the needs of the people 
through their revenue and 
other administrative depart¬ 
ments Special laws may 
have to be enacted for the 
purpose and to ensure re¬ 
covery. 

The fact that there are 
agricultural labourers and 
marginal farmers who live 
mainly on wages for whom 
pure consumption credit is 
lequircd, a system of cont¬ 
rolled employment scheme 
would be of great advantage. 
To solve the twin problem 
of provision of employment 
and collection of consump¬ 
tion loans, the committee 
has recommended that on 
the model of the scheme enu¬ 
merated by the Maharash¬ 
tra government, the borrow¬ 
ers be put on an employ¬ 
ment scheme worked out by 
government departments. 
The committee has recom¬ 
mended that each state 
should identify such produc¬ 
tion schemes so that the 
can loans be recovered 
promptly. In the case of 


artisans, the cooperative 
marketing structure wilt play 
his role. 

They ‘grey* areas will ac¬ 
count for the remaining 100 
crores to be met out of the 
budgetary resources of the 
state governments. But 
since the states may find it 
difficult to mobilise this big 
amount even by imposing 
special tax as the govern¬ 
ment of Maharashtra have 
done, there will be need 
for some special assistance 
from the centre. The com¬ 
mittee has therefore advised 
that the stale governments 
and the central govern¬ 
ment should enter into im¬ 
mediate dialogue for the 
purpose. 

Grey Areas 

In order to keep the 
‘giey' areas to the mini¬ 
mum the state govern¬ 
ments will have to make 
earnest efforts to strengthen 
the cooperative structure. 
For (his an additional allo¬ 
cation of Rs 20 crores, in 
the Plan, both centre and 
state, will be needed. 

The committee has ex¬ 
pressed the definite view 
that the primary agricul¬ 
tural credit societies or¬ 
ganised into viable units, 
fanners’ service societies, 
jjarge sized multi-purpose 
("societies in the tribal areas, 
Leach having a full-time paid 
secretary /managing direc¬ 
tor, will be best suited to 
handle the business of pro¬ 
viding consumption credit 
to the various categories 
of the rural community. 

Where, however, the 
central cooperative banks 
are weak and are not in a 
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position to give the neces¬ 
sary financial support to all 
the societies in their areas. 

The committee has recom¬ 
mended that some societies 
maybe attached to com¬ 
mercial banks for the pur¬ 
pose of credit facilities, 
both production and con¬ 
sumption purposes. 

The committee has stres¬ 
sed that immediate steps 
should be taken to ensure 
that as much of the minor 
forest produce as possible 
for the tribal areas, is collec¬ 
ted through departmental 
arrangement at fair prices. 

The state governments 
should straightaway open 
fair price shops through 
their Forest Department in 
all the areas where tribals 
conglomerate and where the 
LAMPS cannot be found 
immediately. 

Risk Involved 

As there is a high degree 
of risk involved in extend¬ 
ing pure consumption cre¬ 
dit to the class of people 
envisaged, a risk margin 
assistance limited to 10 per 
cent of the total quantum 
of loans advanced should be 
given to the lending insti¬ 
tutions in the following 
manner: 

(i) where the primary 
cooperatives give loans, the 
10 per cent will be divided 
in the proportion of 3:1 i.e. 
7i per cent in favour of 
primary society and 2\ per 
cent financing bank; 

ii) where cooperative or 
a commercial bank advan¬ 
ces money directly to the 


loanees, the entire 10 per 
cent go to the bank concer¬ 
ned. 

The risk fund of the or¬ 
der of Rs 17 crores should 
be borne equally by the cen¬ 
tral government and the 
state governments. 

Ceilings on Loans 

The types of purposes of 
which consumption loans 
have been recommended 
and the ceiling laid down in 
respect of such loans are 
given below: 


Type of loan Ceiling 

of loans 

(a) Medical expenses 


relating to borro- 


wers and mem- 


bers of their 


families. 

Rs 250 

(b) Education ex- 


penses for 


school. 

Rs 100 

(c) Marriage expen* 


ses 

Rs 250 

(d) Expenses on 


funeral ceremo¬ 


nies as well as 


birth ceremonies. 

Rs 75 

(e) Expenses on re¬ 


ligious ceremo¬ 


nies which are 


deeply rooted 


and considered 


inescapable by 


certain sections of 

society. 

Rs 75 


The ceilings have been 
suggested on the basis of 
the general experience as to 
the levels of borrowing of 
the classes of people the 
committee is dealing with. 
The actual loan to be given 
to a person must have rela¬ 
tion to his minimum needs 
and his capacity to repay. 

In making the recommen¬ 
dations, the committee took 
care to consolidate their re¬ 
commendations in a sepa¬ 
rate chapter, which were 
meant for immediate imple¬ 
mentation by the end of 
June, 1976. 

Action Points 

The committee has also 
enumerated the action points 
to be implemented by diffe¬ 
rent agencies. Thus, the 
state governments will have 
to take immediate steps for 
strengthening the coopera¬ 
tive credit structure by tak¬ 
ing suitable legislative mea¬ 
sures for universal member¬ 
ship in the cooperatives, by 
making the primary socie¬ 
ties into strong and viable 
units and by professionalisa- 
tion of the managements of 
such societies by full-time 
paid secretaries or managing 
directors in the case of far¬ 
mers' service societies. 

Suitable employment pro¬ 
gramme should also be drawn 
by state governments on the 
model of the Maharashtra 
scheme. State aovemments 
would also demarcate the 
areas, which cannot be cove¬ 
red by cooperative credit 
system and commercial banks 
etc. during the ensuing sea¬ 
son and make necessary ar¬ 
rangements for provision of 
loans to state governments 


own agencies in these ‘grey’ 
areas. 

Central government have 
been entrusted with the re¬ 
sponsibility of: 

(i) holding discussions 
with Reserve Bank of India 
for finding the resources re¬ 
quired by the cooperative 
banking system for provid¬ 
ing consumption credit; 

(n) issuing guidelines to 
commercial banks including 
regional rural banks to fall 
in line with the recommenda¬ 
tions of the committee and 
providing consumption cre¬ 
dit as recommended by the 
committee. 

Reorganisation 

(iii) issuing directives to 
state government depart¬ 
ments to take full advantage 
of the facilities being extend¬ 
ed by government of India 
and Reserve Bank of India 
to complete the reorganisa. 
tion of the cooperative struc¬ 
ture. 

Reserve Bank of India 
will issue guidelines to the 
cooperatives and commer¬ 
cial banks in order to imple¬ 
ment the recommendations 
of the committee and make 
an immediate assessment of 
the requirements of the dif¬ 
ferent state governments for 
drawal from the LTO Fund 
of the Reserve Bank of India 
to strengthen the equity base' 
of the cooparatives. 
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RECORDS & STATISTICS 


FICCI resolutions 

The 49th Annual General Meeting of the Federation 
of Indian Chambers of Commerce and Industry was 
held In New Delhi from May 1 to 3. The meeting dis¬ 
cussed the world economic situation in the wake of 
rise in oil prices and its effects in the global context in 
general and India in particular. The meeting passed 
resolutions the texts of which are given below: 

Pivotal role of export in our economy 


In the past two years the 
deficit on external trade 
account has been running at 
the average rate of nearly 
Rs 120crorcsa month. The 
large deficit reflects primarily 
the impact of oil price hike. 
The increase in oil prices has 
more or less come to stay 
and temporary expedients to 
tide over the trade deficit 
cannot be relied upon. Js is 
imperative that our exports 
arc substantially pushed up 
quickly as possible to fin¬ 
ance the import bill and debt 
servicing. 

The world economic situa¬ 
tion is somewhat distorted. 
Recession which had grip¬ 
ped most of the developed 
countries has only margin¬ 
ally abated. To conserve 
domestic demand some 
countries have sought grea¬ 
ter tariff and non-tariff pro¬ 
tection. The redistribution 
of income internally has also 
caused a demand shift in 
world markets. Trade poten¬ 
tialities in West Asia have 
diversified and enlarged. 

While in most countries 
prices are rising, in ours they 
have very significantly drop¬ 
ped. Also some stability to 
the external value of the 
Rupee has been achieved by 
linking it with a basket of 


currencies. The opening of 
the Suez Canal has brought 
European markets nearer. 
The US GSP Scheme which 
became effective since Janu¬ 
ary 1, 1976 has opened up 
opportunities, though the 
Scheme excludes some of 
the items which are of im 
portance in our export trade. 
Though these developments 
have given us some advant¬ 
age in international trade, 
our exports still need to he 
made more competitive for 
any major escalation m 
them. 

Pragmatic Approach 

On the whole, the inter¬ 
national situation is difficult 
but not totally unfavourable 
and larger exports are pos¬ 
sible with more pragmatic 
policies, speedy implementa¬ 
tion and closer coordina¬ 
tion between government 
and industry. 

Apart from export of 
goods, considerable scope 
also exists for export of con¬ 
sultancy services, turnkey 
projects, and undertaking 
other large value contracts, 
and for sub-contracting 
arrangements between Indian 
and developed country firms, 
specially in West Asia in the 
fields of construction and 
engineering. 


In this context the Fede¬ 
ration welcomes emphasis 
placed in the new Import 
Policy on improvement of 
procedures and stimulation 
of export production. To 
utilise the growing oppor¬ 
tunities and for mounting an 
ambitious export drive, 
Federation makes the follow¬ 
ing suggest ions for implemen¬ 
tation by exporters and 
government. 

Role of Business 

1 Industry and trade, on 
their part, should give the 
greatest attention to cost, 
quality, packaging, delivery 
schedules, market surveys 
and publicity so as to face 
international competition 
better. 

2. A mechanism for con¬ 
sortium of exporters of 
turn-key projects and large 
value conti acts should be 
created, so that Export 
Houses, contractors and 
consultancy firms, and manu¬ 
facturers, both in the public 
and private sectors, are able 
to combine resources and 
undertake large export pro¬ 
grammes jointly. 

3. Export Promotion 
Councils should be streng¬ 
thened for receipt and dis¬ 
semination of commercial in¬ 
telligence to ensure against 
any loss of trade opportunity 
for want of timely inform i- 
tion. 

4. Exporters should make 
a more determined effort to 
take advantage of the GSP 
concessions, as they are being 
lost to other developing 
countries. At the same time, 
government should continue 
its efforts, bilaterally and 
through international forums. 


Company Notice 

Hindustan Aluminium 
Corporation Limited 

Registered Office : 

‘CENTURY BHAVAN’ 

Dr Annie Besant Road 
BOMBAY 400 025 
Notici is hereby given that 
the Seventeenth Annual 
General Mecling of the 
Shareholders of the Com¬ 
pany will be held on Mon¬ 
day. the 14th Jure, 1976, 
at 4-00 P M. at Birla Matu- 
shri Sabhaghar, 19, Marine 
Lines, Bombay 400 020, to 
transact the business as 
contained in the Notice 
dated 15th April, 1976. The 
notice relating to the busi¬ 
ness to be transacted at the 
said meeting, together with 
the Explanatory Statement 
thereto as required by 
Section 173 ot the Com¬ 
panies Act, 1956, is being 
p>sted to all the members 
individually at their re¬ 
gistered addresses 

Notice is also hereby 
given pursuant to Section 
154 of the Companies Act. 
1956 that the Register of 
Members and Transfer 
Books of both Lquity and 
Preference Shares of the 
Company will rcmainclosed 
from 14th May. 1976 to 
2nd June, 1976, both days 
inclusive. 

By older of the Boa d of 
Directors, 

M. K. Jain 
Secretary, 

Bombay 

Dated the 26 day of April, 

1976 

Notes: 

(A) A member entitled 
to attend and vote is enti¬ 
tled to appoint a proxy to 
attend and vote instead of 
himself and the proxy need 
not be a member. 

(B) Shareholders arc re¬ 
quested to intimate lo 
the Company changes, if 
any, in their registered 
addresses. 
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for liberalisation of the US 
GSP Scheme and the sche¬ 
mes of other de\eloped coun¬ 
tries 

5 Institutional airange- 
ments should be made at the 
level of Indian and foieign 
business and industiy orga¬ 
nisation for exchange of in¬ 
formation and ideas, and 
implementation of decisions 
reached bcewccn joint com¬ 
missions government has set 
up with a number of foreign 
countries fot trade, technical 
and economic coopciation 
The ptogiess made m the 
implementation of agreed 
decisions should be pcuodi 
cally reviewed 

More Incentives 

1 To enable Lxpoi t 
Houses and exporlcis to plan 
their future strategies, and 
carry on futme contiacting 
without any inhibition, the 
facilities and incentives b> 
government should not be 
reduced at least tor five years 
At the same time these laci 
litics should be strengthened 
whenever world conditions 
so require 

2 The facilities piovided 
to stimulate export effort 
often get diluted for lack of 
inter-ministerial and intci - 
departmental coordination, 
and complicated and time 
consuming admimstiativc 
procedures and iuIcs To 
handle this problem, a stand 
ing committee consisting of 
representatives of govern¬ 
ment, industry and expoitcrs 
should be established to re¬ 
view position and suggest 
improvement 

3 Government should 
widen the scope of the sche¬ 
mes to apply essential raw 
materials both indigenous 
and imported, at economic 


prices to manufacturers for 
export production 
4 The interest rates on ex¬ 
port credit, which are cur¬ 
rently very high, should be 
administered with grcatci 
flexibility, so that downward 
adjustments are possible 
whenever the situation in 
a paiticular market warrants 
so, as is being done by many 
developed countiies 


One the majoi objectives oi 
national policy is to nnpiove 
the standard of living of the 
people 1 his objective cm be 
seemed mainl> through pro 
vision of productive whole 
tunc enployment wluJi in 
itself is an outcome ol rapid, 
sustained and adequate deve 
lopment m all scctois ol the 
economy 

The single largest souicc 
of employment in o'ji cuun 
trv is agricullute Oppoitu- 
mties toi additional employ 
ment in this sectoi depend 
upon the expansion of iiliga¬ 
tion facilities, use of ferti¬ 
lisers and high yielding varie¬ 
ties of seeds as well as land 
improvement and adop¬ 
tion of the requisite tech¬ 
niques for diy farming 
Besides, the geneiation 
of productive employment 
will depend on the giowth of 
industry, mliastructurc and 
other tertiary sectors. In re¬ 
cent years growth in these 
areas has been subdued and, 
as such, unemployment has 
increased 

The two aspects that need 
to be considered, arefullci 
utilisation of production 
capacities that have been 
already established, and acce¬ 
leration of new investment 
Currently, capacity utihsu- 


5. Liberal foreign exchange 
may be made available for 
establishing business contacts 
advertsing goods abroad and 
setting up offices in foreign 
markets 

6. Infrastructural facilities 
in the fields of port and har¬ 
bour, shipping & transport, 
and power need to be ra¬ 
pidly enlarged and impro¬ 
ved 


tion is extremely low in a 
very large sector of industry 
inspite of better production 
conditions 

Giea f cr industrial har¬ 
mony has been achie¬ 
ved since tnc Emergency 
Power and raw material sup¬ 
ply position has also im¬ 
proved, though it is not 
absolutely satislactory In 
addition, concerted efforts 
have to be made for 
proper maintenance of equip¬ 
ment and machinery, as has 
been emphasised in the case 
of powci industry, on an 
urgent basis 

A new adverse tactoi 
which has emerged is fall in 
the level of aggregate de¬ 
mand As a result, sickness 
in industrs is spreading 

In this situation new invest¬ 
ment has been sluggish Be¬ 
sides, capital goods today 
cost substantially more than 
did about two or three years 
back The return on new in¬ 
vestment has become inade¬ 
quate and in some cases even 
negative In this context, a 
reasonable rate of return on 
investment thiough remune¬ 
rative prices, as recommend¬ 
ed by the flfth Plan docu¬ 
ment, should be ensured m 
order to encourage invest¬ 


ment and stimulate produc* 
tion. 

To set the course right and 
expedite growth, the Federa¬ 
tion suggests the following 
measures: 

— Anti-inflationary mea¬ 
sures under the three cate¬ 
gories—monetary, fiscal and 
administrative—-require to be 
substantially eased There is 
an urgent need for reduction 
of the Bank Rate and the 
lending rates of the banks. 

— Libei ali&ation of invest¬ 
ment procedures which finds 
an important place in 
the 20—Point Programme of 
the Prime Minister has to be 
undertaken speedily 

— The policy decision to 
do away with unnecessary 
controls affecting production 
and distribution must be 
vigorously implemented 

Liberal Credit 

Term lending institu¬ 
tions must be provided with 
greater funds and their land¬ 
ing terms m respect of pro¬ 
moters contribution and 
debt equity ratio should be 
liberalised to support invest¬ 
ment programmes of indus¬ 
try 

— Dry farming methods 
should be improved as a mat¬ 
ter ot urgency and agricul¬ 
tural production raised even 
further, both to provide ad¬ 
ditional cmploymem m large 
numbers and achieve surplu¬ 
ses for expoit Infrastruc¬ 
ture facilities that will direc¬ 
tly improve the standard of 
living of the people as also 
those that will provide in¬ 
puts to agUculture and in¬ 
dustry should be adequately 
augmented. 

— As fuller exploitation 
of oil and mineral resources 


Prerequisites of economic growth 
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can contribute in significant economic and social condi- 
measure both to national tions of our country, action 
production as well as to ex- to develop rural and back- 
port effort, the services of all ward aieas, promote young 
productive agencies, whether entrepreneurs and assist 
national or foreign should be small-scale industries needs 
fUlly utilised. to be stepped up. This is a 

responsibility of both gov- 
—> Having regard to the emment and business. 

Fiscal and monetary policies 

It is gratifying that flow since the amount has to 


government bad adopted a 
constructive approach to the 
budget for 1976-77. Quite 
a few proposals contained 
in the budget should help 
in correcting the imbalances 
in our economy and pave 
the way for accelerated 
economic growth. How¬ 
ever, certain issues remain 
to be resolved in the spheres 
of the both fiscal and mone¬ 
tary policies. This calls 
for immediate attention and 
early action. 

The 25 per cent invest¬ 
ment allowance which is 
restricted to specified indus¬ 
tries covers but partially the 
escalation in capital costs. 
This is particularly so in 
respect of new capital heavy 
industries. Bank credit con¬ 
tinues to be scarce and 
may be made even more 
difficult with the financing 
of the food procurment and 
the fertiliser distribution by 
the banking system. 

The capital market is still 
depressed, especially in view 
of the prevailing high 
interest rates, and the corpo¬ 
rate sector is not in a posi¬ 
tion to raise equity finance 
to support a high investment 
effort. Even the surcharge 
which has been withdrawn 
will not improve the cash 


be deposited with the IDBI. 
The income-tax laws obs¬ 
truct uneconomic units be¬ 
ing made viable through 
amalgamation. 

The budget, in spite of 
its welcome feature, requires 
to be supplemented by other 
measures to quicken the 
pace of growth. The Fede¬ 
ration suggests action on 
the following lines: 

— The inbuilt procedural 
delays in the sanctioning 
and allocation of funds to 
various government depart¬ 
ments for Plan outlays 
should be cut down and 
the implementation of pro¬ 
jects started expeditiously. 

— The general rale of cor¬ 
porate taxation needs to be 
reduced in accordance with 
the new approach to taxa¬ 
tion. 

— The investment al¬ 
lowance should be ipadc 
applicable to all industries, 
with a higher rate for prio¬ 
rity industries. 

— The benefit of the pro¬ 
posed 25 per cent excise 
relief should be widely ex¬ 
tended. 

—• In view of the high 
capital cost of large projects, 
a beginning should be made 
by way of expeditiously 


implementing the recom¬ 
mendations of the high- 
powered committee ap¬ 
pointed by the union 
Finance ministry to go into 
their problems. Further, 
refinements in policies can 
be conceived later to accele¬ 
rate the pace. 

— When sick units arc 
taken over by a healthy enter 
prise, the losses of the for¬ 
mer should be allowed to be 
set off against the profits of 
the latter. 

— Capital gains from 
sale of any assets should 
not be subject to tax if these 
are reinvested in approved 
productive activities. This 
will go a long way in bring¬ 
ing about a healthy pattern 
of assets which will heighten 
economic growth. 

— The ceiling on the rale 
of interest on bank credit has 
to be brought down consi¬ 
derably, so as to reduce 

Trading and 

In the past one year the 
economic conditions in the 
country have dramatically 
changed and have occas- 
sioned a shift from seller's 
to buyer’s market. This has 
necessitated readjustment 
as well as new marketing 
techniques. 

The distribution system 
in our country has been 
evolved over centuries in 
response to changing condi¬ 
tions. At the same time, 
the cost of distribution by 
private trade in our country 
has continued to be lowest 
in the world. Trade has 
also shared larger burdens 
to promote socio-economic 
objectives. The packaging 
order promulgated last year 


operating costs of industry 
and trade and improve con¬ 
ditions in the capital market. 

— The developmental ex¬ 
penditure in the budget has 
to be further enhanced, on 
select lines, like housing, 
self-employment schemes, 
rural uplift programmes so 
as to generate more employ¬ 
ment, income and demand. 

— There has to be subs¬ 
tantial expansion in bank 
credit to invigorate demand 
in the economy and facili 
tate production and distri¬ 
bution. Higher utilisation 
of capacity as well as sales 
depend on this crucial 
measure. 

— As an incentive to 
attain greater volume of 
exports a part of the profits 
of enterprises, equivalent to 
the proportion of exports 
to production, should be 
taxed at a lower rate. 

marketing 

has added a new dimension 
to the responsibilities of 
trade. Gieater unformity is 
imperative in respect of 
price display orders which 
have been issued by various 
stales. Government have 
also modified the Preven¬ 
tion of Food Adulteration 
Act to take note of 
practical problems. The 
spirit behind this Act re¬ 
quires to be fully respected 
in the process of implemcn- 
tation.of its various provi¬ 
sions. 

It is also welcome that 
the 20-point Programme 
announced by the Prime 
Minister has made special 
reference to rationalisation* 
of the road transport sys- 
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tem and the need for issu¬ 
ance of national transport 
permits. The Interstate 
Transport Commission 
created under Section 63(A) 
of the Motor Vehicles Act 
should be made the agency 
for grant of national permits 
instead of the state gov¬ 
ernments. This would ach¬ 
ieve greatest uniformity and 
place emphasis on national 
interests. However, atten¬ 
tion iequires to be given 
to avoidable obstacles to 
smooth movement, such as 
octroi, which have diluted 
the potential benefits. 

There is considerable 
scope for streamlining the 
distribution system and 


considering the various 
aspects, the Federation has 
the following suggestions 
to offer: 

—Sales tax which has 
created considerable ad¬ 
ministrative problems should 
be replaced by excise duties 
in all possible cases. 

—Octroi posts which 
hamper free movement of 
goods should be abolished 
and the local authorities 
compensated from other 
means. 

—Trade in controlled 
items should be allowed to 
be handled by private traders 
since the supply position of 
almost all controlled com¬ 


modities has substantially 
eased. 

—Trade organisations 
should be associated with 
the handling of essential 
goods. The evolution of 
this mechanism would be 
crucial whenever shortages 
of any essential goods arise 
in the future. 

—Inter-state movement 
of foodgrains should be 
completely liberalised in 
view of the vast increase 
in production. 

—Advisory committees 
should be set up for each 
state representing govern¬ 
ment, municipalities, trade 
and industry to help orderly 


implementation of the Pre¬ 
vention of Food Adultera¬ 
tion Act. 

Trading organisations 
should realise their responsi¬ 
bilities to the consumers 
and gear themselves to chan¬ 
ging marketing conditions. 
The Chambers of Commerce 
should make traders aware 
of modem marketing techni¬ 
ques and undertake training 
programmes for this pur¬ 
pose. 

—Banks should provide 
adequate finance to meet 
the genuine needs of trading 
and marketing and thus 
promote effective distribu¬ 
tion. 
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Negotiations at Nairobi 

The developing countries are trying at Nairobi the venue of the United 
Nations Conference on Trade and Development (UNCTAD-IV), to wrest some 
substantial concessions from the developed countries in terms of the Manila 
declaration so as to bring about a new economic order in the world. If the US 
secretary of State, Dr Henry Kissinger’s 10,000-word address to this confe¬ 
rence is taken as representative of the attitude of all the rich countries, the 
fate of UNCTAD-IV does not look very promising. Perhaps the organisers of 
this conference took an unwise step in holding it in the year of US presiden¬ 
tial election. 

The bloc of developing countries numbering 110 had sought relief 
through a programme which was designed to yield fair prices for raw materials 
and commodities. Past experience had clearly shown that the economies of the 
poor countries were severely hurt by sharp declines in the prices of the few 
export commodities which were the main earners of their income. The plait 
drawn up by the UNCTAD secretariat envisaged the establishment of a common 
fund (initially equivalent to 83000 million) to finance buffer stocks of at least 
10 commodities. The central idea behind the creation of the buffer stock wds 
to iron out violent fluctuations in the prices of these commodities. It enjoyeg 
the support of the UN Secretary-General, Dr Kurt Waldheim, and the UNCTAft 
Secretary-General, Dr Gamani Corea; both of them felt that it was the belt 
way to help in strengthening as well as stabilising the commodity markets and 
that without a binding element the programme would lose much of its essence. 

Dr Kissinger agteed that the developing countries needed economic 
security against cycles which devastated export earnings and undermined develop¬ 
ment but he was against making the developed countries responsible for stabi¬ 
lity in the prices of the agreed 10 commodities. He advocated the case-by¬ 
case basis of working out the corrective measures for stabilising export prices. 
He further stated that the USA had already signed agreements on coffee and 
tin and that his country would participate in negotiations on sugar. Later 
on, measures would be worked out to support copper and cocoa prices. In 
short, on this ticklish question the developing countries found themselves back 
to hole one. 

Understandably, the sharp shift in reserves consequent upon the success 
of the oil cartel unnerved the rich countries who are now keen to thwart any 
attempt of the developing countries to establish similar arrangements in the case 
of other commodities as well. The Manila declaration is, however, based on the 
willing cooperation of the rich and the poor countries and does not depend for 
its success on the cartels. This has naturally caused great resentment among 
the developing countries whose representatives have given expression to their 
frustration with the tactics of the industrially-advanced countries in unmistakable 
terms. For instance, the Philippine president Ferdinand Marcos advocated the 
creation of the “Third World economic system". Because the major issues of 
global economic order had remained where they were 12 years ago, he also 
envisaged grim prospects of protracted confrontation over these problems. The 
moot question was whether the poor countries of the world could unitedly force 
their demands on the unwilling rich countries. 

Recent studies have shown that the prophesy of the club of Rome relating 
to the exhaustion of raw materials during the next two or three decades was 
baseless. For example, the world reserves of iron ore in 1966 were estimated 
to be five times the level computed in 19S4. Copper reserves in 1972 were 
times higher than the estimate made in 1939. Similar was the case with other 



raw materials such as bauxite. An in* 
crease in the prices of raw materials 
enhanced the reserves by bringing 
in new areas for exploitation. Even in 
the case of crude oil, new areas were 
being exploited after the sharp increase 
in prices. And an increase in the 
number of suppliers of a commodity 
made united action somewhat difficult. 
In short, the suppliers of raw materials 
and commodities have no option but 
to thrash out, through moral pressure 
and persuasion, a working arrange¬ 
ment with the industrially-advanced 

Jossleyn Hennessy 

Eastern Economist learns with 
sorrow that Jossleyn Hennessy, who 
had been contributing a London 
Letter to its columns for many 
yean, passed away in London last 
week. It shares with Its readers 
a deep sane of loss. 

countries. Cooperation and not con¬ 
frontation holds the key to this highly 
complex problem. 

For a number of years the developed 
countries had agreed to bridge the gap 
in levels of living between the rich and 
the poor countries by transfer of 
resources through grants and loans. 
Unfortunately, their record in this re¬ 
gard had been rather depressing. In 
the case of the USA, for example, 
economic assistance as a percentage of 
gross national product dropped from 
0.53 in 1960 to 0.25 in 1974 and is 
expected to fall further to 0.17 in 1977. 
In the case of the UK the correspond¬ 
ing percentage fell from 0.53 in 1960 to 
0.38 in 1974 and is expected to drop 
further to 0.30 in 1977. West Germany 
alone has shown some improvement 
in aid from 0.31 per cent in I960 to 
0.37 per cent in 1974. 

Even indexation of prices of raw 
materials in line with the price of 
manufactured goods and machinery is 
disliked by the industrialised countries 
because it will deny them a major 
instrument of increased income through 
perpetually favourable terms of trade. 
The possibility of persuading the 


developed countries to the acceptance 
of Indexation is therefore remote. If 
by any chance the developing countries 
should succeed in selling this idea to 
the developed countries, they should 
then give up all hopes of increased 
economic assistance from the rich of 
the world. 

Surely a way will have to be found 
sooner or later to reduce the gap 
between the standard of living of the 
rich aod the poor countries. But in 
the meantime the developing countries 
must join hands among themselves for 
promoting industry and trade relations. 
These countries must learn to help one 
another before seeking assistance from 
the rich countries. The recentcxperience 


At ihb 30th annual general meeting of 
the Vanaspati Manufacturers’ Associa¬ 
tion of India held in Bombay on April 
30, 1976, the chairman, Mr C.V. 
Mariwala, gave full-throated support 
to the decision of the government to 
lift statutory price control on vanaspati 
in January last year. Citing figures of 
steady increase in the production of 
vanaspati in the post-decontrol 16 
months, he rightly came to the con¬ 
clusion that removal of superfluous and 
illogical constrains helped industrial 
growth and that the supply of essen¬ 
tial articles of mass consumption such 
as vanaspati could be increased by 
lifting ail controls. Currently not 
only vanaspati is freely available in 
the market, its price has also registered 
a sharp decline. 

Since 80 per cent of the cost of 
vanaspati depends on edible oils, there 
is a very close relationship between the 
prices of vanaspati and edible oils. 
The prices of edible oils in turn are 
dependent upon the oilseed crops 
which are not infrequently victims of 
the vagaries of the monsoons. As the 
graph on the next page shows, the prices 
of edible oils tend to fluctuate violently. 


of the newly-rich oil exporting coontrief 
which once belonged to the group of 
developing countries end have now 
formed a group of their own, is rather 
disappointing. They have not come 
forward to patronise the developing 
countries to any significant extent. In 
fact, they have placed orders for 
industrial products and machinery 
increasingly with the developed coun¬ 
tries of the world even though many 
of the developing countries possessed 
similar capabilities. Before they 
entertain hopes of generous gestures 
from the developed countries, the 
developing countries should inculcate a 
sense of comradeship among them¬ 
selves. 


Groundnut oil price in Delhi rose to 
the peak of Rs 9150 per tonne and 
dropped to less than half at Rs 3950 
per tonne in February this year. The 
movements in the prices of cotton-seed 
oil and sesame oil were broadly sym¬ 
pathetic though minor variations 
between themselves were inevitable. 
With fall in the prices of edible oils 
and consequently of vanaspati, the 
demand for the latter has picked up 
leading to increased use of available 
capacity. 

In some parts of the country, the 
consumer prefers to use groundnut 
oil instead of vanaspati which is no 
more than hydrogenated edible oil. If 
the manufacturers of vanaspati are 
given a free hand in the use of oils for 
conversion into vanaspati, they will 
naturally go in for one which is the 
cheapest. In recent months, groundnut 
oil has been cheaper than cotton-seed 
oil or sesame oil. Fearing that the 
industry would tend to use a laiger 
share of groundnut oil in the composi¬ 
tion of vanaspati, the government 
directed the industry not to utilise 
more than 25 per cent of groundnut 
oil. Rightly the government took the 


Vanaspati: which oil to use? 
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stand that such a measure would lead 
to increased production and conse¬ 
quently consumption of cottonseed 
oil, edible grade rice bran oil, niger- 



seed oil, sunflower oil and other minor 
oils. Unfortunately, when the vanas- 
pati industry was poised to boost its 
production, cottonseed oil and other 
minor oils were not available in 
sufficient quantity. The inaustry had 
two choices open to it. It could either 
abide by the directive issued by the 
ministry of Agriculture and Irrigation 
causing curtailment in output or flout 
Krishi Bhavan’s mandate and increase 
production by using whatever oil was 
available in the market. A majority 
of the units opted for the latter alter¬ 
native which earned it the displeasure 
of the government but brought 


bouquets from the consumer who felt 
relieved because of easy availability 
and reduced prices of vanaspati. 
Among the vanaspati. manufacturers 
there were some who were too timid 
to ignore the instructions from Krishi 
Bhavan and continued to use high- 
priced oils instead of the cheaper 
groundnut oil. The industry produced 
about 50,000 tonnes of vanaspati every 
month which more than met the full 
demand of the market 

And now the vanaspati manufac¬ 
turers who have used groundnut oil 
more than the prescribed limit are 
being urged to switch over to other 
oils and make for the excessive use of 
groundnut oil. The dilemma facing 
the industry has been explained by 
MrMariwala in these words: “Ground¬ 
nut, mustard, cocount and sesame oils 
account for 2.3 out of 2.6 million 
tonnes of edible oils produced in the 
country. The industry is not allowed 
to use mustard and cocount oils at all. 
There is not enough sesame oil to 
meet even the 10 per cent liquid use 
requirement of the industry. It is 


Nearly three quarters of the year have gone 
by since the end of the war and the movement 
of goods and services across political frontlets 
and across the oceans has not yet become as 
free as might have been wished for. The de¬ 
mand has changed from war to peace mate¬ 
rials Reconversion has therefore to be got 
on a large-scale before any consideiable trade 
in the peace time goods can be resumed in 
any considerable volume. The war has left a 
legacy of scarcities of several commodities 
especially those generally in common and 
widespread demand and use, thus necessitating 
continuance of controls. But the general 
tendency is one of increased relaxations 
About the end of the last year the Combined 
Raw Material Board and the Combined 
Production and Resources Board have been 
discontinued. A limited number of industrial 
material and products that are still m short 


impossible to draw out every drop of 
the minor oils tike niger, kardi, sun¬ 
flower produced indifferent nooks of 
the country. Therefore, if the industry 
is to comply with the 25 per cent ceil¬ 
ing on the use of groundnut oil, the 
output of vanaspati cannot rise above 
400,000 or 450,000 tonnes when the 
demand is of the order of 600,000 
tonnes.” 

Industry'* admission 

The industry has conceded that a 
large number of manufacturing units 
have failed to conform to limits speci¬ 
fied by the government in regard to 
the use of different oils for the manu¬ 
facture of vanaspati. The government 
also is fully aware of the pecular 
circumstances in which the industry was 
placed. While the industry was .expect¬ 
ing a generous pat on the back from the 
government for having increased pro¬ 
duction of vanaspati, it has now to face 
the charge of ignoring the instructions 
of the government in regard to the 
utilisation of different oils. Surely a 
way can be found by which the indus¬ 
try can be made to utilise increased 


supply have compelled joint international 
control. Thus five special international com¬ 
modity committees are still controlling some 
industrial materials still in short supply. They 
are Rubber, Tin, Hides, Skins and Leather, 
Textiles and Coal. The Combined Food 
Board is scheduled to be liquidated next year. 

Tho question naturally arises as to how long 
the present situation of a seller’s market will 
continue and when changeover to a condition 
where real efforts will again be needed to 
maintain sales, and where considerations of 
price, quality, style and selling terms will 
again become significant. The existing situa¬ 
tion is one of competition among consumers 
for tho available stocks of goods and no return 
to normalcy would have been made until this 
is displaced by a competition between manu¬ 
facturers to sell their products. 
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quantities of other than groundnut oil 
in the next season so as to make up 
for the shortfall* it is no use blaming 
the units for making increased use of 
groundnut oil because under the preva¬ 
lent circumstances they found them* 
selves absolutely helpless. 

It is the claim of the vanaspati 
manufactures that they have done 
considerable extension work regarding 
the development of oilseeds, though 
this claim is countered by the Northern 
India Oil Millers’ Association. The 
millers feel that the Vanaspati Manu¬ 
facturers’ Association has done next 
to nothing for the increased output 
of oilseeds in northern India parti- tl 


cidftrly. At a time when the emphasis 
is being shifted by the government to 
the furtherance of the rural economy, 
it is essential that the vanaspati manu¬ 
facturers should devote more attention 
and resources to the promotion of 
the oilseeds crops. While the Associated 
Chambers of Commerce and Industry 
in its recent annual session in the capital 
had suggested a strong link between 
industry and rural development, the 
Vanaspati Manufacturers’ Association 
had better give careful thought to such 
measures as would increase the produc¬ 
tion of oilseeds thus making the raw 
materials needed for them easily avail¬ 
able. 


End of a dichotomy 


Onb good that the symposium held 
recently in the capital by the Associated 
Chambers of Commerce and Indus¬ 
try has done is to give a burial to the 
dichotomy that existed in our country 
between industry and agriculture. The 
captains of industry have come forth 
with an offer to help in a big way in 
rural regeneration. 

Not long ago it was argued in this 
country that concentration on industrial 
expansion alone would carry the 
country into the modern age. With a 
spell of bad weathers the pendulum 
swung to the other end and it was 
sheer necessity which forced us to 
place increased emphasis on agriculture. 
The Assocham symposium has put the 
picture in the right perspective. At 
last it has been realised that industry 
and agriculture have a complementary 
role and, what ms more encouraging, 
industrialists hareoxome iorward with 
specific propo^S**'* listing how they 
could assist ftf^^lntegrated develop- 
ment of ouj j& 9 #pm£ 

As ar s^ffiff , !, columa t car, !f r * 
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industrialbavsM<)ii*(»ii<)«ubstitute the 
extension work ■t lih fr qis'-’being carried 


on in the countryside by the 
various governmental and other 
agencies which no doubt needs to be 
streamlined as well as expanded. Out 
of the 57,000 registered companies, 
it was argued, hardly the top 350 could 
adopt villages. These could at best 
provide nuclei for development over a 
limited area. 

The idea of growth centres has 
caught the imagination of the planners 
as well as administrators. Mr A.D. 
Moddie elaborated the concept at the 
Assocham seminar; he said that growth 
centres can stimulate a coordinated 
effort by industry, commerce and 
banking by a two-way flow of produce 
from the farm and of industrial 
products and services to the farm. This 
could set in motion a “syncrgestic 
growth process for higher productivity, 
higher marketable produce, higher 
income, higher employment and a 
higher standard of rural living”. 

A growth centre is expected to be a 
focal point for the economic, social, 
cultural and industrial development 
of the area around it. In the past the 
rural sector was engaged exclusively in 
primary production and the urban 


sector was mainly engaged in the 
secondary and tertiary activities. 
Growth centres should help the plann¬ 
ing of secondary and tertiary activities 
in the rural areas. 

The local market town, a road junc¬ 
tion settlement, a tehsil or taluka 
town which has some market facilities 
and economic infrastructure could form 
a growth centre. The primary concern 
of these growth centres should be to 
stimulate productivity, generate increas¬ 
ed employment, promote large con¬ 
sumption of goods and services and 
encourage movement of enhanced 
volume of marketable surpluses in 
agriculture, horticulture and fisheries 
through regulated markets. Industry 
can help growth centres by providing 
joint agricultural services and inputs in 
adequate quantities at the right time 
and at the right price. Manufacturers 
of farm equipment and the distributors 
of HYV seeds, fertilisers, pesticides and 
diesel could cooperate in the establish¬ 
ment of agro-ccntrcs to meet the far¬ 
mers’ requirements from under one roof. 

major difference 

The difference between the growth 
centre concept and the adoption of 
villages by business houses is that, 
whereas the growth centre will give 
opportunity to small and medium 
businessmen in large numbers to 
participate in the development process 
all over the countryside including the 
remotest corners, adopted villages will 
be essentially implantations in limited 
numbers and may or may not be in 
tune with the surrounding rural scene. 

Dr Swaminathan, Director General, 
Indian Council of Agricultural 
Research, however, envisaged a 
singular role for industrial houses in 
the development process in a big way. 
Advocating a consortium approach, he 
cited four instances in which business 
houses could help in rural regeneration. 
Businessmen, he said, could join hands 
with rural agencies in making use of the 
millions of hectares of black soil in 
Madhya Pradesh where hardly 8 to 10 
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per cent of land was irrigated. He 
also suggested that industry could take 
up plantation crops in the Himalayan 
north-eastern region. In the Indo- 
Gangatic plain, industrialists could help 
in the reclamation of alkaline and 
saline lands. Viewed in human terms 
the developmental process should help 
to improve the quality of the lowliest 
and the poorest among our peasantry. 
It should put a little more money in the 
hands of the landless and the smallest 
farmers and relieve the housewife of 
dredgery in our villages. In this con¬ 
nection Dr Swaminathan referred to 
Gobar gas. As such, at present, Gobar 
gas plants could be set up only by the 
mote affluent of the farming community 
who own at least four or five head of 
cattle. This again left the poorest 
among the peasantry with one or two 
cattle or none at all devoid of this 
facility. He suggested that industrial 
houses could help in devising com¬ 
munity Gobar gas plants which would 
enable the whole village to avail of the 
facility of lighting their hearths and 
homes as well as fertilising the smallest 
farm holdings. 

unlimited opportunity 

Agriculture is the prime industry in 
the country. So far hardly 10 to IS 
per cent of our farming community has 
availed of the technological improve¬ 
ments by way of high yielding varieties 
of seeds, fertilisers, pesticides or 
improved faim implements and even 
this little has given commendable 
results through improvement in the 
economic condition of the areas where 
these innovations have been introduced. 
There is a vast area that awaits develop¬ 
ment and all the resources of the 
nation, human, material as well as man¬ 
agerial, require to be pooled to bring 
technological improvements in our 
farming. 

Realising this the Assocham has 
selected 12 specific areas where industry 
can assist in improving the standard 
of living of those peasants who 
live below the poverty line. Included 


in the programme are adoption of 
villages by industrial houses for inten¬ 
sive development, formation of con¬ 
sortia of companies to deal with 
specific problems in specific areas, 
helping formation of agro-centres and 
contribution to research and training 
programmes. As an earnest of its 
determination to pursue this goal, 
Assocham has set up a permanent 
watchdog committee to oversee the 
actual implementation of the prog¬ 
ramme and give directions to its con¬ 
stituents where needed. 

According to studies made, the ratio 


The Reservf Bank of India has recently 
decided to set up a cell to detect 
sickness in industrial units and to take 
effective and timely measures to restore 
them to health. This initiative is com¬ 
mendable. But how far will the ceil be 
able achieve its objective? The Reserve 
Bank held a seminar in Bombay on 
April 28 in which the representatives 
of the State Bank, the union ministries 
of Finance and Industry, commercial 
banks, the Industrial Development Bank 
of India, the Industrial Reconstruction 
Corporation and the National Institute 
of Bank Management discussed the vari¬ 
ous aspects of the problem of industrial 
sickness. The RBI could have invited 
also the representatives of the govern¬ 
ments of those states where, as in West 
Bengal, this problem persists in an 
acute form, to participate in the 
seminar. 

Dr K.S. Krishnaswami, the Deputy 
Governor of the RBI, rightly stressed 
the importance of preventing sickness 
in industries. He said that this involved 
the locking up of banks' resources, 
wastage of capital assets, loss of pro¬ 
duction and unemployment. He urged 
the financial institutions to look at the 
problem not as one of safeguarding 
their interest but of contributing to 
the long-term viability of the units. He 


of capital needed to create employment 
in agriculture and allied activities to that 
in industry is 1:20. Considering this 
potential, there has been belated though 
welcome appreciation of the comple¬ 
mentary role of industry and agricuture. 
If agriculture prospers, industry as a 
consequence will thrive. It is impera¬ 
tive that planners, industrial houses and 
banking institutions work in close 
cooperation to bring a scientific temper 
to our villages, help in their balanced 
development and assist in extending 
modern fanning activity with required 
inputs into areas hitherto unattended. 


observed that it was necessary to devise 
some method by which an early warn¬ 
ing would be given to the financial 
institution about the potential sickness 
of a unit so that preventive action 
could be taken sufficiently in advance. 
He also suggested that a suitable 
strategy should be evolved to go into 
the multiplicity of causes for the 
sickness. 

But it is not clear how exactly 
the Reserve Bank’s cell will operate. 
For instance, will the cell give any 
suggestion to the ministry concerned 
to modify its policy suitably with a 
view to preventing sickness in a unit 
or in an industry as a whole? To ta ke 
a specific case, hundreds of auto 
ancillaries especially in the eastern 
region are sick because of the lack of 
demand for cars. The automobile 
industry has been saying that, so long 
as the price of petrol remains at the 
present high level, the demand for cars 
will not pick up substantially. The 
jute industry has been pleading fora 
variety of incentives and concessions 
in order to improve its viability. A 
few mills are already closed and more 
may follow suit in the near future. In. 
situations like these where major policy 
decisions are involved, how far can the 
Reserve Bank and the other flnAnpfa i 
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institutions contribute to the prevention 
of sickness? It is not enough if the 
Reserve Bank's cell warns the financial 
institution concerned about the 
impending sickness of a unit. It is also 
necessary to pass on this information 
to the government with appropriate 
recommendations. 

management assistance 

The seminar suggested that since, in 
the case of many sick units, the remedy 
lay in providingmanagement assistance, 
it would be necessary to constitute a 
pool of professional managers and 
financial and technical experts to which 
the financing institutions could have 
access. But it is not going to be easy 
to set up and operate such a pool. 
There is a dearth of financial and 
technical experts and even the Industrial 
Reconstruction Corporation has been 
finding it difficult to get the right type 
of men. Unless such experts are provided 
with attractive salaries and perquisites 
it will not be possible to obtain and 
retain their services. Incidentally, it is 
worthwhile to enquire why the Industrial 
Reconstruction Corporation has not 
been able to make much headway in 
restoring the sick units to health. A 
perusal of the annual reports of the 
Corporation since its inception will 
reveal that its task has been made 
extremely difficult not only due to the 
paucity of competent technical and 
financial experts but also because of 
various factors such as the credit 
restrictions, the high rate of interest, 
the levy of excise duties at excessive 
levels causing a sharp decline in demand, 
and so on. 

Or Krishnaswami emphasised the 
importance of an integrated approach 
to deal with the problem of sick units. 
But the implications of such an 
approach have to be clearly analysed 
and understood. It is seldom that a 
unit or an industry falls sick suddenly. 
In West Bengal, for instance, many 
major industries have been sick for a 
long time. In the tea industry, 
sickness of a serious nature has been 
persisting for more than a decade but 
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neither the central government nor the 
state government took prompt action 
to deal with the problem. The govern¬ 
ment both at the central and the state 
levels should be more sympathetic to 
the difficulties of industries and provide 
timely relief. Industries and their 
organisations have also to play their 
part in averting sickness. Apart from 
ensuring honesty and efficiency in 
management, indusrial associations 
should be specific while highlighting 
their problems and suggesting 
solutions. For instance, in the past 
few years, it has been pointed out that 
the non-availability of bank credit has 
been affecting industrial production. 
But no industry has been able to prove 
that its production has actually suffered 
due to the lack of credit. 

The seminar stressed on the need for 
a comprehensive information system 
as suggested by the Tandon committee. 
But banks and the other financial 


Dr Jaqan Nath Mishra, the chief 
minister of Bihar, (who also holds the 
Finance portfolio), proposed in his 
budget speech to cover the deficit of 
Rs 1467 croresin the state’s budget 
for 1976-77 through additional taxa¬ 
tion, details of which were being work¬ 
ed out. He added, however, that the 
net estimated deficit might go up to 
Rs 51.67 crores if the state govern¬ 
ment was allowed to take up during 
the year development projects involv¬ 
ing an expenditure of Rs 37 crores 
beyond the approved state Plan. The 
state has not yet received the consent 
of the central government for these 
schemes. As most of the new schemes 
arc likely to benefit the rural poor, 
there is ample justification for the 
stepping up of the Plan expenditure. 

With nearly 90 per cent of the 
state’s population living in the rural 
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institutions should have adequate 
information not merely about their 
borrowers but also about the trends in 
industrial production and consumption. 
They should also be correctly informed 
about the economic situation in other 
countries since a recession abroad may 
affect our export-oriented industries 
and make them sick. But the official 
statistics regarding industrial produc¬ 
tion and exports continue to be issued 
very late and, in many cases, they are 
not comprehensive. For instance, 
reliable data about the performance of 
small scale industries are not available. 
The problem of sickness in industries 
therefore has to be tackled from several 
angles. Success in this field will depend 
largely on how effectively government 
and industry cooperate with each 
other, and the banks and other 
financial institutions pursue realistic 
policies in providing financial and 
technical assistance. 


areas and nearly 40 per cent among 
them being landless agricultural labou¬ 
rers, the human pressure on land in 
Bihar is severe. Under such condi¬ 
tions, some positive steps to improve 
the face of rural Bihar are indeed 
essential. 

Unfortunately a large number of 
small rural development schemes taken 
up in nearly 590 blocks of the state are 
lying incomplete. These include such 
vital projects covering the construc¬ 
tion of 4,500 irrigation wells and 2,S00 
drinking wells. The schemes could 
not be completed in recent years 
largely because of the paucity of 
funds. As a first step, therefore, the 
Plan for 1976-77 has made adequate 
provision for the completion of these 
on-going small schemes. 

An interesting development for the 
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improvement of the rural Bihar has 
been a pilot research project in Tankau- 
lia block of East Champaran district. 
Originally it was sponsored as a central 
project but has since been passed on to 
the state sector. The project envisaged 
the setting up of a research and investi¬ 
gation cell to evolve a methodology for 
the development of emerging growth 
centres by providing social and econo¬ 
mic overheads in delineated areas in 
terms of a carefully prepared inventory 
of local needs. As a follow-up, sur¬ 
vey and investigation work in the 
entire district of East Champaran has 
been completed and the incorporated 
development plan of the district will be 
ready by the end of the current 
financial year. 

Duung 1976-77, work will be taken 
up in the d'vtnct of West Champaran 
too, so that a development plan for 
Champaran as a whole might be formu¬ 
lated. In the tribal areas too, the 
work has been started in Bcro block 
in Ranchi district. During the next 
financial year, the area of operation is 
to be extended to cover one of the 
sub-divisions of this distuct. The Ford 
Foundation has sanctioned a grant of 
45,000 dollars for obtaining technical 
assistance from the Indian Institute cf 
Technology, Kharagpur, for completing 
this exercise in the districts of East and 
West Champaran and Ranchi. Both 
the ministries of Agriculture and 
Finance have already given their appro¬ 
val in this regard. 

important factor 

An important factor in the improve¬ 
ment of rural life in Bihar is the pro¬ 
vision of assured irrigation in vast 
areas which are dependent upon the 
monsoons. In fact large areas of the 
state are periodically visited by floods 
or droughts, thereby making major and 
medium irrigation projects, which 
also have an element of flood control 
in them, important for the region. 
Some of the on-going projects and 
schemes that are being executed during 
the current financial year include the 


Kosi Barrage and the Eastern canal, 
Gandak project, Western Kosi, 
Rajpur canal, Sone High Level canal, 
Chandan reservoir project, North 
Koel project, Udarasthan irrigation 
scheme, Belhama reservoir scheme and 
Sunder reservoir scheme. High priority 
given to the implementation of on¬ 
going projects is justified as the benefit 
from these projects will start flowing 
soon. Accordingly, out of the overall 
proposed outlay of Rs 70 crores for 
the next year, as much as Rs 43.55 
crores are being provided for the conti¬ 
nuing schemes. 

The state is hopeful that the Chandan 
reservoir project in the district of 
Bhagalpurand Santhal Parganas with 
an ultimate irrigation potential of 
62,750 hectares will be completed in 
all respects during 1976-77. The 
physical benefits from all the major 
and medium irrigation projects by the 
end of 1976-77 will amount to an addi¬ 
tional irrigation potential of 105,000 
hectares. The level of utilisation of 
irrigation potential is likely to go up 
to 121,000 hectares, thereby raising the 
level of utilisation to 70 per cent by 
the end of 1976-77, against 65 per cent 
at the end of the fourth Plan period. 

intensive cropping 

The plateau region of Bihar, where 
nearly 95 per cent of the people are 
living in rural areas, is all the more 
dependent upon the vagaries of the 
weather. Most of the cultivated land 
of Chhotanagpur and Santhal Parganas 
is monocropped. In fact a sizeable 
area is cropped once in two years or 
once in three years, thereby reducing 
the intensity of cropping. Dry farming 
experiments conducted under a cen¬ 
trally-sponsored scheme at Chandwa 
block of Palamau district have shown 
that with proper soil and water 
management practices rabi pulses and 
oilseeds can be grown after khanf 
paddy and maize. This is likely to 
increase the intensity of cropping and 
thereby the total foodgrains produc¬ 
tion. These practices are proposed to 
be applied in neighbouring blocks to 


increase total foodgrain production 
during 1976-77. IT these experiments 
succeed over a large area, the backward 
plateau region will receive the much 
deserved relief. The plateau region 
as well as parts of south Bihar, which 
are chronically drought-prone areas, 
are also being exposed to another 
experiment, namely drought prone 
area programme. It includes the 
demonstration and introduction of 
drought resistant crops in the area. 
As much as 50 per cent of the total 
cost is to be borne by the central 
government. 

contingency plan 

The state has prepared another con¬ 
tingency plan for flood and drought 
affected areas. It was observed that 
mostly the floods were delayed and 
the cultivators were left with no time 
to grow seedlings after the water 
receded. The state has proposed to 
grow paddy seedlings on government 
farms in flood free areas. These seed¬ 
lings are to be supplied to farmers in 
the flood affected areas. Similarly in 
the drought-prone areas, seedlings of 
marua and other millets will be grown 
on government farm and will be suppli¬ 
ed to the farmers. These measures 
will further help the farmers in adopt- 
ting the crop rehabilitation programme 
in the affected areas and in providing 
considerable self-reliance among the 
rural population. 

What is likely to be the net result 
of these varied programmes taken up 
by the state in improving the lot of 
the rural poor in Bihar? The answer 
to this question should be available 
after these schemes have gone on for 
a year or two. All these schemes 
appear fairly sound in their conception 
and the state seems to be fairly serious 
in their execution. Tt is essential, 
therefore, that the state administration 
should make available a separate 
assessment of the cumulative positive 
gains of these schemes for the benefit 
of those who have been watching the 
progress of these efforts with keen 
interest. 
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MINT OF VIEW 

The budget and the export drive 

Dr. R.S. Nigam and Sri Ram Khanna 


Dr. R. S. Nigam is Professor and Head of the Department of 
Commerce. University of Delhi and Sri Ram Khanna is 
Research Scholar. Department of Commerce, University of Delhi. 
•They believe that a comfortable foreign exchange position 
has come to India’s rescue temporarily and medium-run outlook 
of our balance of payments continues to be uncertain. 


The central government budget is 
an important instrument of economic 
policy which is usually designed to 
take care of the changing economic 
and social interests of the society. 
The 1976-77 budget has been framed 
with this basic objective in view and 
appears to be an excellent exercise in 
promoting the twin objectives of 
growth with social justice. In the 
process of promoting growth one 
should not forget that a developing 
country such as ours has been facing 
tremendous foreign exchange deficit 
for the last so many years which has 
recently been accelerated on account 
of phenomenal increase in import 
bill of otl and petroleum products. 

evaluating tha impact 

As such it is natural for the budget ’ 
makers to emphasise the role which 
fiscal and economic policies can play 
in earning more and more foreign 
exchange for financing the mounting 
import bill. This article examines the 
budget proposals of 1976-77 and 
attempts to evaluate their impact on 
India's export drive. 

India’s foreign trade deficit of 
Rs 1164 crores during 1974-75 widened 
to Rs 1235.62 crores for the ten months 
ended January, 1976. A comfortable 
foreign exchange reserves position has 
come to India's rescue temporarily 
but by all standards the medium-run 


outlook for our balance of payments 
continues to be uncertain. 

self-reliance 

As opposed to the proclaimed natio¬ 
nal goal of ‘economic self-reliance' 
our country seems to have accepted 
the continued dependence on foreign 
assistance as a measure of meeting the 
foreign payments deficits. Today, 
India is burdened with u gross exter¬ 
nal debt of Rs 12015.96 crores on 
which every year capital and interest 
payment of these loans must be made. 
External assistance received during the 
year 1974-75 was Rs 1055.54 crores 
as against the current year’s figures of 
Rs 1023.93 crores. For the budget year 
1976-77 it is estimated to be at 
Rs 1206.14 crores. We had to pay in 
foreign exchange amounts of Rs 341.64 
crores and Rs 185.67 crores as capital 
repajment and loan interest respecti¬ 
vely during the year 1975-76 (revised 
budget estimates). These figures in 
the 1976-77 budget proposals stand 
at Rs 391.29 crores and Rs 195.56 
crores respectively. 

The growth oriented budget propo¬ 
sals for 1976-77 involving an impres¬ 
sive outlay of Rs 7,852 crores are 
expected to increase considerably the 
internal demand for maintenance and 
developmental imports during the 
coming year. This increase in imports 
is borne out by the expected increase 
in state revenue from custom duties 


to the extent of Rs 113 crores during 
1976-77. With successively larger 
Plan outlays expected for future years 
in a growing and import hungry 
economy as ours, developmental and 
maintenance imports are bound to 
increase progressively. With all these 
one can expect a wider trade gap in 
coming years, if nothing substantial is 
done to arrest this trend by taking up 
crash programmes of export promo¬ 
tion. 

Consistent with our national goal 
of ‘self-reliance’, the only magic 
that appears feasible is a progressive 
increase in India's export efforts to 
push the export figures from an esti¬ 
mated Rs 3,800 crores in 1975-76 to 
a progressive real growth of over 10 per 
cent per annum, A real growth rate of 
10 per cent can be interpreted to mean 
a growth rate of over 18 per cent per 
annum in terms of value, keeping into 
account exchange fluctuation losses. 

trade’s expectations 

Many exporters’ organisations and 
chambers of commerce had expected 
that the government would recognise 
this need for a major export boost and 
announce concessions in the form of 
fiscal incentive to exporters and finance 
efforts at easier entry into foreign 
markets. In his budget speech the 
Finance minister, while recognising 
that an eight per cent real increase in 
exports was necessary, announced cer¬ 
tain measures which would assist expor¬ 
ters. However, none of his budget pro¬ 
posals contained fiscal incentives specifi¬ 
cally designed to boost exports. His 
statement regarding the revision of 
cash assistance for exporters and the 
new liberal procedure for payment of 
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duty drawbacks lias been widely 
welcomed. It is pertinent to point out 
here that the absence of specific fiscal 
incentives for export-oriented sectors 
has also dampened the pre-budget 
enthusiasm of expectant exporters. 

For developing industrial capacity 
and increasing production, major ex¬ 
port oriented industries such as cotton 
textiles, jute and sugar (which have not 
devoted enough resources for expan¬ 
sion, modernisation and renovation in 
the past years) are being provided 
sufficient finance to carry out their 
long needed rehabilitation and moder¬ 
nisation programmes. The budget 
proposals provide Rs 12.2 crores to 
the Industrial Development Bank of 
India (IDBI) for financing require¬ 
ments of these industries in collabora¬ 
tion with other term lending institu¬ 
tions. 

investment allowance 

The new scheme of investment 
allowances which replaces the present 
scheme of initial depreciation allow¬ 
ance has been conciously extended to 
eight priority and export oriented 
industries. These industries include 
inorganic heavy chemicals, organic 
heavy chemicals, synthetic rubber and 
rubber chemicals, industrial sewing 
machines and finished leather and 
leather goods including footwear. 
Under this new scheme of investment 
allowance in the corporate sector an 
allowance of 25 per cent on the cost of 
new machinery installed after March 
31,1976 will be granted. However, if the 
reserves from this allowance are not 
utilised within ten years they will 
become liable to taxation. The extension 
of this scheme to the export oriented 
industries will help to increase the 
competitive strength of these industries 
in the international markets. 

Two concessions which have an 
indirect effect on exports through 
incentives for increased foreign ex¬ 
change inflow have also been intro¬ 
duced. First, non-resident Indians 
making investment in the equity of 


certain priority and export oriented 
industries wilt be exempt from wealth 
tax. Second, Indians returning from 
abroad will be exempt from wealth tax 
for seven years in respect of their 
savings repatriated to India. The 
second concession is expected to have 
only a marginal indirect effect on 
exports, but it is designed to increase 
inflow of foreign exchange. 

Some concessions (whose details arc 
not yet available) in respect of enhanc¬ 
ing the international competitive 
strength of Indian tea are also pro¬ 
posed as a tea export promotion 
measure. The recent abolition of 
export duly on carpet-backing, hessian 
and sacking which involved a loss of 
Rs 20.65 crores in export duties to the 
state exchequer reflects the govern¬ 
ment’s anxiety to enhance Indian 
exports of these commodities by mak¬ 
ing them more competitive. The 
government recognised this necessity 
in time as exports of jute goods had 
declined sharply due to a slump in the 
US market and tough competition 
from Bangladesh. 

duty on groundnuts 

The imposition of export duty on 
groundnuts and the increase in export 
duty on coffee will increase total export 
duty realisations from Rs 69.15 crores 
in the current year (1975-76) to 
Rs 84.60 crores in the coming year 
1976-77. It is believed that these 
duties will not affect the exports of 
groundnut and coffee adversely. 

Excise duty concessions on a number 
of items including synthetic plastics, 
consumer durables such as TVs, refri¬ 
gerators and water coolers etc will have 
a favourable impact on effective demand 
for these items in the internal market. 
However, these concessions are expect¬ 
ed to have no visible impact on exports 
of these items as current rules allow 
for duty drawbacks on exported 
items. 

The expenditure outlay to increase 
our export efforts this year looks 


impressive at the order of Rs 190.5 
crores as against Rs 171.77 crores in 
1975-76. This expenditure, proposed to 
be incurred under the ministry of 
Commerce in major part, also includes 
Rs 10,000 and Rs 40,000 to be spent 
by the Department of Food and the 
union territory of Delhi respectively 
towards export promotion. Another 
Rs 1.5 lakhs is proposed to be spent 
by the ministiy of Industries and Civil 
Supplies towards export promotion. A 
capital outlay of Rs 63.84 lakhs is 
also proposed in respect of foreign 
trade and export production. 

The Market Development Fund 
(MDF) which was allocated Rs 87.28 
crores in 1975-76 for export promotion 
on activities such as product promo¬ 
tion, commodity development, export 
credit development, export develop¬ 
ment organisation, and market develop¬ 
ment abroad, and which was being 
administered by a committee in the 
ministry of Commerce has been dis¬ 
continued this year. However, direct 
marketing promotion expenditure is 
proposed to be incurred on schemes of 
Compensatory Support for non-traditio- 
nal items. Under these schemes, banks 
and other financial institutions are to 
be given a subsidy for concessional 
export credit interest rates. A compa¬ 
rative view of export promotion allo¬ 
cation can be had from the figures in 
the table on page 1062. 

mowing grants 

These expenditures also inlude recur¬ 
ring grants given by the ministry of 
Commerce to organisations such as ex¬ 
port promotion councils, Indian Insti¬ 
tute of Foreign Trade, Trade Develop¬ 
ment Authority, Federation of Indian 
Export Organisations, Indian Council 
for Trade Fairs and Exhibitions and 
Indian Institute of Packaging. 

The State Trading Corporation of 
India (STC) and the Minerals and a 
Metals Trading Corporation of* 
India (MMTC) which were allocated 
Rs 2 crores and Rs 6 crores respeo- 
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tively in 1975-76 arc not allo¬ 
cated any money for 1976-77, The 
Cotton Corporation of India which 
purchases, sells, distributes and also 
imports cotton is allocated Rs one crore, 
while the Jute Corporation of India 
and the Tea Trading Corporation of 
India (TTCI) are allocated Rs one crore 
and Rs 51 lakhs respectively for 
1976-77. Out of Rs 51 lakhs pro¬ 
posed for TTCI, Rs 26 lakhs are 
proposed for the acquisition of the 
Pathini Tea Estate. Both the Jute 
Corporation of India and the TTCI 
undertake important work for increas¬ 
ing exports of jute and tea respectively. 

An outlay of Rs 7.73 crorcs as 
against Rs 7.36 crorcs in 1975-76 is 
envisaged for the development of plan¬ 
tation industry based on export items 
such as tea, coffee, rubber, cardamom 
and tobacco. Rs 353 crores as against 
Rs 260.02 crores in 1975-76 are pro¬ 
posed for technical credits to ensure 
a steady flow of Indian exports to the 
USSR, Egypt, Sudan and east Euro¬ 
pean countries. Our trade and payment 
agreements with these countries 
provide for financing through rupee 
accounts with the Reserve Bank of 
India with the help of technical 
credits. 

promotional expenditures 

Other expenditures proposed in the 
budget designed to assist the Indian ex¬ 
port efforts include Rs 16.5 crores for 
overseas communication service, Rs 9 
lakhs for a testing and quality control 
cell for foreign trade electronics items, 
and Rs 10 lakhs to set up a Leather 
Corporation of India. The Shipping 
Development Fund will get a loan of 
Rs 70 crores to finance the shipping 
industry for acquiring new ships. 

Many of the steps outlined in the 
union budget for 1976-77 as men¬ 
tioned above arc expected to serve as 
a positive incentive for our export 
trade and build up export capabilities. 
However, direct fiscal incentives 
to make investment more profit¬ 


able in export-oriented industries 
are conspicuous by their absence. It 
is suggested that profits attributable to 
exports should be taxed at concessional 
rates both in the corporate and the 
non-corporate sector. 

Another important suggestion 
which can be made here is for 
setting up a ‘freight equalisation 
fund’ to neutralise the freight dis¬ 
advantage suffered by Indian expor¬ 
ters which can provide valuable help 
to our export competitiveness. In the 
context of easier and ready export 
finance, the need for an * Indian Export 
Bank’ has been voiced at may forums. 


S. Items 

No. 


1. Foreign Trade Control 

2. Trade Commissioners Abroad 

3. Trade Information & Statistics 

4. Trade Demonstration & Publicity 

5. Export Inspection Counci I 

6. Directorate of Export Promotion 

7. Product Promotion 

8. Commodity Development 

9. Export Credit Development 

10. Export Development Organisations 

11. Market Development 

12. Marine Food Export Development 
Authority 

13. Contributions for International 
Cooperation 

14. Other Expenditure 

Total 

Capital outlay items 

1. Kandla Port Free Trade Zone 

2. Electronics Export Processing Zone 

Total 


It is high time the government did some¬ 
thing about this valuable suggestion. 

The above assessment and analysis 
of the 1976-77 budget measures clearly 
shows the awareness of the government 
that the problem of export promotion 
is very important. In fact the export 
sector has been allotted priority both 
in planned and non-planned expendi¬ 
ture. Proposals have not came up to 
the expectations of the exporters as 
they lack sufficient direct incentives 
for export marketing. It is high time 
that the areas which require immediate 
attention in export marketing be identi¬ 
fied and suitable fiscal and other 
measures be evolved to help Indian 


Revised 

Proposed for 

budget estimate 

1976-77 

1975-76 



246.34 238.26 


173.66 

174.48 

63.64 

61.34 

169.35 

176.04 

21.45 

22.16 

31.14 

28.74 

9,378.00 

11,622.00 

128.00 

412.00 

1,006.00 

1,000.00 

3,682.00 

4,666.00 

1,709.00 

150.00 

43.02 

79.30 

1600 

13.26 

510.48 

406.04 

17,177.08 

19,049.62 


14.08 

24.18 

29.73 

39.66 

43.81 

63.84 


Source: Demands for Grants, Ministry of Commerce 1976-77 


Export Promotion Allocations for the year 1975-76 and 1976-77 (Proposed) 

(in lakhs of Rs) 
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exporters to market their products 
competitively. 

Direct assistance from die Market* 
ing Development Fund which was 
so far received by the various 


organisations of exporters should 
be continued on rational basis even 
after its proposed abolition. The types 
of financial and other incentives differ 
from commodity to commodity and 


market to market. It is high time that 
the ministry of Commerce and other 
concerned offices had this realisation 
while deciding the policies and pro* 
grammes of assisting Indian exporters. 


Ceiling on lending interest rates Dr C. D. Maheshwari 


Tha regulatory celling limits will go a long way in disciplining 
banks to promote efficiency and cost consciousness 


Thb present situation in our country 
demands an entirely new concept of 
banking operations to achieve the 
twin objectives of reorienting the 
credit facilities for socio-economic 
transformation together with giving 
a new dynamism to the national 
economy and to establish a judicious 
balance between resource-mobilisation 
and bank profitability. How far the 
recent announcement by the Reserve 
Bank of India (RBI) fixing a 16.5 per 
cent ceiling on the lending rates of 
scheduled commercial banks will im¬ 
prove their operational efficiency and 
sharpen their sense of priorities is 
proposed to be dealt with in this 
article. 

levy on banks 

The RIB has fixed, effective from 
March 15,1976, a ceiling of 16.5 per 
cent on the lending interest rate charge¬ 
able by larger Indian and all foreign 
banks. The ceiling is inclusive of the 
seven per cent levy imposed in July 
1974 by the government on banks’ 
interest income from advances. This 
tax on banks' interest income from 
advances works out to about one per 
cent of advances. So, the tax reduces 
the ceiling to approximately 15.5 per 
cent. The interest rate ceiling will 
cover advances against commodities 
subject to selective credit controls. 

However, this measure introduces a 
three tier system of ceiling rates. The 
16.5 per cent ceiling does not apply 
to banks with deposits less than Rs 25 
mores. Banks with total doposits between 


Rs 25 crores and Rs 50 crorcs have 
been allowed to charge up to 17.5 per 
cent, i.e., a maximum of one percentage 
point higher than the ceiling rate. And 
for the third type of banks with depo¬ 
sits over Rs 50 crores, the lending 
interest ceiling rate is 16.5 per cent. 

Bank Rata 

The other rates of interest, however, 
continue to be the same as heretofore. 
The Bank Rate will continue to be nine 
percent. No change has been made 
in the deposit interest rates nor 
has RBI altered the minimum lending 
rate of 12.5 per cent prescribed for 
advances other than categories speci¬ 
fically exempted. Further, the redis¬ 
counting and refinancing assistance 
of the RBI will continue to be discre¬ 
tionary so far as the amount, period 
of assistance and the rate of interest 
are concerned. The penal rates of in¬ 
terest on irregular accounts have also 
been kept out of the purview of the 
regulatory ceiling limits so as to pro¬ 
vide the banks with little scope for 
flexibility. But the banks at the same 
time have been warned not to look 
upon the penal rates of interest as a 
source of revenue. Disciplining the 
borrower should in fact be the only 
criterion behind the penal rates. 

In the context of the regulation of 
the interest rate structure, it may be 
pointed out that there is always the 
possibility of the banks enhancing 
their lending rates if the same arc 
lower than the ceiling rates or reducing 
the deposit interest rates. To guard 


against such an eventuality, the com¬ 
mercial banks have been further 
directed to ensure that there is no 
upward or downward readjustment of 
interest rates. The RBI does not 
want the average rate of interest within 
the framework of the ceiling to rise. 
However, within the ceiling of interest 
rates prescribed, the banks may realign 
their existing interest rates in such a 
manner that 'differential between de¬ 
mand cash credit, loan component and 
the term loan representing the excess 
borrowing to be amortised is main¬ 
tained’. 

The manner of calculating interest 
rates has also been changed a little. 
Many banks calculate interest on 
monthly basis which in fact enhances 
the total cost of credit. The RBI has 
therefore directed the banks to adopt 
a quarter as the unit, with a view to 
ensuring uniformity in practices. 

rethinking on structure 

With die containment of inflation 
and the acceleration in the growth rate 
of the economy to a prospective annual 
rate of six per cent, there emerged a 
re-thinking on the entire interest rate 
structure. Moreover, the increase in 
lending rates by banks after the Bank 
Rate hike (July 1974) had been rather 
high and arbitrary, with the result that 
smaller borrowers were the worst hit. 
The banks were charging as high as 17 
to 18 per cent per annum and in some 
cases the penal rates went up to 
as high as 25 per cent, although the 
Bank Rate was nine per cent per 
annum and the minimum lending rate 
prescribed by the RBI was 12.5 per 
cent. The RBI’s further complaint 
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against the banks was that there was a 
greater spread between the interest 
rates paid on deposits and those charg¬ 
ed from customers. The entire differ¬ 
ence between interest earned and in¬ 
terest paid was being dissipated on 
administration and establishment char¬ 
ges and not much was left for profits, 
reserves or transfer to government ex¬ 
chequer. 

•xchang* commissions 

The irony of the situation in 
fact was that 'exchange commissions’ 
and ‘service charges’ were the only two 
items that contributed to the bank 
profits. So without an interest ceiling 
the banks were boosting their income 
and covering up their deficient cost 
control. It was in this context and 
more particularly with a view to 
bringing about a more ‘appropriate 
relationship’ between the Bank Rate 
and the maximum lending rates, the 
RBI had to announce a ceiling of 
16.S per cent per annum on bank 
lending. 

The present ceiling on bank lending 
rate does not prescribe a uniform 
rate for all advances and for all banks. 
Not only the advances under the 
selective credit control but banks with 
deposits less than Rs 25 crores have 
also been kept outside the purview of 
the regulatory ceiling limits. Such 
banks have been left free to charge 
any interest rates and the small bor¬ 
rowers, if they borrow from these 
banks, would not be protected from the 
rigours of high interest rates. 

As only about 15 per cent of the total 
bank credit is presently lent at over 16 
per cent and bulk of the bank credit 
bears interest at 16 per cent and below, 
the present interest rate ceiling above 
the 16 per cent level has no meaning as 
benefit accruing to the prospective bor¬ 
rower would only be marginal. The im¬ 
pact of the ceiling on the lending rates 
in the case of the State Bank of India 
will probably be the least since its base 


rate is the lowest among the banks. 
The State Bank of India is charging 
even lower rates than the prescribed 
ceiling. 

However, to make die country's bank¬ 
ing system more dynamic and less ex¬ 
pensive, it is quite necessary for the 
banks which had hitherto been used to 
a larger spread, not to feel uneasy over 
the prospect of being asked to operate 
on the basis of the narrow ‘spread’. All 
over the world, even with a spread of 
two to three per cent, the banks have 
been normally operating efficiently and 
even making some profits. The new 
regulatory ceiling limits would therefore 
go a long way in disciplining the banks 
in order to promote efficiency and 
make them cost-conscious. The banks 
shall have to economise on the amounts 
they spend on establishment and 
build up a surplus for helping the 
priority sector. 

critical role 

The banking industry today has to 
play a critical developmental role which 
has been necessitated by the prime 
minister's 20-point programme. The 
new role of an enlightened banker 
envisages creation of a demand for the 
new banking services from neglected 
sectors. This calls for banks to func¬ 
tion as instruments of social policy for 
achieving social change of truly 
gigantic proportions. The 20-point 
programme with its anti-feudal and 
pro-peasant overtones has provided a 
wide field where the banks can ade¬ 
quately deploy their funds in rural and 
semi-urban areas. 

Augmenting advances to priority 
sectors and maintaining the profitability 
at a high level by the banking sector 
is the greatest need of the hour. 
Priority sector lending and the banks’ 
profitabilty are in fact negatively cor¬ 
related since lending to priority sectors 
is certainly less profitable as compared 
to traditional advances. Moreover, 
even within the priority sectors them¬ 


selves, there are certain specified acti¬ 
vities such as cultivation, plantation, 
dairy, poultry, fishery, horticulture, 
small and cottage industries, retailing 
and exports etc. which can never be 
treated on an equal footing. A differential 
interest rate structure has got to be de¬ 
vised for various borrowers even within 
the priority sectors. 

saving requirsd 

However, the loss incurred on 
priority sector lending has got 
to be made good by effecting 
considerable saving in expenses 
through a cut in bonus payments, 
curtailment of dearness allowance 
and cut in overtime payments. It 
is only then that the present regula¬ 
tory ceiling will not reduce the banks’ 
manoeuvrability in charging differential 
lending rates as between priority and 
non-priority borrowers. The banks’ 
prejudicial approach to non-prionty 
industrial borrowers is unwarranted and 
over-discrimination against them is 
certainly detrimental to industrial 
growth. This distortion has got to be 
corrected so that a change in attitude 
on the part of the banks is brought 
about. 

The RBI has already constituted a 
working group to examine the operatio¬ 
nal efficiency and profitability of banks. 
The working group will suggest practi¬ 
cal and realistic criteria for the evalua¬ 
tion of the performance of individual 
banks with reference to the fulfilment 
of socio-economic objectives of nation¬ 
wide importance. The RBI panel will 
also advise on the nature of cost studies 
to be undertaken by the individual 
banks for effecting control, rationalisa¬ 
tion of service charges and introducing 
suitable methods for profitability ana¬ 
lysis of branches. It is hoped that the 
working group will come forward 
with suggestions to change the credit 
policy from an era of high interest 
rates to one of a realistic interest rate 
structure. 
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POINT OF VIEW 


A taluk in transition N. Dnlnga Rao 


The author's finding* ere that unemployment is increasing urban society has a high ratio of 

alongside increase in literacy in rural regions. There is an educated population (43.6%). And in 

urgent need for intensive rural industrialisation In Anakapalle respect of the ratios of workers 

taluk in Andhra Pradesh engaged in various non-farm activities 

A study of Anakapalle taluk in patnam, published by the government f° total workers * excluding household 

Visakhapatnam district of Andhra of Andhra Pradesh for various industry, the urban region has high 

Pradesh was undertaken in respect of years. values. The difference is more glaring 

certain demographic characteristics with ' n the case of trade and commerce 

special emphasis on workers engaged R ,,ral oncl Urban Differences: It is (28.3%). 

in various non-farm activities. This is observed ^ from Table I that the rural Comparison of General Characteristics- 
an extension of a similar study boaet y dominates over the urban by Group: It is observed from Table 

presented by the author* in the soc j e *> in respect of area, population irf that the electrified villages which 

light of the 1971 data The major nnd working force (97.1 %; 79.4% and constitute about 30 per cent of the 

conclusions derived in the previous 4.6 /a respectively). But the urban total villages shared higher percentages 
study weic; (a) f leclriuty is a pood soc,ety which constitutes only 20.6 0 f population and educated (51.6% 

substitute for both size and giowth P er cent of the total population, has and 65.5% respectively). It also 

centre; (b) Electrified villages, though contributed 42.2 per cent of the total appears from the per village data that 

small in size and far away from the c acatea t lc *‘^ Llk - Similarly, the the electrified villages are usually large- 

growth ccntie. faied better compared ur b an region dominates over the sized ones compared to the non- 

to their counterparts in the non- rara re 8 10n * n respect of percentage electrified villages. In general, the big 

electrified group in terms of literacy ° workers engaged in trade and villages followed by the electrified 

and workcis in non-larm activities; (c) c °n ,mercc (68.1 ” 0 ); non-household group, have the highest percentage of 

The impact of electricity is observed industry [manufacturing other than educated population (22.0%) and the 

to be more in trade and commerce, household industry] (53.9%) and other lowest percentage of workers to total 

and manufacturing. services (40.8 %) population (38.6%). 

From Table II, it appears that the Similar differences are also ob- 

main objectives tabu: i 

The main objectives of this study are ; Rural and Urban Differences 


(1) to verify the validity of the 
findings of the previous study in the 
light of the 1971 data; and 

(2) to eximinc the change in the 
variables over the decade. 

The first part of this study is devoted 
to an analysis of the selected charac¬ 
teristics based on 1971 data. And in 
the second part, growth rates over a 
decade arc computed for selected 
variables, fn this context the formula 
used is the most elementary one, viz, 

(va l ue in 1 971—value in 1961) x 100 
value in 1961 

All the data are taken from the 
district census hand books, Visakha- 

*"Tho impact of Electricity on Rural Indus¬ 
tries'* by N. Dcsir.ga Rao, Eastern Economist 
IVol. 65, No. 15], dated October IQ, 1975, 
Pp 681—687. 


Percentage of which 

Items Total under 




Rural 

Urban 

I. General Information : 

(a) Geographical area (in sq. miles) 

787 

97.1 

2.9 

(b) No.’of houses 

54,918 

82.3 

17.7 

(c) No. of households 

60,823 

79.4 

20.6 

(d) Population 

278,593 

79 4 

20.6 

(c) Educated 

59,067 

57.8 

42.2 

(f) Workers 

110,612 

84 6 

15.4 

2. Workers in Selected Non-farm Activities 

(a) Household industry 

3,937 

85.9 

14.1 

(b) Non-household industry 

3,544 

46.1 

53.9 

(c) Trade and commerce 

7,100 

31.9 

68.1 

(d) Transport and communications 

2,769 

74.5 

25.5 

(e) Other services 

8,481 

59.2 

40.8 
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served between the villages nearer 
to the growth centre and the 
villages away from the growth 
centre. The former has a high ratio 
of educated population and a low' 
ratio of workers to total population as 
compared with the latter category. And 
according to the per village data, there 
is a high density of habitation in the 
electrified villages and villages around 


the growth centre as compared with the 
rest of the villages. 

Comparison of Non-farm Aclivities- 
by Group : In terms of ratios of 
workers engaged in selected non-farm 
activities to total workers, it is observed 
from Table IV, that the big villages, 
the electrified villages and the villages 
nearer the growth centre, have higher 
percentages over their counterparts. In 


general, die big villages show much 
higher values. Thus it appears that 
size, electricity, and the growth centres 
have their respective spheres of influence 
over the magnitudes of workers 
engaged in non-farm activities. 

Influence of Electrictity Isolated : 
From Table V, it is observed that there 
is a difference in respect of the per¬ 
centage of workers engaged in non- 


Table II 

Inter-Regional Disparities 


Region 

Educated 

as 

percentage 

to 

population 

Workers 

as 

percentage 

to 

population 



Percentage of worker engaged in 


Household 

industry 

Non¬ 

household 

industry* 

Trade and 
commerce 

Transport 

and 

communi¬ 

cations 

Other 

services 

Total 

non-farm 

activities 

Rural 

15.4 

42.3 

3 6 

1.7 

2.4 

2.2 

5.4 

15.7 

Urban 

43.6 

29.8 

3 3 

11.2 

28.3 

10.0 

20 3 

75.6 

Taluk 

21.2 

39.7 

3 6 

3.2 

6.4 

2.5 

7.7 

24.9 


♦Refers to ‘manufacturing’ other than household industry. 

Table 1(1 

Comparison of General Characteristics—by Group 


Percentage share of each group in Edu- Woik- Per village data with respect to 
Name of the group-cated eisas - 



Geo¬ 

graphi¬ 

cal 

area 

Popu¬ 

lation 

Edu¬ 

cated 

Work¬ 

ers 

as % 

to 

popu¬ 

lation 

%to 

popu- 

tion 

Area 
(in sq 
miles) 

No. of 
houses 

No. of 
house¬ 
holds 

Popu¬ 

lation 

Edu¬ 

cated 

Work¬ 

ers 

Electrified villages 
(46) 

14.6 

51.6 

65 5 

48 2 

19.5 

39.5 

2 4 

499 

541 

2485 

486 

980 

Non-electrified 
villages (101) 

85.4 

48.4 

34 5 

51 8 

11.0 

45.2 

6.5 

220 

232 

1060 

117 

480 

Big villages (5)* 

3.9 

18.2 

21.1 

16.7 

22.0 

38.6 

6.0 

1659 

1811 

8094 

1781 

3124 

Small villages (142) 

96 1 

81 1 

78 1 

83 3 

13 9 

43.1 

5 2 

260 

277 

1280 

178 

550 

Villages nearer to 
the growth 
centre (43)-j- 

12 7 

39 4 

48 1 

38 1 

18 8 

40.9 

2.3 

416 

450 

2029 

382 

830 

Villages away from 
the growth centres 
004) 

87.3 

60.6 

51 9 

61.9 

13 2 

43.1 

6 4 

263 

278 

1289 

170 

556 

All villages (147) 

100 0 

100.0 

100.0 

100 0 

15 4 

42.3 

5.2 

307 

329 

1506 

232 

636 


* Villages with more than 1000 households. *j- Villages around five miles to the growth centre (Anakapalle town). 
Note* Figures in parenthesis refer to the number of villages in each group. 
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farm activities, between the electrified 
groups and the non-electrified groups. 
The non-electrified groups have much 
lower values through out. And in 
general, the electrified big villages 
group within the growth centre sphere 
has the highest values for all observa¬ 
tions made. 

It is fhrther observed that the 
electrified villages away from the growth 
centre, especially in the small villages 
category, have higher ratios of workers 
in non-farm activities (21.8%) as com¬ 
pared to the non-electrified big 
villages (8.4%) and the villages nearer 
the growth centre (9.2%). 

The impact of electricity is seen even 
in the case of small villages in general 
and the small villages away from the 
growth centre in particular. This 
impact is more evident in the case of 
the manufacturing industry both at the 


household level and at the factory 
level. 

The apparent influence of such 
factors as the size and the distance 
from the growth centre on non-farm 
activities is disproved by the fact that 
the non-electrified villages, though big 
in size and nearer the growth centre, 
have fared very much worse than their 
counterparts in the electrified group. 
And comparing in between the non- 
electrified category it is found that the 
small villages and the villages away 
from the growth centre fared no worse 
than the big villages and the villages 
nearer the growth centres. 

Growth Rates Over a Decade 
(1961 — 100) by Group: It is observed 
from Table VI that growth rates in 
population and literacy are very high in 
the urban region as compared to the 
rural region (23.43%; 43.87% and 


11.70% and 33.63% respectively). There 
is also a marked difference in the 
growth rates of the number of house¬ 
holds and the number of houses between 
the rural and urban regions. The urban 
region reveals a high paucity of housing 
facilities. There is a great reduction in 
working force in the rural area 
(16.80%) as compared to the urban 
area (0.75%) and there is simultaneous 
increase in the non-working force. 

There is a reduction of farm workers 
in both the regions. And reduction in 
non-farm workers is much higher in the 
rural areas (31.70%). The workers in 
the household industry are reduced to 
more than 50 per cent in both the re¬ 
gions. But the workers in non-household 
industry have gone up at a higher rate 
(39.82%) in the urban area as compared 
to the rural area (12.30%). The rural 
regions suffered a set-back as far as the 


Table IV 

Comparison of Non-Farm Activities—by Group 


Name of the group Total 

workers 


Of which percentage workers Per village Per village workers in 
engaged in total 

-workers- 






d 

§ 


•8 

W 

ft> 


3 

"1 

2 

o 

Si 

a 

St 

o 

X 


3 

*d 


£ 

<y> 

3 

Q 


d 

O 

Z 


o 

E 

e 

o 

o 

•§ 

d 

T3 

2 

H 


C 

5{ 




Electrified villages 
Non-electrified villages 
Big villages 
Small villages 

Villages nearer to the growth 
centre 

Villages away from the 
growth centre 
All villages 


45,084 

20 9 

4 6 

2 9 

48,455 

10.2 

2 6 

0 7 

15,622 

25.4 

3.5 

5 3 

77,917 

13.3 

3.6 

I 0 

35,676 

18.3 

3 4 

3 4 

57,863 

13.5 

3.8 

0.8 

93,539 

15.4 

3.6 

1.7 


3 5 

3 0 

6 9 

980 

205 

1.5 

1.5 

3.9 

480 

49 

5.6 

3.0 

8 0 

3124 

793 

1.8 

2.1 

4 8 

550 

73 

3.2 

2 0 

6 4 

830 

152 

2.0 

2.0 

4 7 

556 

75 

2.4 

2.2 

5.4 

636 

98 


46 

28 

34 

29 

68 

13 

3 

7 

7 

19 

110 

165 

175 

92 

250 

20 

6 

10 

11 

27 

28 

28 

26 

17 

53 

21 

4 

11 

13 

26 

23 

11 

15 

14 

34 
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working force in the trade and commer¬ 
cial activities is concerned (—<18.10%). 
But the number of workers engaged in 
transport and communication activities 
has gone up by about 3£ times more 


in the rural region. There is a great 
reduction in the number of workers in 
the services sector in both the areas. 

Prom the same table one might 
further observe that growth of popula- 
Table V 

Non-Farm Activities by Group 


tion is high '(33.07%) in the case 
of the villages electrified by 1971 
whereas the educated ratio is high 
(40.91%) in the case of the vill¬ 
ages electrified by 1961. There is a 


Name of the group 


Electrified villages Non-electrified villages 

Total - Total - 

workers Of which % engaged in workers Of which % engaged in 


8 

<•3 




.8 

•5 

03 

g 


I 


& 


£ 

3 


*8 


•d 

i 

i 


Cfl 

1 

2 

i 

CJ 

£ 





I 


8 

■8 

t: 

& 


j 


I 


All villages 

45084 

20.9 

4.6 2.9 

3.5 

3.0 6.9 48455 10.2 

2.6 

0.7 

1.5 1.5 3.9 

Big villages 

13381 

28.2 

4.1 6.1 

5.5 

3.4 9.1 2241 8.4 

0.1 

0.1 

6.5 0.2 1.5 

Small villages 

31703 

17.8 

4.9 1.4 

2.6 

2.8 6.0 462104 1.0 

0.3 

* 

0.1 0.2 0.4 

Villages nearer the 









growth centre: 

27196 

21.2 

3.8 4.2 

3.9 

1.9 7.4 8480 9.2 

1.9 

0.5 

0.9 2.6 3.3 

(a) Big villages 

10667 

32.1 

4.4 7.3 

6.6 

3.9 10.9 All villages in this group arc electrified 

(b) Small villages 

16529 

14.1 

3.4 2.2 

2.1 

0.6 6.4 8480 9.2 

1.9 

0.5 

0.9 2.6 3.3 

Villages away from the 









growth centre: 

17888 

20.4 

6.0 0.8 

2.8 

4.6 6.1 39975 10.4 

2.8 

0.8 

1.6 1.3 4.1 

(a) Big villages 

1714 

14.5 

4.6 2.4 

1.7 

2.5 3.3 2241 8.4 

0.1 

0.1 

6.5 0.2 1.5 

_ (b) Small villages 

15174 

21.8 

6 6 0.6 

3.2 

5.2 6.9 37734 10.6 

3.0 

0.8 

1.3 1.3 4.2 

"‘Insignificant. 













Table VI 





Percentage Change Over the Decade (1961-100)—by Group 





Popu- 

Educa- 

Work- 

Non- 

Farm Non- 

Workers engaged in 

Category 

lation 

ted 

ers i 

workers workers farm —*- 



- » - 






workers House- Non- 

Trade 

Trans- Other 






hold house- 

and 

port & servio- 






indus- hold 

com- 

com- es 






try indus- 

merce 

muni- 






try 


cations 

Taluk total 

13.95 

37.73 

-14.49 

45.91 

-13.26 -18.00 - 53.41 

25.63 

13.08 

108.82 - 40.15 

Urban area 

23.43 

43.87 

0.75 

36.45 

-12.79 6.10 - 51.31 

39.82 

37.61 

94.29 - 30.83 

Rural area 

11.70 

33.60 

-16.80 

49.17 

-13.30 - 31.70 - 53.70 

12.30 

-18.10 

359.90 - 45.30 

Electrified villages by 1961 

15.26 

40.91 

-16.83 

48.04 

-11.86 -25.34 -46.74 

47.02 

9.73 

243.69 - 48.31 

Electrified villages by 1971 

33.07 

28.71 

-15.88 

123.11 

-18.50 - 4.35 - 57.24 

25.44 

13.09 

311.61 -54.11 

Non-electrified villages 

1.15 

29.08 

-16.38 

22.76 

-12.05 -41.63 -55.96 - 

-16.14 

-46,79 

717.05 -44.15 


gASIHLN BOONOMIST 


1068 


MAY 14,1976 




uniform reduction hi working 
facto hi aft 1 categories. And 'against 
this there is a general increase in the 
pop-working force and it is the highest 
(123.U %) in, the villages electrified 
hy 1971. The reduction in the non- 
farm workers is the highest in the 
nop-electrjfied group (41.63%). There 
gee severe reductions in all sectors 
in the non-electrified group in respect 
of workers engaged in the selected 
non-farm activities (transport and 
communications sector is the only 
exception). The number of workers in 
the non-household industry has almost 
doubled in the villages electrified by 
1961 and increased by one-fourth in the 
villages electrified by 1971 as against a 
reduction of 16,14 per cent in the non- 
electrified group. 

Growth Rates Over a Decade by Size'. 
From Table VII it is derived that the 
increase in population is the high¬ 
est (57.28%) in the small villages 
which were electrified by 1961. Rate 
of increase in literacy is the high¬ 
est (43.71%) in the big villages that 
were electrified by 1971. There is a 
reduction in the working force in all 
the categories, but this reduction is the 
smallest (3 53%) in the big villages 
that were electrified by 1961 and the 


highest 23.56 pet cent in the big villages 
that were electrified by 1971. Increase 
in abn-working force is lower in tfie 
non-electrified group in general and the 
lowest (19.36%) in die small and non- 
electrified villages in particular. 

Similarly, reductions in the farm 
workers are lower in the non-electrified 
group in general and the lowest 
(5.92%) in the small and non-electri¬ 



fied villages in particular. In respect 
of non-farm workers there are small 
reductions, if at all, in the electrified 
villages as compared with the large 
reductions in the non-electrified vil¬ 
lages. There is a reduction of working 
force in the household industrial sector 

Tabu VII 

Percentage Change over die Decade by Size 


hi all groups. As far as non-household 
industry is concerned, one finds that 
the* non-electrified villages, particularly 
large sized ones have greater reduc¬ 
tions (about 57%). Against this, 
the big villages electrified by 1961 
have the highest increase (58.53%). 
Similarly, in respect of employment 
in trade and commercial sector, 
the non-electrified villages in general 
and the big villages in this group in 
particular have higher reductions. 
There is a multi-fold increase in respect 
of employment in transport and com¬ 
munications sector, in all groups and the 
increase is the highest (more than seven 
times) in the small but non-electrified 
villages. 

Growth Rates Over a Decade—by Dis¬ 
tance to the Growth Centre : _ From 
Table VIII, it is found that the growth 
rates of population, literacy, and wor¬ 
king force are the highest in the villages 
away from the growth centre, that are 
electrified by 1971. Increase in the 
non-working force is the highest (65%) 
in the villages away from the 
growth centre that were electrified by 
1961. Reduction in the farm workers 
is very high (41.41 %) in the non-electri¬ 
fied villages that are nearer to the 
growth centre compared to only 0.88 


Popu- Edu- Work- Non- Farm Non- Workers engaged in 

Category lation cated ers workers workers farm- 





workers 

House¬ 

Non¬ 

Trade 

Trans- Other 





hold 

house¬ 

and 

port servic- 





indus¬ 

hold 

com¬ 

and es 



t 


try 

indus¬ 

merce 

com¬ 






try 


munica¬ 

tions 

Big Vinages 

Electrified by 1961 

■18.65 

41.16 -3.53 

-31 59 14.80 - 28.73 

-57.26 

58.53 

-2.64 

224.22 - 51.65 

Electrified by 1971 

12.17 

43.71 -23.56 

54 29 -23.55 23.79 

-53.97 

18.08 

-2.31 

205.88 -27.38 

Non-electrified 

Small Villages 

9.13 

32.97 -20.53 

49.26 -8.56 - 67.30 

-84.62 

-57.14 

-70.45 

400.00 -37.73 

Electrified by 1961 

57.28 

40.49 -21.67 

163.85 -22.16 -19.05 

-35.28 

3.40 

-29 80 

275.64 -41.51 

Electrified by 1971 

28.89 

9.00 -19.58 

132.64 -22.02 3.01 

-61.20 

25.62 

6 85 

321.49 - 65.44 

Non-electrified 

-0.06 

29.22 -16.17 

19.36 - 5.92 - 77 45 

-60.06 

-19.05 

-34.39 

705.56 - 45.36 
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per cent reduction in the electrified 
villages away from the growth centre. 
When every group experienced a reduc* 
tion in the non-farm working force, the 
villages away from the growth centre 
that were electrified by 1971 have enjoy¬ 
ed about 87 per cent increase. House¬ 
hold industry suffered in all groups but 
suffered severely in the non-elec trifled 
groups in general and the non-electrified 
villages nearer the growth centre in 
particular (74.92%) 

Non-household industry received 
more attention in the villages away 
from the growth centre that were elec¬ 
trified by 1971 and the villages nearer 
the growth centre that were electrified 
by 1961. Trade and commercial 
activities increased in the electrified vil¬ 
lages in general and the villages away 
from the growth centre that were electri¬ 
fied by 1971, in particular. There were 
severe reductions in the non-electrified 
groups in general and the non-electrified 
villages nearer the growth centre in 
particular in respect of the employment 
in trade and commercial sectors. 
There is a multi-fold increase in the 
transport and communications sector, 
and this is about nine times in the non- 
electrified villages that are nearer the 
growth centre. 


Findings: Population and literacy 
have grown at higher rates in the uiban 
society as compared to the rural socie¬ 
ty. Similarly, the urban region has 
higher growth rates in non-household 
industry and trade and commercial 
sectors. And excluding the transport 
and communications sector, the non- 
electrified villages have negative growth 
rates in the selected non-farm activities. 
The influence of size is observed only 
in the presence of electricity. It is the 
highest in the case of the big villages 
electrified by 1961. The non-electrified 
villages irrespective of size have nega¬ 
tive growth rates in ail non-farm acti¬ 
vities excluding the transport and 
communications sector. Similarly, the 
influence of the growth centre is 
observed only in the presence of electri¬ 
city. The non-electrified villages 
though nearer the growth centre, have 
negative growth rates in industrial 
activities both at the household and 
the factory levels. It can thus be 
concluded that: 

(1) The findings of the previous 
study are proved to hold good 
even in the light of the 1971 data; 

(2) Non-working force has outgrown 
the population; and 

(3) Employment rate has fallen, in 


general, and at a higher rate in 
the non-farm activities in parti¬ 
cular. 

In this context reduction in the em¬ 
ployment in the household industry 
is the highest followed by the services 
sector. And employment has increas¬ 
ed at a tremendous rate in the transport 
and communications sector, specifically 
in the non-electrified villages. Employ¬ 
ment in the non-household manufactur¬ 
ing activities has been increased in the 
electrified villages only. 

It is suggested that, since literacy is 
increasing from one side aod unem¬ 
ployment is soaring from the other in 
the rural regions, there is an nrgent 
need for intensive rural industrialisation 
in order to rehabilitate the rural un¬ 
employed and literate people. A 
majority of them is now exposed to 
reading and writing techniques, they 
can be easily trained as semi-skilled 
technicians within a short period. If 
alternative living arrangements are not 
undertaken at the rural base itself, we 
have to face the danger of greater mig¬ 
ration into urban centres which may 
lead to many socio-economic problems 
including slum-formations along with 
all its attendant evils. 


Table VIII 

Percentage Change over the Decade (1961=100) by Distance to the Growth Centre 



Popu¬ 

Edu¬ 

Workers Non¬ 

Farm 

Non¬ 


Workers engaged in 


Category 

lation 

cated 

workers 

workers 

farm 



— 







workers 

House¬ 

Non- Trade 

Trans¬ 

Other 







hold 

house- and 

port 

ser¬ 







indus¬ 

hold com* 

and 

vices 







try 

indus- merce 

com¬ 









try 

munica¬ 










tions 



Villages Nearer the Growth Centre 


Electrified by 1961 

13.98 

38.99 

-11.19 

38.57 

-4.15 

-24.76 

-58.82 

42.11 

1.37 

222.86 

-47.78 

Electrified by 1971 

-6 65 

-5.29 ■ 

-31 79 

24 00 

+28.90 

-45.18 

-71.24 

15.75 

7.17 

77.91 

-66.05 

Non-electrified 

-30.12 

-24.77 ■ 

-42.46 

-10.29 

-41.41 

-50.95 

-75.92 

-16.98 

-49.02 

909.09 

-65.06 

Villages Away from the 

Growth Centre 










Electrified by 1961 

19.27 

48.76 - 

-16.68 

65 00 

-12 42 ■ 

-27.51 

-16.02 ■ 

-47.01 

27.57 

287.88 

-50.06 

Electrified by 1971 

98.09 

71.28 

1.81 

60.63 

-7.97 

87.39 

-43.28 

53.31 

34.06 

602.90 

-36.78 

Non-electrificd 

9.72 

48.86 

-7.01 

28.34 

-0.88 

-39.39 

-50.64 ■ 

-20.05 

-47.44 

636.23 

-39.41 
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WI>«flW Ml THE WBRID 

Poland’s ambitious plan 


I 

RAPID 1971-75 GROWTH 

The economic growth achieved in 
Poland in 1971*75 far exceeded the 
original plan estimates: 

The population’s standard of living 
increased considerably. Average net 
monthly wages and salaries, for inst¬ 
ance, rose from 2,235 zloty (Zl) in 1970 
to Zl 3,500. At the same time the 
legal minimum wage was raised from 
Zl 850 to Zl 1,200. Since the cost 
of living, according to Polish statistics, 
increased at an annual rate of only 
2.5 per cent during the past five years, 
real wages rose by seven per cent a 
year, the biggett increase in Polish 
economic history since 1945. Private 
fanners’ real income rose at almost the 
same rate—for the first time in Poland. 

Ihe increase in average real wages, 
however, was larger than the annual 
productivity increase in the economy 
as a whole (estimated at 6.5 per cent). 
This means an abandonment of the 
rule of distribution so far followed in 
Poland (and all other socialist coun¬ 
tries) that the rise in wages must be 
kept below that in productivity to 
make room for social expenditure. 

The rise in the standard of living was 
not achieved at the expense of the 
country's economic future. Real gross 
Axed capital formation, at an annual 
14 per cent, rose faster than private 
consumption (9 per cent). Net fixed 
capital formation expanded even faster 
(22 per cent). The investment ratio 
rose steeply, from 22 per cent to 30 
per cent (1974), causing capital stock 
in Poland’s business sector to increase 
by mote than a third. In industry, 
the increase in capacity was as much 


as 60 per cent. In other words, every 
third piece of machinery now in ope¬ 
ration in industry is no older than five 
years. 

Thanks to the accelerated expansion 
of investment, 1.9 million new jobs 
outside the private farm sector were 
created between 1971 and 1975. Three 
million young people entered the 
labour market. With a labour force 
of 17 million, Poland at present has 
an employment ratio of 50 per cent. 
In contrast to the preceding medium- 
term planning periods, it has achieved 
full employment. 

sharp deterioration 

One of the less attractive aspects of 
this dynamic development is the sharp 
deterioration in 1971-75 in the structu¬ 
ral imbalance in the Polish economy- 
above all a consequence of the one¬ 
sided development of heavy industry 
in the first industrialisation phase 
after 1945. 

Bottlenecks in the transport sector 
and in the raw material and energy 
fields have caused disruptions in the 
production process. 

The consumer goods industry, neg¬ 
lected by economic policy makers for 
years, was unable to raise its output 
sufficiently, either quantitatively or 
qualitatively, to keep pace with private 
demand. 

As a result, a number of markets 
ran into supply difficulties in 1974 and 
1975, despite higher imports. The 
food supply was made worse by a 
weather-induced drop in agricultural 
production in 1974-75 (the grain har¬ 
vest, for instance, at 20 m tons was 
nearly 3 m tons below 1973-74. Animal 


Joesleyn Hennsssy, London 

production has been dropping ever 
since, causing bottlenecks in the supply 
of meat which had previously been 
rising rapidly. Per-bead consumption 
of meat and meat products rose from 
53 kg in 1970 to 70.3 kg in 1975. 

Since cutbacks in meat supplies 
continue to provoke a particularly 
strong reaction in Poland, the govern¬ 
ment is trying to push up livestock 
numbers by importing more grain and 
feed: food exports too are being cut 
back. This has meant that over the 
past five years Poland has become a 
net importer of agricultural products 
and foodstuffs, which totally contra¬ 
dicts conventional ideas about this 
country. 

These supply problems made it 
politically advisable for the party 
leaders to maintain the price stop on 
basic foods imposed in early 1971. 
Food prices in the free markets did 
increase by about a third during 1971- 
75, but the share of free market pur¬ 
chases in the Polish population's total 
food consumption is relatively small, 
so this price increase has had only a 
minor impact on the cost of living. 

money Incomes 

Accoding to official information the 
population's nominal money incomes 
expanded by 15 per cent a year in 
1971-75, faster than the appropriated 
national product. Monetary purchs- 
ing power was, however, unmatched 
by an adequate supply of goods, and 
this naturally caused inflation. Private 
savings since 1970 have been growing 
at an annual rate of 34 per cent, and 
part of this increase almost certainly 
represents forced saving. Private cash 
holdings have increased particularly 
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fast, from Zt 3000 million (1970) to 
Zl 18,500 million (1974); their share in 
the Polish population’s total financial 
assets increased from 3 to 27 per cent. 

II 

TRADE WITH THE WEST 

Among the most striking characteris¬ 
tics of the Gierek administration’s 
"New Economic Policy” is the social 
role—at variance with the "Stalinist 
Model of Industrialisation”—accorded 
to foreign trade within the growth 
programme. 

Through closer integration of the 
economy in the international division 
of labour, supported by a declared 
intention to take up credit to this end 
even in western countries, it is hoped 
that progress towards the ambitious 
economic targets will be accelerated. 

This policy has been consistently 
pursued since 1970. The volume of 
exports and imports grew faster than 
the national product. The (estimated) 
export ratio for the economy as a whole 
(exports as a proportion of produced 
national income) rose from 22 per cent 
(1969) to 24 per cent (1974). The 
import ratio (imports as a proportion 
of appropriated national product) rose 
even faster, from about 25 to 31 per 
cent. 

The import surplus was run up 
almost entirely in trade with western 
industrial countries, imports from 
which increased by a nominal 41 per 
cent a year in 1971-75 (21.5 percent). 
The fastest rise was in imports from the 
United States (53 per cent), France (42 
per cent) and West Germany (41 per 
cent), whicn in 1971-75 became Poland's 
second biggest foreign trade partner; 
still well behind the USSR but ahead 
of East Germany. 

The ratio of exports to imports, 
which in trade with the C MEA countries 
tends to fluctuate around the 100-mark, 
over the past four years has shrunk 
markedly in trade with the western 
industrial countries; this is true parti¬ 
cularly of trade with Japan, the United 


States, Britain and—1975 apart—also 
Wert Germany. ,,, 

Within the framework of the State 
trade and foreign currency monopoly, 
Poland’s trade apd payment transac¬ 
tions^ with the weste& pountries are 
‘planned and Cleared bilateral^, even 
though they are carried out on the 
basis of western convertible currencies. 
The four countries mentioned seem 
to have displayed the greatest willing¬ 
ness on the part of governments and/or 
private banks and exporters to grant 
credits to Poland during the past five 
years. 

Since Poland does not publish its 
balance of payments figures, there is 
no knowing to what size the sum 
required for debt servicing has risen 
by now, i.e, how much of a burden 
on the balance of payments earlier 
loans represent. Remarks by leading 
Polish economic policy-makers suggest 
that this burden is already alarming. 

Ill 

THE 1976-80 PLAN 

During the present five-year plan 
domestic output is supposed to grow 
by at least seven per cent a year. 
Industry should expand above average 
(8.2 per cent) and its contribution to 


the national pibduct rise to 62 per cent 

(annual increase : 14 per cent), 
share,, of gross industrial prodji 
should ii$e to at least 18 per 
1986 (1975 ? 14.4 p tt peto 19& pS 
14.6 oer cent). ' 1 ' * 


The rise in employment assumed in 
the new plan is Poland’s smallest since 
1945. The rise irt production will 
therefore more than ever depend on 
productivity increases. So fhe Polish 
party leaden are issuing a strong 
appeal to the workers pointing out 
that the rise in real wages envisaged 
(3.4 per cent a year) can be achieved 
only if the planned rise in producti¬ 
vity (6 per cent) is implemented (a 
fair day’s wage for a fair day's 
work). 


At the same time there is a return 
to the earlier policy of distribution: 
employees are no longer to get the 
full benefit of their increased pro¬ 
ductivity. Not only is some of the 
money needed for welfare spending 
and other social expenditure, but the 
planned export surplus in 1976-80, 
will have to be financed too. The 
rise in net money incomes is to be 
limited so that monetary demand 
increases more slowly than the sup- 


Price Index for Goods Sold Retail* and for Services 


(1970=100) 



1971 

1972 

1973 

1974 

1975f 

Price Index, Total 

100.4 

1004 

101.1 

107.1 

108.4 

Gooch 

100.4 

100 3 

100.6 

100.6 

107.8 

Of which : Foodstuffs 

102.5 

1024 

102.7 

109.1 

109.1 

Of which : State and 

Cooperative Retail Trade 

101.5 

100.7 

100.6 

102.2 

102.8 

Restaurants 

101.6 

99.6 

99.8 

117.2 

119.2 

Free Markets for 

Foodstuffs 

107 6 

111.9 

114.3 

135.1 

132.8 

Alcoholic Drinks 

100.0 

100.0 

1000 

124.6 

127.3 

Other Goods 

97.2 

96.9 

97.1 

98 6 

100.6 

Services 

100.5 

101.2 

103.4 

109.5 

111.5 


♦Including restaurants and free markets. fJanuary-September. 


Source; Biuletyn Statystyczny, No. UJTS 
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ply of goods and services fo {fee eco¬ 
nomy as a whole. 

Fixed capital formation should rise 
only half as fast as in 1971-75, the 
investment ratio is- not to go up any 
further. Private consumption, as far 
as it is possible to tell from the pub¬ 
lished data,, should grow at the same 
rate as investment. 

The government’s price policy is to 
be “flexibly" adapted to economic 
needs. Whether the price stop on 
basic foods will be retained is to be 
decided during the year; the plan for 
1976 implies an overall inflation rate 
of two per cent. It remains the main 
aim of the government’s price policy 
during 1976-80 to safeguard the plan¬ 
ned increase in real incomes. 

The government’s foreign trade 
policy will have undisputed priority 
during 1976-80. Its aim is surplus 
trade balance to be used for financing 
the repayments due between 1976 and 
1980 on loans by both socialist and 
western countries. Poland will also 
by providing credits have to partici¬ 
pate in developing the CMEA coun¬ 
tries’ common raw materials base. 

doubling exports 

This plan target must be achieved 
mainly through a fast rise in exports, 
with a big improvement in profits 
from exports. The new five-year Plan 
provides for an annual rise in export 
volume of I S.S per cent. This means 
Poland's export ratio should rise to 
26 per cent, by 1980 (1974 :24 per 
cent). Polish exports to the other 
CMEA countries are to increase by 
11 per cent a year, as laid down in the 
bilateral government protocols on the 
coordination of the 1976-80 plans 
signed with all CMEA partners last 
year. To implement the whole of the 
export plan, there would have to be 
an above-average increase in the 
volume of deliveries to all non-CMEA 
countries (about 20 per cent a year); 
particularly to the western industrial 
countries. 

But such an export programme is 


hardly realistic, particularly since die 
planned exports to the west are to be 
mainly of manufacturers, making great 
demands - on the Polish export in- 
dusty’s competitiveness. 

Exports of finished products as a 
whole are expected to rise by at least 
18 per cent a year. A second impor¬ 
tant caregory of export goods com¬ 
prises agricultural products and food¬ 
stuffs (plus agricultural machinery, food 
manufacturing machinery and fertilisers); 
in this field the rate of increase is also 
hoped to be 18 per cent a year, with 
exports to CMEA countries rising 
faster than average. Finally, fuels, 
raw and basic materials (coal, copper, 
sulphur, salts, timber, electric power, 
mining machinery, chemical products) 
have been put into a third planning 
category for which growth chances to 
1980 are estimated at about 13 per 
cent a year; once again sales to the 
CMEA countries are scheduled to 
grow faster than those in western 
markets. 

So far no plan figures for imports 
have been published. A model calcu¬ 
lation based on the planned growth 
in exports, suggests that total imports 
must not grow by more than 11 per 
cent annually if the trade balance is 
to attain a surplus by 1980. This 
result fits in with the planned increase 
in imports from the CMEA countries 
(11 per cent a year). If trade with 
the western industrial countries—as¬ 
suming an average annual increase in 


exports to them of 20 per cent is at 
least to balance, the possible growth 
in imports from the west is about 
nine per cent. 

The Polish economy, unlike that of 
East Germany, Czechoslovakia and 
Hungary, seems likely to continue to be 
spared additional balance of payments 
problems caused by a deterioration in 
its terms of trade. 

The economic policy programme for 
1976-80, approved by the VII Party 
Congress of Poland’s Communist Party, 
is “open to new development needs 
and opportunities’’, in the words of 
the first party secretary. The new 
five-year plan — like its predecessor— 
provides a structural policy orientation 
for short-term planning intended to 
respond as flexibly as possible to un¬ 
expected developments. A good exam¬ 
ple is the 1976 economic plan which, 
approved by parliament two weeks after 
the party congress, exceeds the 
medium-term plan targets in its esti¬ 
mates for production and private 
consumption but falls below them in 
its figures for labour and capital as 
well as for exports. 

Sources and acknowledgements : The 
foregoing is summarised from the latest 
Economic Bulletin of the Deutsches 
Institute Fur Wirtschaftsforschung 
(5 Koenigin Luise Str. Berlin 33) 
but the DIW is not responsible for the 
wording of my summary. 
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WINDOW ON THE WORLD 


IMF and international 

h ->••»«»» wm.v«n banking community 


This is the text of the address by H. Johannes Witteveen, 
Managing Director of the International Monetary Fund, before the 
Financial Times of London, “New York -World Financial Centre" 
Conference, New York City, on April 29,1976. 


[ am. pleased to have this opportunity 
of speaking to you today since the 
IMF and the banking community share 
a deep involvement in the field of 
international finance. The demand 
for balance of payments financing has 
been unprecedented in the recent past, 
and the IMF and commercial banks 
have both been called upon to respond 
to this demand. 

basic reform 

The international payments system 
had, of course, been subjected to seri¬ 
ous disturbances well before the recent 
difficult period and, for this reason, 
official discussions of a basic reform 
of the monetary system had been 
under way for some years. The first 
phase of reform, which it is recogni¬ 
zed will have to be sought through an 
evolutionary process, has recently been 
set in train with the submission by the 
executive directors to the Board of 
Governors of a report and recommen¬ 
dations on a very substantial amend¬ 
ment of the Fund’s Articles of 
Agreement. The new articles will 
give members both new rights and 
new obligations. These matters have 
been widely discussed in the press and 
elsewhere, and I need hardly expand 
on them, particularly to this audience. 
I would only stress that under the 
amended articles, the Fund has an 
increased role of consultation with 
members on all aspects of international 
adjustment policies and of surveillance 
of agreed codes of conduct. 

I wish to concentrate today on some 
aspects of the role played by commer¬ 


cial banks and the Fund in the 
financing of national balance of pay¬ 
ments positions. Temporary balance 
of payments financing has always been 
an important means by which the 
Fund can achieve the general purposes 
entrusted to it, among them the main¬ 
tenance of freedom of payments and 
the expansion and balanced growth of 
international trade. By contrast, for 
private commercial banks, balance of 
payments financing in some respects 
lies outside the mainstream of tradi¬ 
tional banking operations. Leading 
commercial bankers have themselves, 
therefore, raised questions about the 
trend towards an increased role for 
private banks in the area of balance of 
payments financing and called for a 
return to more traditional forms of 
international banking, i.e., trade and 
project financing, which assure the 
generation of foreign exchange from 
which the loan may be repaid. 

trend reversed 

The need for balance of payments 
financing has, however, increased 
dramatically in the past two years. 
The overall current account position 
of industrial countries reversed itself 
from a surplus of $11 billion in 1973 
to a deficit of the same magnitude in 
1974. That of the more developed 
primary producing countries switched 
over the same period from a surplus 
of $1 billion to a deficit of $14 billion. 
The less developed non-oil countries 
increased their deficit from $9 billion 
in 1973 to $28 billion in 1974. On the 
other hand, the surplus of the major 


oil exporting countries increased from 
$5.5 billion to $68 billion. 

For 1975, our estimates show a re¬ 
duction in the current account surplus 
of the major oil exporters to $35 
billion, a reversal of the position of 
the industrial countries to a surplus 
of about $15 billion, and a further 
increase in the large deficits for the 
more developed and the less developed 
non-oil primary producing countries 
to $15 billion and S35 billion, respec¬ 
tively. 

increased deficits 

That deficits of these magnitudes 
were generally financed without a seri¬ 
ous decline in national reserves may 
be considered a sign that the interna¬ 
tional financial system has been able 
to rise to a task that at one time had 
seemed to some to be beyond its 
capacity. Foreign reserves of the oil 
importing countries indeed rose 
marginally from SDR 140 billion in 
1973 to SDR 145 billion in 1975. 
Reserves of the industrial countries 
rose by SDR 8 billion, while those 
of the non-oil primary producing coun¬ 
tries fell by SDR 3 billion. Reserves of 
the oil exporting countries rose from 
SDR 12 billion in 1973 to SDR 50 
billion in 1975. The total increase of 
SDR 43 billion reflected an increase 
in reserve positions in the Fund of 
some SDR 7 billion, which, resulted 
from the Fund’s transactions, and an 
increase of SDR 36 billion in foreign 
exchange holdings, mainly the US 
dollar component. There was no in¬ 
crease either in holdings of gold 
(officially valued) or in those of SDRs. 

The financing provided by private 
commercial banks toward meeting 
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balance of payments deficits has been share is represented by bank lending must be considered public sector 

substantial. Precise data on the extent to governments and public financial financing would, of course, be sub* 

of such financing are not, however, institutions. Unfortunately, no break* stantially larger, 

available. Fund staff estimates, based down by purpose of credits or by type It should be noted that the sharp 
on statistics made available in major of borrower is available for these growth in the international operations 

financial centers, but the volume of global estimates of international bank of commercial banks was well under 

total external bank claims against non- lending. We,must look to publicised way long before the “oil crisis.” This 

bank borrowers at about S250 billion Euro-credits for an indication of this development involved important impli- 

outstanding at the end of 1975, as trend. Conclusions drawn on the cations for monetary authorities in 

against $150 billion at the end of 1973, basis of these data must be qualified many countries. The dramatic increase 

and $60 billion at the end of 1970. because of their incomplete coverage in international reserves, and the role 

United States banks and their branches and the relatively small share of syndi- of national currencies as reserve 

abroad account for about 40 per cent cated medium-term credits in total assets against which monetary authori- 

of this total, with $97 billion at end international bank credits. Neverthe- lies would issue "high-powered 

1975, as against $57 billion in 1973, less, it is striking that in 1974 and money” that could serve a basis for a 

which represented 37 percent. 1975, loans to governments and public multiple expansion of bank credit set 

financial institutions accounted for the stage for a development that in a 

Traditional banking operations no about 50 per cent of total publicised way was self-propelling. That this 

doubt account for the largest share of Euro-credits. If public utilities were development has, at times, greatly 

these external claims, but an increasing included, the share of what, in effect, -~Over to page 1078 

Distribution of the World's Monetary Reserves 1970 1975 


Country 


End of 1970 


End of 1974 


End of 1975 



Mill. $ 

% of total 

Mill. $ 

% of total 

Mill. $ 

% of total 

INDUSTRIALIZED COUNTRIES 

74339 

79.8 

141,001 

63 9 

139,718 

62.0 

West Germany 

13,610 

14.6 

32,398 

14.7 

31,018 

13.8 

USA 

14,487 

15.5 

16,058 

7.3 

15,883 

7.0 

Japan 

4,840 

5.2 

13,519 

6.1 

12,815 

5.7 

France 

4^60 

5.3 

8,852 

4.0 

12,593 

5.6 

Switzerland 

3,132 

5.5 

9,011 

4.1 

10,428 

4.6 

Great Britain 

2327 

3.0 

6,939 

3.1 

5,459 

2.4 

flflfflrifl 

4,679 

5.0 

5,825 

2.6 

5,326 

2.4 

South Africa 

1,012 

1.1 

1,159 

0.5 

1,216 

0.5 

OPEC COUNTRIES 

5326 

5.6 

48,007 

21.8 

56,144 

25.0 

Saudi Arabia 

662 

0.7 

14,285 

6.5 

21,229 

9.5 

Venezuela 

1,021 

1.1 

6,513 

3.0 

8,861 

3.9 

Iran 

208 

0.2 

8384 

3.8 

8,697 

3.8 

Nigeria 

222 

, 0.2 

5,626 

2.5 

5,799 

2.6 

Iran 

462 

0.5 

3,273 

1.5 

2,746 

1.2 

Libya 

1,590 

1.7 

3,616 

1.6 

2,195 

1.0 

Kuwait 

203 

0.2 

1399 

0.6 

1,655 

0.7 

Algeria 

339 

0.5 

1,689 

0.8 

1353 

0.6 

Trinidad and Tobago 

43 

0.1 

390 

0.2 

751 

0.3 

Indonesia 

160 

0.2 

1,492 

0.7 

586 

0.3 

Ecuador 

83 

0.1 

350 

0.2 

286 

0.1 

Gabon 

15 

0.0 

103 

0.0 

147 

0.1 

Qatar 

18 

0.0 

72 

0.0 

99 

0.0 

DEVELOPING NATIONS WITHOUT OIL 

13,645 

14.6 

31,644 

14.3 

29312 

13.0 

WORLD MONETARY RESERVES 







(WITHOUT EAST BLOC) 

93310 

100.00 

220,652 

I00.0C 

225374 

100.0 
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Announcement regarding ieaue of Re. 12 JO croree 6J% debentures (1901) at 
applied for issue and allotment of further debentures of Rs. 1.20 crores ond guarantet 


This is not a prospectus. Persons interested in details may obtain copies of th< 



THE INDUSTRIAL CREDIT AND INVESTI 

(Incorporated on January 5.1909 und 
Asp/srs/td Owe *: 163. Backbi 

R*gton§t OWctM : 20. Old Court House Street, Calcutta 700001. • i, Cenotapfi Road. M 


EXISTING AND PROPOSED ACTIVITIES : 

The Company was incorporated on January 5.1956 with the object of carrying on the business of assisting industrial 
enterprises in India, mote particularly described in its Memorandum of Association. 

The Debentures are being issued for the purpose of augmenting the reaources of the Company to meet the demands of 
industry f or financial assistance and to meet the other needs of the Company. 


BOARD OF DIRECTORS: 

H T Parekh (Chairman) 

J S Raj (Vice Chairmen) 

K. K Biria 
D P Goenka 
N A Palkhivala 
L J. Mulkern 
N M. Wagle 
Bhaskar M liter 
M V Sohonie 
R V / Ramer 

M G Balasubramenlan (Government Director) 

M Sen Sarma 

M D McWitliam 

M. V. Arunachafan 

S. S. Mehta (Managing Director) 

Phuoze B Medhora (Joint Managing Director) 

J. M. Ahrens (Alternate Director for L. J. Mulkern) 


SHARE CAPITAL: 

(a. on March 31 1976) 

Authoris'd **' 

15.00.000 Equity Shares of Ra. 100 each 16.00.00.000 

10.00.000 Unclassified Shares of Rs. 100 esch 10.00,00.000 

26.00.000 2fc ,00,00.000 


Issued end Subscribed 

15.00.000 Equity Shares of Rs. 100 each 

Issued for payment In cash 16.00.00.000 


Paid-up: 

16.00.000 Equity Shares of Re. 100 each 16.00.00,000 
Less . Calls In arrears 8,300 


14.99.91,700 


PRESENT ISSUE. 12.60.00.0c0 

26.000 Dsbsnturss (1991) of Rs. 5,000 each at 97.50% (i.e. Rs. 4,875 each) with a right to retain excess 
subscription money up to 10% of the Issue to be applied foi issue and allotment of further 2,500 debentures. 

interest at the rate of 69 pet cent per annum (subject to deduction of tax at source) will be payable half-yearly on 
May 15 and November 15. except that interest will.accrue on the Debenture* allotted from the date of receipt of the 
oopucation. and accordingly the initial proportionate payment of interest will be made on November 15. 1976. 


EASTERN ECONOMIST 


1076 


MAY 14, 1976 



1% with a right to rotain axcaaa subscription up to 11% of tha laaua to ha 
rogards ropaymsnt of principal and paymant of intaraat by tha Govammant of India. 

ipectus from tho Rtgittwed Office or the Regional Offices of the Company; 

S' 

ENT CORPORATION OF INDIA LIMITED 

Indian Companies Act, Vli of 1913) 
tarnation. Bombay 400020. 

•600*011. a Hindustan Timas House. 18-20. Kasturba Gandhi Marg. New Delhi-110 001. 



GOVERNMENT GUARANTEE: 

Tha Debenture*, now being issued, are guaranteed by the Government of India as to the repayment of the principal and the 
payment of the interest thereon at 6J%. The Debentces will not. however, entail any charge on the assets or the 
undertaking of the Company 

The Debentures wll be considered os approved security under the provisions of the Indian Trusts Act. 1882. the 
Insurance Act. 1938 and the Banking Regulation Act. 1949 
Tha Debentures shall be redeemed at par on May 15.1991. 


The Company shall have the right to purchase Debentures from the open market and the same can be reissued dunno 
the unexpired period of the Debentures. 


The principal moneys of the Debentures to be issued hereunder and the Interest accrued thereon shall rank tor payment, 
from and out of the funds of the Company. 

I) after all the foreign currency loans with interest thereon, both present and future, except the 8% Bonds (1977-88) 
for Swiss Francs 8.000.000. 


ii ) ft! passu with all the rupee term loans, both present and future, and the Debenture issues previously made with 

interest tnorepn and tha Debentures to be issued hereafter with interest thereon (except the interest-free special advance of 
Re. 450 lacs from the Government of India, which ranks after the share capital of the Company) as also the said Bond 
Issue of Swiss Francs 8.000.000 roforred to above 


Such payment will be without affecting the rights of the holders of the 8% Bonds (1977-88) for Swiss Francs 8 million, 
tne holders of Rs. 13.76 crores 6^%(1990) Debentures and the holders of the present issue of Debentures to take recourse 
to the Guarantee of the Government of India issued in their favour. 

At any meeting of the debenture holders, each voter shall on a show of hands be entitled to one vote only and at a poll he 
snail be entitled to one vote in respect of every principal sum of Rs. 5.000 of the Debenture in respect of which he is 
entitled to vote. 


In the event of over-subscription, shareholders of the Company who apply for Debentures will be given preferential allotment 
to the extent of es many Debentures as thoy would be entitled to take up if the entire Debenture Issue had been offered to such 
shareholders on pro-taia basis as a rights issue. The Company has obtained the consent of the Reserve Bank of India under 
the Foreign Exchango Regulation Act 1973, for the offer and allotment of Debentures to its non-resident shareholders. 


DATES OF THE OPENING AND CLOSING OF THE SUBSCRIPTION LIST: 

The Subscription List will open at tho commencement of banking hours on Thursday. May 20.1976 and will close at the 
c ose of banking hours on Tuesday. May 25.1976 or earlier at the discretion of the Directors but not earlier than the 
close of banking hours on Saturday. May 22.1976. 


PROSPECTUS AND APPLICATION FORMS : 

Application must be for one or more Debentures and should be forwardod to the Registered Offico of the Company together 
with the payment at the rate of 97.50% of the nominal value of the Debenture i.e. Rs. 4,875 per Debenture. However, for the 
sake of convenience, applications together with the necessary payment would be accepted by tho Central Bank of India at 
its main offices at Bombay, Bangalore, Ahmedabad, Calcutta, Delhi, Hyderabad, Indore, Madras and New 


Delhi. 


oStaeaof tha F C^pany fl W * th cop,0i °* the Pr08 P«ctua can be obt:r.;d from tha Registered Office and the Regional 
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complicated national and international 
efforts to control inflation should not 
need any elaboration. 

An important aspect of this process 
has been the development, since the 
late 1950s, of foreign currency banking. 
International bank lending channeled 
through Euro-markets today accounts 
for more than 70 per cent of all trace¬ 
able international bank lending. More¬ 
over, the markets have become 
significant depositories for, and sources 
of, official foreign exchange reserves. 
For instance, in the period 1970-74, 
increases in Euro-dollar holdings by 
monetary authorities accounted for 
SDR 35 billion, which is one-third of 
the total increase in foreign exchange 
reserves. 

The trend toward balance of pay¬ 
ments financing by private banks raises 
several important questions. It is seen 
with some concern even by some of 
those banks which by virtue of the 
size and distribution of their capital 
and deposit base, and of their long¬ 
standing experience in the international 
sphere arc best equipped for such 
operations. Their concern has partly 
centred on risks inherent in an ap¬ 
parently increased imbalance in maturity 
structure as between assets and liabili¬ 
ties. Particularly during a time when 
the main supply of additional funds 
placed in the market came from a small 
number of depositors with a high 
degree of liquidity preference, the 
competitive lengthening of variable- 
ratc-loan maturities that had been 
observed for some time raised serious 
questions. 

fall in Euro-credits 

By 1974 over two thirds of all 
publicised Euro-credits fell in the 
maturity range of 7-10 years, and 
10 per cent in the range of over ten 
years. More recently, this picture has 
changed sharply--in 1975 over two 
thirds of Euro credits had maturities of 
between one and six yean, and only 
one per cent more than ten years. At the 
same time, there has been a perceptible 


lengthening of maturities in banks' 
liabilities. 

This development has lessened some 
of the earlier concern over the stability 
of the financial markets, which was 
widespread in 1974 for other reasons 
as well. Widely publicised shortcom¬ 
ings in some banks’ control over 
foreign exchange operations had reflec¬ 
ted, somewhat irrationally, on banking 
practices in general, and on Euro¬ 
currency banking in particular, but 
tightened management controls and 
procedures have now allayed misgivings 
in this area. Other worries arose from 
the fact that not every bank that 
commands a strong position in its 
national or regional sphere can call on 
the resources in capital and deposits, 
as well as the specialised management 
skills, that are required for operations 
on an international scale. 

good performance 

Some retrenchment has now taken 
place and those banks that remain 
active in the international market 
can, generally, point to an excep¬ 
tionally strong earnings performance 
on their international portfolios 
and to loan recovery records 
that are significantly better than 
those for domestic portfolios. I think 
that today we can look back at 
the uneasy period of 1974 and early 
1975 with a certain relief that the 
industry proved able, with the assis¬ 
tance of a number of steps taken by 
national authorities, to adjust to the 
strains. Growth of international bank¬ 
ing activity has resumed in 1975. In 
the variable rate market, growth has 
been at a distinctly slower pace than 
in the early seventies, but there has 
been a record volume of new issues 
in international bond markets. 

The question remains, however, 
whether the participation by the 
banking system in balance of payments 
financing has been excessive either in 
general or in specific instances. This 
concern is especially relevant because, 
in contrast to the traditional banking 


activities of trade and project financing, 
balance of payments loans inevitably 
involve judgments that go beyond 
strictly commercial considerations into 
the field of national financial and 
economic policies. 

enlargement of role 

Competitive enlargement of this role 
of private banks might well foster a 
climate of ali-too-easy borrowing by 
deficit countries, thus facilitating in¬ 
flationary financing and delaying the 
adoption of needed adjustment policies. 
From a world economic point of view, 
however, the abrupt increases in oil 
prices and consequent very large 
deficits of oil consuming countries in 
the last two years, brought an urgent 
general need for the temporary financing 
of these deficits. In this exceptional 
situation the banking system has 
certainly performed a very useful 
function overall, although lending may 
have been excessive in a few specific 
cases. 

The banks themsevles have, of course* 
a very direct concern in the increasing 
debt burden of a number of deficit 
countries and in their related ability 
to repay these loans. Certainly it is 
true that many of the non-oil develop¬ 
ing countries have recently come to 
rely especially heavily on private bank 
financing. Indeed, by far the largest 
share of publicised Euro-credit in 1975 
went to countries in this large and 
diverse group. According to our staff 
estimates, net extension of credit from 
private banks to these countries 
appoached SDR 12 billion, a sum consi¬ 
derably in excess of total borrowing by 
those countries from all sources in any 
prior year. However, because of the large 
increase in the value of world trade— 
partly as a consequence of inflation— 
there has been no significant increase 
in the debt service burden for develop¬ 
ing countries in general despite this 
heavy borrowing. For a group of the 
most important developing countries 
for which data are available the ratio 
of private and public debt service to 
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export receipts even shows some de¬ 
crease between 1972 and 1975. 

There are important differences 
between individual countries, however. 
In particular, for countries that have 
relied heavily on shorter-term borrow¬ 
ing in the past and already have a 
high debt service, the question 
arises as to how much further the 
indebtedness can be pushed before 
the mounting debt burden becomes 
hazardous. When situations of extreme 
difficulty have arisen in the past, 
they have been dealt with on a case- 
by-case basis by concerted action of 
the creditors and the debtor. Should 
such situations arise in the future, I 
believe they could again be satisfactori¬ 
ly resolved with the patience and 
cooperation of all concerned, including 
the banks. If they did arise, the latter 
would have to accept some share of 
responsibility for, in retrospect, there 
is little doubt that credits were some¬ 
times granted in a market climate that 
was not very conducive to the main¬ 
tenance of adequate standards. 

In general therefore, a very careful 
and balanced policy by the internatio¬ 
nal banks is needed. Lending for 
balance of payments purposes should 
not go so far that it would postpone 
necessary adjustments. On the other 
hand care must also be taken to 
avoid action that would shift an 
unduly rapid burden of adjustment 
onto those less developed countries 
which have been particularly hard hit 
by oil price increases or by the recent 
recession in industrial countries. 

crucial judgements 

From all this it can be seen that 
balance of payments financing must 
call for crucial yet difficult judgements 
on the appropriateness of financial and 
foreign exchange policies. These 
matters are at the center of the Fund's 
concern, and hence of the continuing 
dialogue in which the Fund engages 
with its members. 

I should, therefore, like to say a 
little more about the role the Fund 


has played in balance of payments 
financing and adjustment and will 
play in the future. In 1974 the Fund 
established a special facility to assist 
members with supplementary finance 
designed to meet the impact on their 
balance of payments of increases in 
the cost of petroleum and petroleum 
products. Up until the expiration of 
the facility last month, the Fund dis¬ 
bursed under it almost SDR 7 billion 
to 55 member countries. 

In addition, members have conti¬ 
nued to draw on the general resources 
of the Fund in support of financial 
programmes of balance of payments 
adjustment. Thus total drawings on 
the Fund in 1974 and 1975 averaged 
SDR 4.4 billion, compared to an 
average of somewhat less than SDR 
1.2 billion in the preceding two years; 
in the first quarter of this year, there 
were further drawings of SDR 2.7 
billion. As at the end of March 1976, 
total outstanding drawings by all 
Fund members rose to SDR 11.6 
billion. The highest peak reached 
previously was SDR 5.7 billion in June 
1968. 

fall in surplus 

As for the future, on present IMF 
projections of the current account 
positions of various groups of coun¬ 
tries, the surplus of the major oil 
exporting countries is expected to 
fall in 1976 only slightly from its 1975 
level. The industrialised countries 
will experience a decline from their 
1975 surplus as they resume economic 
growth in" the course of the year, 
while the deficit of the non-oil primary 
producing countries may decrease 
from the current estimate of $50 
billion in 1975 to the still very high 
figure of $43 billion. Within this 
combined total, the deficit of the non¬ 
oil developing countries is projected 
at about $31 billion as against $35 
billion in 1975. 

Part of the balance of payments 
difficulty of the primary producing 
countries is attributable to cyclical 


weekness in their export markets. As 
recovery of the world economy pro¬ 
ceeds and demand for their exports 
picks up, these difficulties should 
lessen. In the context of an attempt 
to assist those countries whose difficul¬ 
ties had arisen in large part from the 
world recession, the Fund at the end 
of last year, liberalised its special 
facility to compensate for temporary 
shortfalls in export earnings suffered 
by members due to circumstances 
largely beyond their control. In the 
short time since the revision of the 
facility, there have been 16 drawings 
on this facility for a total SDR 620 
million, and further substantial draw¬ 
ings are expected during the year. 

degree of adjustment 

The financing of balance of pay¬ 
ments deficits must generally be 
accompanied by the appropriate 
degree of adjustment in domestic 
economic policies. It is the task of 
the Fund through its regular formal 
consultations and through its conditions 
for stand-by arrangements and draw¬ 
ings to promote sound general finan¬ 
cial policies and to help create a 
climate that is conducive to steady 
development and the productive use 
of available external resources. The 
Fund can provide significant financial 
assistance in support of such 
policies. Because drawings on the 
Fund by most members in the past 
two years were made mainly under 
the special Oil Facility, the access to 
the regular resources of the Fund 
still remains largely unimpaired. More¬ 
over, in order to equip the Fund to 
respond adequately to tire financing 
netd of its members in current circum¬ 
stances, the access of members to the 
credit tranches has been increased by 
45 per cent until increases in quotas 
take effect after the amendment of 
the Articles. 

For the non-oil developing coun¬ 
tries, the aggregate use of the Fund’s 
resources in 1976 may be projected 
at something of the order of $3 
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billion. Taking into account the 
flows of aid and direct investment 
which could be of the order of $19 
billion, there would still remain a 
large financing gap. However, the 
gap could be smaller than last year 
and does not seem unbridgeable in 
the light of the experience of the 
recent past, if we may assume that 
recent discussions of “problem loans” 
will not lead to an unwarranted 
turning away from creditworthy 
potential borrowers, and that any 
difficult situations will be addressed on 
the basis of case-by-case assessments. 

fn conclusion. 1 should like to 
express my conviction that the Inter¬ 
national Monetary Fund and the 
international banking community have 
both been playing essential roles in 


meeting the unprecedented challenge 
of financing the very large payments 
imbalances of the recent past. These 
roles are different yet complementary, 
the relationship beetween them has 
always been implicit in the concept 
of the Fund as a “second line of 
reserves" for its members. 

The banks have been able to provide 
the huge amount of financing needed 
through their ability to transform liquid 
short-term deposits into medium-term 
loans that provide balance of payments 
financing. The Fund has supplement¬ 
ed this private financing in critical 
areas and helped to preserve the 
necessary climate for it by exercising 
its powers of surveillance and by its 
ability to make its resources available 
on policy conditions aimed at the 


restoration of* balance of payments 
equilibrium in the medium term, 
without recourse to trade or payments 
restrictions. These Auctions of the 
Fund as a regulatory and financial 
organisations have enabled it to perform 
a unique service for both its members 
and for all institutions making credit 
available to them. 

There are still serious problems, 
especially for many developing coun¬ 
tries, but we have been able to over¬ 
come successfully some of the wont 
dangers. I trust that with continued 
cooperation, both between govern¬ 
ments in the international institutions, 
and between the private and the pub¬ 
lic sectors, we will make further pro¬ 
gress in solving these problems and 
meeting new challenges. 


Japan : outlook for growth 


Japan experienced phenomenal rate of growth during the last 
two decades, but due to increase in oil prices and rampant 
inflation serious doubts have arisen whether this economic 
pattern can continue. 


In the last two decades, Japan has 
experienced a high rate of economic 
growth. However, with the emergence 
of environmental problems, the sharp 
increase in prices of overseas energy and 
raw materials, and the domestic inflation 
in 1972-7.1, widespread doubt and con¬ 
siderable debate have emerged on 
whether this economic pattern can 
continue. Questions arc also being 
raised as to the appropriate growth 
rate for the medium term. The govern¬ 
ment's medium-term economic plans 
will not be completed until later this 
year but the generally accepted view in 
Japan seems to be that the real growth 
rate should be reduced from an average 
of 10 per cent a year to between six and 
seven per cent. 

This article summarises the economic 
problems now envisaged in Japan for 


the medium term and ] attempts to 
explain why a slowdown in the rate of 
economic growth seems unavoidable. 
Since economic changes for the longer 
run are estimated by abstracting cyclical 
movements, some of the points raised 
may appear unrealistic in the context of 
the present cycle. 

The manufacturing sector has long 
been the expansionary force in the 
Japanese economy. Between 1958 and 
1973, the sector’s real gross domestic 
product (GDP) rose at an average 
annual rate of about 13 per cent, com¬ 
pared with a 10 per cent average for the 
economy as a whole, and its share in 
total GDP rose from 23 per cent in 
1957 to 35 per cent in 1973. This 
averge of 13 per cent in the growth of 
the manufacturing sector was achieved 
by average annual increases of nine per 


cent in labour productivity (GDP per 
worker) and of about four per cent in 
labour input. 

Large investment brought about this 
rapid increase in labour productivity, 
but recent changes have occurred which 
may limit investment. The important 
limitations on investment are: (I) 
limited water supply for industrial use; 
(2) shortage of new industrial sites, 
partly because of opposition to indus¬ 
trialisation of residential areas; and (3) 
issues relating to pollution and environ¬ 
ment. Establishment of new plants 
under these conditions, particularly when 
facilities are required for reducing or 
eliminating environmental problems, 
is inevitably subject to increased 
constraints. For some industries, the 
addition of new plant is no longer 
economically feasible, given the present 
level of technology. 

During the period 1958-73, employ¬ 
ment in Japan rose at about the same 
rate (1.4 per cent a year) as the labour 
force, except for cyclical changes, the 
unemployment rate at that time 
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from wqskers jbetyg absorbed fromotijer. 
sectoCT^partiqplarly, «piouIture. In tbe 
late UfSPf,. 9p4; early.,. J960s, sucb 
absorption wgs not particularly costly, 
sptqBv.A high level of “disguised” or 
“(tiptop” uscmjdoymeat existed to 
these other septors. Since the Ijate 19(50s, 
however, hidden unemployment has 
declined appreciably, and the manu¬ 
facturing industry has been faced with 
increasing pressures for higher wages, 
while its labour recruitment has 
decreased. 


As a result-of,the shift of workers to 
other sectors, agriculture’s share of 
employment (including forestry and 
fishing) declined from 45 per cent in 
1957 to 15 per cent in 1973. Compared 
with other industrial countries, where 
the average share is less than 10 per 
cent, however, Japan still has a 
relatively large working force in 
agriculture, partly owing to its fishing 
industry. A further shift of workers 
from agriculture is still possible but 
might require that manufacturers offer 
higher wages than in the past The 
relative decline in agricultural workers 
and the expected slowdown in the 
growth rate of the labour force, from 
1.4 per cent to less than one per cent 
a year in the medium term, could act 
as a constraint on the future expansion 
of the manufacturing industry, unless 
this decline is offset by large increases 
in productivity. 


stable supply 

The rapid growth in Japanese manu¬ 
facturing output has also depended on 
a stable and plentiful supply of raw 
materials and energy from abroad. 
Japan imports almost all of its indus¬ 
trial raw materials and is one of the 
largest imposters of many primary 
commodities. Furthermore, Japanese 
imports of many commodities have 
come; from only a few countries where 
Japan has been major buyer. In a 
buyer’s market, Japan bad cheap 
sources of raw materials and energy. 


W*#. dwgdppnpnts kworld 

marjkfti nmke it questfonkble whether 
dependeucq on relatively few countries 
for raw materials audfuel is a good 
pobcjt. 

The inflationary pressures, . if they 
prove to be of. long duration, 
the emergency pf physical limita¬ 
tions on investment, the possible 
decljne in available workers in the 
medium term, and the unfavourable 
supply conditions for raw materials and 
fuels in overseas marlcets will be 
constraints on a continuing high rate 
of expansion in the manufacturing 
sector. These changes have price 
implications as well. A rapid expansion 
in output would now cause both faster 
cost increases and more rapid inflation 
than before for given demand-supply 
conditions in the market. 

During the period 1958-69, prices of 
manufactures remained virtually uncha¬ 
nged in Japan because wage incrases 
kept close to productivity increases and 


price* of imported raw materials wen 
stable, while output per unit of import¬ 
ed raw material input improved. 
Between 1970 and 1973, however, prices 
of manufactures rose at an average 
annual rate of about five per cent (with 
most of increase taking place in 1973), 
mainly reflecting the fact that wages 
were increasing faster than productivity 
and that import prices wen rising 
at a more rapid rate. Thus the fast 
increase in prices of manufactures in 
the 1970s seems to have been related 
mainly to changes in the labour marlcet 
and supply of raw materials from the 
overseas markets. Price performance 
in 1970-73 may be indicative of futun 
price rises if the rapid expansion 
continues and if the basic changes in 
the labour market and in imports of raw 
materials are correctly assessed. 

The movements in prices of manu¬ 
factures—from stability in the 1960s 
to a fast rise in 1970-73—explain 
similar movements in Japan’s wholesale 


Table I 


How Japan’s Economy has Grown Since 1956 
and Projections to 1980 

(Average Annual Percentage Changes) 



Period* 

Planned 

GNP 

Actual 

GNP 

Five-year plan for economic independence 

1956-60 

5.0 

9.1 

New long-team economic plan 

1958-62 

6.5 

10.1 

Income doubling plan 

1961-70 

7.2 

10.9 

Medium-term economic plan 

1964-68 

8.1 

10.8 

Economic and social development plan 

1967-71 

8.2 

10.9 

New economic and social development plan 

1970-75 

10.6 

6.52** 

Basic economic and social plan 

1973-77 

9.4 

2.73f 

Institution making Projection 

Real 

Government 

Private 

projections period* 

GNP 

investment 

equipment 

investment 

Economic Council 1975-80 

5.4-6.S 

i , , 

_ 

Council for Industrial Structure 1973-80 

4.9 

6.4 

1.0 

Japan Economic Research Center 1976-79 

6.3 

8.5 

5.3 

National Economic Institute 1975-80 

8.1 

7.6 

8.2 

Nomra Institute 1975-80 

6.6 

9.2 

5.9 

Nikko Research Center 1976-80 

6.5 

5.3 

7.1 


’Fiscal year. *’Actual for 1970-74. j*Actuai for 1973 and 1974. 
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and export prices, both of which are 
largely based on prices of manufac¬ 
tures, In turn, the relative stability 
of export prices in the 1960s explains 
the strong competitiveness of Japanese 
exports of manufactures in that decade, 
a factor which eventually became im* 
portant in the appreciation of the 
exchange rate in the early 1970s. But 
with the changes in the basic conditions 
supporting the stability of prices of 
manufactures, an excessively rapid ex¬ 
pansion could jeopardise export competi¬ 
tiveness—and hence the balance of pay¬ 
ments—unless the effects of such an ex¬ 
pansion are offset by other development. 

shift of workers 

The shift of workers to the manu¬ 
facturing sector in the past resulted 
from the higher productivity—and hence 
higher wages (or earlier wage in¬ 
creases)—in this sector over other 
sectors, since manufacturing wages 
rose in line with, or faster than, 
productivity increases. Although the 
labour productivity of other sectors 
also rose, due partly to the elimination 
of hidden unemployment, particularly 
in earlier years, and partly to inveet- 
ment in those sectors, the increase was 
not as large as that of the manufac¬ 
turing sector. On the other hand 
wages in non-manufacturing sectors 
rose, although with considerable lags, 
along with the wages in the manu¬ 
facturing sector. Given the differentials 
in the rates of increase in labour pro¬ 
ductivity, this implied a faster increase 
in agricultural and service prices than 
in prices of manufactures, or a faster 
increase in consumer prices (consisting 
largely of agricultural and service 
prices) relative to wholesale prices 
(mostly prices of manufactures), 

To some extent, the faster increase 
in consumer prices relative to whole¬ 
sale prices was thus a result ot the 
more rapid expansion in the manufac¬ 
turing sector than in the other sectors 
or, more generally, the high rate of 
economic growth. With the tightening 
of labour conditions in the agricultural 
and service sectors (elimination of 
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bidden unemployment or underutilised 
workers), the time lags between wage 
increases in the manufacturing sector 
and the non-manufacturing sector are 
likely to be shorter or wage differen¬ 
tials at a specific point in time are 
likely to be narrower. 

The above analysis indicate the 
benefits of : (I) a slowdown in manu¬ 
facturing investment and output or 
changes in the pattern of manufacturing 
growth to emphasise the saving of 
labour and raw material, and above all, 
to one less harmful to the environment; 
and (2) faster growth in investment 
and output in non-manufacturing 
sectors, particularly service sectors, 
including the government. The real 
location of investment within the 
manufacturing sector and from manu¬ 
facturing to non-manufacturing sectors 
would generally lower the marginal 
ratio of output to investment and thus 
lower the growth rate for a given 
amount of investment. 


A dower growth rate wodd help 
alleviate possible pressures on prices 
from the labour and raw material 
markets, but it would also be asso¬ 
ciated with a lower growth rate of 
labour productivity. It is widely con¬ 
sidered in Japan that achievement of a 
relatively stable price performance 
would depend greatly on a reduction 
of real growth rate from the past 
average of 10 per cent. 

The type of economic growth now 
envisaged in Japan also involves chan¬ 
ges in allocation of domestic resources, 
as well as in international divisions of 
labour. Reformulation of government 
polices concerning mobilisation of 
resources, including a tax policy, and 
changes in the pattern of international 
trade are anticipated. Some additional 
measures to deal with the transition 
from a rapidly growing economy to a 
more stable one are also considered 
necessary. 

Conrtesy: IMF Survey 


Table II 


Japan's Imports of Selected Commodities 


Commodity 

Share of 
imports in 
total domestic 
supply (1973) 

Japan's share 
in OECD 
imports 

Imported 

from 

Share of 
exporting 
country in 
Japan's 
imports 
(1973) 

Share of 
Japan in 
exporting 
country’s 
exports 

1965 

1972 

Oil 

99.7 

16.5 

19.6 

Iraq 

35.9 

36.7* 





Saudi Arabia 19.3 

16.0* 





Indonesia 

15.1 

66.2 1 

Coal 

71.7 

18.7 

39.6 

Australia 

43.5 

85.8* 





United States 28.9 

3I.0 1 





Canada 

18.2 

92.0 1 

Iron ore 

99.5 

20.7 

40.4 

Australia 

47.7 

86.7 





India 

14.2 

86.6* 





Brazil 

9.5 

30.6* 

Copper 

90.2 

67.3 

74.6 

Canada 

39.7 

74.7* 





Philippines 

26.7 

82.4* 





Papua-New 







Guinea 

12.8 

57.1 

Bauxite 

100.0 

8.3 

19.2 

Australia 

61.6 

55.2* 





Indonesia 

20.3 

100.0* 





Malaysia 

16.5 

84.8 


1. Qased on 1972 data. 2. Based oq 1971 data. 
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Food Output at 116 m. 
Tonnts 

The Agriculture minister, 
Mr Jagjivan Ram, announc¬ 
ed on May 6 in the Lok 
Sabha that even very conser¬ 
vative estimates put food 
production this year at 116 
million tonnes. Mr Jagji¬ 
van Ram said rice produc¬ 
tion had touched the record 
figure of 48 million tonnes 
this year—four million tonnes 
more than last year's pro¬ 
duction. This clearly show¬ 
ed that the green revolution 
had come in rice as well. 
Mr Jagjivan Ram said ade¬ 
quate arrangements had 
been made to store the 
available grains. Even air¬ 
port hangars and private 
buildings had been requisi¬ 
tioned to store the procured 
grains. He said 10 million 
tonnes of foodgrains would 
be kept as a buffer stock. 
Food imports 
The minister defended 
the continuation of food 
imports this year under PL 
480 as a deliberate decision 
to help build a stock of 
14 million tonnes as quickly 
as possible. He made it 
clear that any grains ooming 
under PL 480 were not a 
gift The American govern¬ 
ment paid for the purchases 
made in the market and 
that was treated as a loan. 
The only accommodation 
was that India would be 


paying the loan in instal¬ 
ments spread over nearly 
30 years at an attractive 
rate interest. 

Fertiliser Production 
by 1979 

Fertiliser production is 
expected to reach three 
million tonnes of nitrogen 
and 900,000 tonnes of phos- 
phatic fertiliser annually by 
the fifth Plan end. Accord¬ 
ing to the annual report of 
the ministry of Chemicals 
and Fertilisers placed in 
Parliament on May 6, ferti¬ 
liser production in 1975-76 
was 1.535 million tonnes of 
nitrogen and 320,000 tonnes 
of phophates. A large-scale 
programme of expansion of 
the industry to raise nitrogen 
capacity to about live million 
tonnes and phosphates to 
1.3 million tonnes is now 
being implemented. At the 
beginning of 1975-76, 19 
fertiliser units with a 
total capacity qf 2.2 
million tonnes of nitrogen 
and 690,000 tonnes of 
phosphates . were in opera¬ 
tion. With the commi¬ 
ssioning of the private 
sector Tuticorin plant in 
June 1975, the total installed 
capacity had increased to 
25,80,000 tonnes, making a 
total of 2.45 million tonnes 
of nitrogen. The plant is 
the biggest so far commis¬ 
sioned within the country. 


In addition, the expansion of 
the public sector Gorakh¬ 
pur plant raising its capa¬ 
city from 80,000 tonnes to 
131,000 tonnes was completed 
during the year. Production 
from Gorakhpur expansion, 
which increased the total ni¬ 
trogen capacity in the country 
to 2.509 million tonnes, com¬ 
menced from December 
27,1975. According to the 
report, efforts are now under 
way to commission three 
more large plants, two in 
the public sector and the 
third in the private sector. 
The commissioning opera¬ 
tion for the two public sec¬ 
tor plants at Namrup and 
Barauni each with an annual 
capacity of 1,52,000 tonnes 
of nitrogen is proceeding 
satisfactorily. 

Punjab Topi in Per 
Capita Expenditure 

Punjab has claimed hig¬ 
hest per capita expenditure 
on the implementation of 
the 20-point socio-economic 
programme, according to 
the Finance minister, 
Mr Hansraj Sharma. In 
1976-77 the state Would be 
spending Rs 92.43 par head. 
Mr Sharma, in a statement, 
said Rs 125.23 crores had 
been earmarked for various 
programmes of economic 
and social upliftment in the 
state. Last year, the state 
had spent Rs 100.93 crores 
on this head. A sum of 
Rs 120.31 crores was to be 
utilised under planned 
schemes and the rest of the 
amount under non-Plan head. 
Mr Sharma said the work 
pertaining procurement and 
distribution of essential com¬ 
modities and functioning of 
consumer co-operatives 


would be strengthened at a 
cost of Rs 2.10 crores. 

AP Guts World Bank 
Loan 

The World Bank announc¬ 
ed on May 4 the approval 
of a “Third Window” loan 
of 8145 million to assist in 
financing the development 
of irrigation works and com¬ 
mand areas of major irriga¬ 
tion systems in Andhra Pra¬ 
desh. The $297 million 
composite project will help 
complete the construction 
of the irrigation and drain¬ 
age works of the Nagar- 
junasagar project, and pro¬ 
vide the first stage, covering 
three years of development 
on 72,000 hectares in the 
command areas of four irri¬ 
gation systems in Andhra 
Pradesh. The project is the 
first step in a programme 
that will ultimately cover an 
area of over one million 
acres. 

Reliable irrigation will 
be provided to 100,000 
farms. Over a million peo¬ 
ple will get additional em¬ 
ployment and wages. Net 
farm incomes, at present 
around $144 per hectare 
per year on unirrigated land 
will double through the pro¬ 
vision of irrigation and qua¬ 
druple due to command area 
development and improved 
extension services. 

The project is scheduled 
to be completed in 1982. 
The “Third Window” loan 
is for 25 years including 7 
years of grace. It will carry 
interest at 4£ per cent per 
annum. An additional 4 
per cent will be paid to the 
bank by the interest sub¬ 
sidy fund, representing the 
difference between the banks 
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employeCwhC does qpt sift* 
seme 4o any pebvidfint 
fund, the amount deducted 
from' July 1976 onwards 
witysbe repaid to him in emit 
in%ve equal annual Instai- 
ments. 

ll6ASt on Notional 


coat 

Ind^jt could liope Wr a lar¬ 
ger dudO^dC'this Additional 

■ ; t«4' | 

Container Fa^ue 

The NCAER file'.filso 
pressed the view that fit 
consumer industries such^ 
air'^conditioners, refl*^" 
tors andi motor*cars, tfie re- 
cessionwhich hasleHowed 


standard interest rate and 
the charge to India. 

No Ctanga in Crodit 
Policy 

The overall policy of cre¬ 
dit restraint and discipline 
will continue for the slack 
season—from May to Octo¬ 
ber. This was announced re¬ 
cently by Mr K.R. Puri, 
RBI Governor, at a meeting 
he had with the chief execu¬ 
tive, of banks. Commercial 
banks will continue to have 
RBI’s support through re¬ 
finance and rediscount assis¬ 
tance for being able to meet 
genuine credit requirements 
for public food procurement 
exports and other essential 
needs of production. There 
will be no change in the 
rate of interest and other 
terms and conditions of re¬ 
finance and rediscount ac 
commodation. Banks hence¬ 
forth will have to prepare a 
quarterly credit budget in 
line with the framework 
RBI has evolved for improv¬ 
ing credit planning exercise. 

Working Group 

Mr Puri announced that a 
working group would be 
set up by RBI to examine 
the role of the banking sys¬ 
tem in providing finance for 
housing schemes. RBI has 
accepted the recommenda¬ 
tions of the committee on 
penal rates and service char¬ 
ges and appropriate guide¬ 
lines in this regard are to be 
issued soon. The RBI Gov¬ 
ernor noted that, of late, 
there has been some increase 
in prices with the wholesale 
prices index in mid-April 
rising 2.5 per cent after a 
continuous decline from 
330.6 to 282.4 between 
September 1974 and March 
20, 1976. Credit operations 


of banks, thetfcfbre, hid to 
be so conducted as to relate 
additional availability of 
bank credit to hctual increa¬ 
ses in real output and sales. 
Mr Puri projected an in¬ 
crease of about eight per 
cent in industrial produc¬ 
tion. The public food pro¬ 
curement credit which had 
already touched Rs 1,600 
crores reflecting record pro¬ 
curement of good grains 
this year, may have to be 
Airther raised to facilititate 
procurement of rabi wheat. 

Impounding Dearness 
Allowance 

The Finance minister, 
Mr C. Subramaniam, on 
May 4, introduced in the 
Lok Sabha, a Bill to extend 
by a year the period over 
which half the increases in 
dearness allowance would 
be impounded. The. Bill 
seeks to amend the Addi¬ 
tional Emoluments (com¬ 
pulsory deposit) Act, which 
ceases to exist on July 6 
next. 

In the statement of ob¬ 
jects and reasons for the 
Bill, Mr Subramaniam said 
the deductions made from 
July 1976 would be repaid 
in five equal annual instal¬ 
ments by crediting each such 
instalment to the provident 
fund account of the em¬ 
ployee. Interest will be paid 
on the amounts so deduct¬ 
ed at the same rate, that is 
2.5 per cent above the maxi¬ 
mum bank deposit rates, as 
for the amounts deducted 
up to June 1976, so long as 
such amounts remain in the 
deposit account. 

For die amounts credited 
to the provident fund, the 
employer will not be requir¬ 
ed to pay any matching con- 


Economy 

The National Council of 
Applied Economic Research 
has expressed the optimism 
that the trade gap in 1976- 
77 will be smaller and that 
the country is likdy to ac¬ 
cumulate further foreign 
exchange reserves. This, 
the Council says in its re¬ 
view of the economy for 
the first quarter of 1976, 
should give the government 
ample freedom to import 
machinery, equipment and 
raw materials for boosting 
production for the domestic 
market as welt as for ex¬ 
ports. 

Referring to industrial 
growth, the Council says the 
industrial peace, decline in 
the price of wage goods and 
lowering of licensing and 
permits barriers, together 
with the concession given ' in 
the 1976-77 central budget, 
“have prepared the soil on 
which industry has to sow”. 
It has to make use of the 
inoentives which have been 
provided to get the best 
measure of growth. “If it 
does not, it will be inviting 
the return of inflation. 

Referring to the outlook 
for exports and achieving 
the export target of Rs 3,800 
crores for 1976-77, the 
Council is of the view that 
with the world recession 
slowly lifting and an expect¬ 
ed increase in the world 


two bad monsoons,-;Wni 
phenomenon that repeats a 
pattern of the past, but there 
was perhaps a new feature 
on this occasion that need¬ 
ed to be noted by industry 
especially consumer indus¬ 
tries. Ever since 1940, for 
35 years, prices had been 
rising consistently, but in 
many cases, quality had been 
falling. The consumer, ac¬ 
cording to NCAER, had 
therefore, paid more and re¬ 
ceived less. When he had at 
least a right to receive more 
by way of innovation. There 
had therefore set in a pheno¬ 
menon of “Consumer fati¬ 
gue” out of which he could 
be coaxed by au addition in 
real income, improvement 
in quality and innovation. 
Marketing and after sales 
service as well as packaging 
needed considerable impro¬ 
vement to attract the atten¬ 
tion of the consumer. 

Coal Production and 
Export 

Nearly one and a half 
million tonnes of coal would 
be exported this year against 
450,000 tonnes last year. The 
minister for Energy, Mr K.C. 
Pant, said in the Lok Sabha 
recently that it was expect¬ 
ed that five million tonnes 
would be exported by 1978- 
79. He said coal production 
would be considerably step¬ 
ped up this year.His minis- 
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try was taking steps to achi- 
eve a target of 108 million 
tonnes in 1976*77. Mr Pant 
said exports were necessary 
to assure that the momen¬ 
tum of increased production 
was kept up. He said coal 
production had increased 
rapidly last year. India 
had surpassed West Ger¬ 
many and ranked fifth 
in coal production. Mr Pant 
said an expert committee, 
set up to work out the 
economics of converting 
coal into crude oil was ex¬ 
pected to submit its report 
by the end of June. 

Hath! Panel 
Suggestions 

The government has deci¬ 
ded to give licences and pre¬ 
ferential treatment for the 


manufacture of formulations 
to those Indian companies 
in whose case the ratio of 
bulk drug to formulations 
is within 1:10. Yet another 
condition is that such com¬ 
panies in the Indian sector 
of the drug industry will 
have to have their manufac¬ 
turing activities on indige¬ 
nous and imported bulk 
drugs in the ratio of 2:1. 
This was a recommendation 
of the Hathi Committee 
which has been accepted by 
the government. However, 
a final decision on the Hathi 
Committre report as a whole 
has yet to be taken. 

With regard to the accept¬ 
ed recommendation, the con¬ 
dition will enable the govern¬ 
ment to discriminate between 
Indian parties only, without 


giving any special benefit to 
foreign companies. The gov¬ 
ernment has so far approved 
the grant of letters of intent 
and industrial licences to 
16 proposals in line with the 
recommendations of the 
Hathi committee. Over a 
period of one year, up to 
the end of April, the gov¬ 
ernment had received 36 pro¬ 
posals from the Indian 
companies for the manufac¬ 
ture of drug formulations. 

UN-Aided Scheme 
for ESI Workers 

A fifth of the 18 million 
beneficiaries of the Emplo¬ 
yees State Insurance Scheme 
(ESIS) in the country are 
to be covered by family 
welfare planning services 
through a UN-aided project 


just under way. The three- 
year project in collaboration 
with the International Lab¬ 
our Organisation (ILO) has 
financial assistance from the 
UN food for Population 
Activities (UNFPA) to the 
extent of $737,150. This will 
help augment the ESIS cor¬ 
poration medical benefit 
scheme for education, moti¬ 
vation and provision of ser¬ 
vices for family planning. 
In spite of changes in the 
concept to medicare, family 
planning services have not 
yet been integrated into the 
ESI Scheme. As industrial 
workers can be easily and 
effectively approached, con¬ 
tacted and motivated 
through the extensive net¬ 
work of ESIS dispensaries 
and hospitals, the project 


What Traveller's Cheque is safe, 
widely accepted and backed by a 
Bank that's better known in many 
parts of the world than any other? 



Answer: 

Grindlays Bank 
Travellers' Cheques. 

The Grindlays Bank 
Group has over 230 
branches and offices in 
35 countries of the 
world, and is associated 
with Citibank, New York 
and Lloyds Bank, 
London. 

And where can you 
get Grindlays Bank 
Travellers' Cheques ? 
Look for the sign of 
the Elephant 


You can get Grindlays Bank Travellers' Cheques from all the 
principal branches of Grindlays Bank and also from branches 
of Citibank. 


Principal grindlays bank branches 


AMRITSAR: Gandhi Batat. Post Ban 3. Amilisai 143 001 •BANGALORE: 
Mission Road, Post Bos 6147 Bangalore 660 03? • ROMBAV: 90 Mahatma 
Gandhi Road. Post Bos 141. Bombay 400033 •CALCUTTA: 19. Netajl 
Subhas Road. Post Bos 218. Calcutta 700 001 • COCHIN : Bristow Road. 
Post Bos SGI. Cochin 682 003 • DARJEELING: 43 laden La Road. 
Darjeeling 731101 •6AUHATI. Fancy Barer. Post Bos 114. Gauhati 781 001 

• HYDERABAD: 6 9 236 Mahatma Gandhi Road. Post Bos 117. 
Hyderabad 600 001 • KANPUR. 16 Mahauna Gandhi Road. Post Bos 26. 
Kanpot 708 001 • MAORAS: 378 NSCB Road. Post Bos 1359, 
Madras 600 001 *NEW DELHI/DELHI: 10 Parliament Street. Post Bos 5. 
Now Oelhi 110001 * SIMLA. The Mall. Post Bos 7 Simla 171001 

• SRINAGAR Residency Road. Stinagat 190 001 • TUTICOR1N: 
44 Beach Road. luticotln 628 001 
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envisages family welfare 
planning centres attached 
to ESI dispensaries. 

World Interest Rates 

International Finance , a 
publication of Chase Man¬ 


hattan Bank group has 
brought out' world interest 
rates as on April 28, 1976. 
There are wide variations in 
Central Bank discount rates 
ranging from 12.00 (penalty 
rate 15.00 per cent) in Italy 


to as low as 2.5 per cent 
in Switzerland. Bank sight 
deposit rates carry 1.00-3.00 
(large deposits) in the Ne¬ 
therlands and 1.00 per cent 
in Switzerland to nil in the 
USA and Canada. In our 


country also bank sight 
deposits (current accounts) 
do not carry any interest. 
On the contrary the banks 
charge a service charge 
irrespective of whether there 
is a service rendered or not. 


World Interest Rates 

(Rates as of April28,1976 ; bond yields as of April 23,1976 ) 


In percent per annum 

US 

Canada 

Britain 

Belgium 

France 

Germany Italy 

Nether¬ 

lands 

Switzer¬ 

land 

Japan 

Central Bank 

Discount Rate 

5.50 

9.50 

10.50 

7.00 

8.00 

3.50 

12.00 

penatly 

rate 

15.00 

4.00 

2.50 

6.50 

Day-to-Day-Money 

5.00 

April 

29 

9.25 

9.8125 

6.30 

7.5625 

1.30 

n.a. 

1.00 

0.75 

6.625 

Treasury Bills 

91-day, Middle Rates 

4.82 

8.98 

9.875 

9.25 

120-day 

n.a.: 

n.a. 

n.a. 

no dealing no market 5.625 

2 

month 

Commercial Paper 

5.125 

9.815 

9.60 

6.90 

7.875 

no 

no 

no 

no 

not 

prime, 3-month, asked 

finance 

paper 

finance 
paper 
15% tax 
w/h 

H.P. on 
discount 
basis 

Certified 

no 

market 

market 

market 

market 

market 

traded 

Bankers’ Acceptances 
3-month, asked 

5.15 

9.60 
15% tax 
w/h 

10.00 

9.10 
Certified 

not 

traded 

5.15 

no 

market 

no 

market 

4.50 

not 

traded 

no 

market 

Government Bonds 
long-term, new and old 
issues, average yield 

6.73 

9.85 

13.35 

9.59 
20% tax 
w/h 

9.01 

7.78 

10.92 

7.36 

5.19 

8.57 

Industrial Bonds 

prime, long-term, new 
and old issues, ave- 

8.76 
Ah In¬ 
dustrials 

10.40 

14.94 

11.66 
20% tax 
w/h 

10.72 

7.86 

10.28 

8.34 

5.98 

7.32 

rage yield 

Bank Short-Term Rate 

6.75 

10.25 

10.50 

11.25 

10.30 

7.25 

18.25 

6.00 

6.75 

6.75 

to BestBorrowers 
(prime rate) 

Bank Sight Deposits 

Zero 

Zero 

Zero 

0.50 

Zero 

0.50 

n.a. 

1.00-3.00 
large de¬ 
posits 

1.00 

residents 

only 

Zero 

Bink Tims Deposits 
3-month 

5.03 
Cert, of 
Dep. 

9.75 
Cert, of 
Dep. 

10.0625 
Cert, of 
Dep. 

11.05 

7.9375 

3.35 

n.a. 

3.50 
large de¬ 
posits 

1.00 

residents 

only 

4.50 
15% 
tax w/h 

Exchange Rates— 

- 

1.0180 

1.8315 

0.25725 

.2143 

.3940 

.001120 

.3715 

.3965 

.003341 

tnUSS 

rates floating against 











the £ 

Forward Exchange Cover 

4.25D 

5.50D 

6.375D 

6.00D 

2.125P 

24.625D 

2.OOP 

4. OOP 

• 25D 


3-month, in percent p.a. 
D=discount, P=pre- 
mi um 
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Reproduced on opposite page 
is die table of world interest 
rates given by International 
Finance. 

EEC Market for 
Indian Goods 

The markets of the Euro¬ 
pean Economic Community, 
comprising nine countries 
with a population of about 
257 million, are ready to 
to receive, on a large scale, 
Indian products ranging 
from light engineering goods 
to cattlefeed. The Director 
General, “external relations” 
of Commission of the Euro¬ 
pean Communities, Mr M. 
Drury, said that he was 
quite aware of India's po¬ 
tentialities in the manufac¬ 
ture of engineering goods. 
It was a question of making 
the European market interest 
cd. India’s exports last 
year to EEC countries were 
about Rs 7 million and im¬ 
ports from them totalled 
nearly Rs 7.5 billion. This 
accounted for 24 per cent 
of India’s total exports to 
the region. In spile of this 
apparently large volume of 
trade with the nine countries 
in EEC, India’s share was 
less than one per cent of the 
Community’s global import. 
Mr Drury said, in the case 
of diesel engines European 
manufacturers might use 
the Indian engines as compo¬ 
nents of larger units. The 
interest in the cattlefeed in 
EEC countries is so great 
that a broad-based team 
may visit India early next 
year to explore possibilities 
of lifting its major ingredi¬ 
ents, he said. 

Growth in Tourist 
Traffic 

India registered a 10 per 
cent growth in tourist arri¬ 


vals in 1975. A record num¬ 
ber of4,65,275 tourists visit¬ 
ed India in 1975 compared 
to 4,23,161 in 1974. India’s 
gross foreign exchange ear- 
ings from tourism in 1975 
were estimated at Rs 104 
crores. The Department of 
Tourism took advantage 
of the celebration of 1975 
as South-Asia tourism year 
to focus attention on India’s 
tourist attractions overseas 
and to create toursim con- 
ciousness within India. 
Among the important pro¬ 
motional measures under¬ 
taken during the year were 
the introduction of ‘Disco¬ 
ver India’ and‘Travel as you 
like’ tickets by the Indian 
Airlines and Indian Rail¬ 
ways respectively. Foreign 
tourists were allowed entry 
into India without visa for 
28 days on multi-entry basis. 

In the held of hotel deve¬ 
lopment fairly good progress 
was recorded. By the close 
of 1975-76 India had 15,000 
hotel rooms approved by the 
Department of Tourism 
against 14,000 in 1975. 
Fourteen youth hostels and 
eight tourist bungalows had 
also been completed. The 
emphasis in the fifth Plan 
will continue to be on build¬ 
ing up the tourist infra¬ 
structure development of 
selected areas. The entire 
effort in implementing the 
plan schemes was directed 
to meet the demands of one 
million tourists expected to 
visit India by 1980. 

Names in the News 

Bhai Mohan Singh, 
Managing Director, Ranbaxy 
Laboratories Ltd, has been 
elected chairman of the 
All India Manufacturers 
Organisation. Bhai Mohan 


Singh has varied interests 
ranging from pharmaceuti¬ 
cals to manufacturing and 
marketing of cosmetics, food 
products, advertising, printing 
etc.He is chairman and di¬ 
rector of a number of compa 
nies some of which are Jagat- 
jit Industries Ltd, Hamira 
(Punjab), Bhai Traders 



Bhai Mohan Singh 


and Financiers Pvt Ltd, 
New Delhi, Sahib Singh 
Manufacturing Co. Pvt. 
Ltd, Bombay, Guptalon 
Ltd, Hyderabad, Triochem 
Products Pvt. Ltd, Bombay, 
and Universal Glass Ltd, 
New Delhi. 

Mr Bans! Dhar who has 
been elected chairman of 
the Vanaspati Manufac¬ 
turers’ Association of India 
for 1976-77 is a director on 
the Board of the Delhi 
Cloth and General Mills 
Co. Ltd and chairman of 
Hindustan Vacuum Glass 
Ltd. He has been the 
president of a number of 
industrial associations, such 
as the Indian Sugar Mills 
Association, the Delhi 
Factory Owners Fedeation, 
the Suger Technologists 
Association of India and 


the Delhi Management As¬ 
sociation. 



Bans! Dhar 


Mr Dilip Sen, Manager, 
Calcutta Branch of Clarion- 
McCann Advertising Ser¬ 
vices Ltd., has been appoint¬ 
ed Regional Director, 
Calcutta and Delhi from 



Dilip Sen 


April, 1976. Mr. Sen joined 
the agency in 1967 as a 
Senior Account Executive 
and was given charge of 
Calcutta operations in 1972. 
A widely travelled man, he 
has participated in a num¬ 
ber of professional courses 
and conferences in India 
and abroad, the last or\p 
being a re-orientation pro¬ 
gramme at the Interpublic 
Headquarters in New York. 
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COMPANY 

AFFAIRS 


Mahlndra Ugine 
Steel 

The board of directors of 
Mahindra l/gine Steel Com¬ 
pany Limited lias recom¬ 
mended dividend of 14 per 
cent (subject to deduction of 
tax at source) for the year 
1975. Sales (excluding other 
incem,') for the year 
amounted to Rs 1,376.05 
lakhs as against Rs 1,442.89 
lakhs during the preceding 
year. The output of finished 
alloy steel in the plant 
declined by about 3,700 
tonnes as the operations 
of the plant were affected 
by power cuts in the state 
of Maharashtra. 

Less Profit 

The profit for the year, 
before taxation, amounted 
to Rs 223.42 lakhs as against 
Rs 322.08 lakhs last year 
after providing Rs 65.22 
lakhs for depreciation as 
against Rs 60.96 lakhs in 
1974. Provision for taxation 
for the year amounted to 
Rs 126.50 lakhs as com¬ 
pared to Rs 192.00 lakhs in 
1974 leaving a net profit of 
Rs 96.92 lakhs as against 
Rs 121.23 lakhs last year. 

After providing for prior 
years’ adjustments, the total 
amount available for appro¬ 
priation works out to 
Rs 97.91 lakhs. Proposed 


dividend payments of 14 per 
cent on the expanded equity 
capital of Rs 377.50 lakhs 
and 9.3 per cent on cumula¬ 
tive redeemable preference 
shares will absorb Rs 57.49 
lakhs. The directors have 
decided to transfer Rs 4.89 
lakhs to a special reserve. 
The balance of Rs 35.52 
lakhs remains to the credit 
of profit and loss account. 

The merger scheme with 
the Bank of Baroda Limit¬ 
ed became effective on 
September 22, 1975. In¬ 
terests on convertible and 
non-convertible debentures 
payable to the shareholders 
of the Bank of Baroda 
Limited from July 1974 to 
December 31, 1975 have 

already been paid. 

Additional Facilities 

Construction work for 
creation of additional faci¬ 
lities to increase the capacity 
of the plant from 24,000 
tonnes to 60,000 tonnes of 
finished alloy steel per 
annum is proceeding at a 
fast pace and the expanded 
facilities will go on stream 
by the end of 1977. 

The company has execut¬ 
ed investment agreements 
wiih IFCW and ICICI for 
sS 9.5 million and $ 3 million 
respectively. Security for 
the above loans has also 


been created and the com" 
pany is expecting disburse¬ 
ments against these invest¬ 
ment agreements shortly. 

R & D Achievement 

Conspicuous success has 
been achieved in the field of 
Research and Development 
inasmuch as a breakthrough 
was achieved in establishing 
production of aircraft qual¬ 
ity steel used for manufac¬ 
ture of components required 
for under-carriages of 
supersonic aircrafts. Pro¬ 
gress made in earlier years 
for developing sophisticated 
grades of alloy steel such 
as torsion bars for tanks, 
stainless steel for critical 
applications, valve steel for 
engine, boron and creep 
resisting grades of steel 
etc. was consolidated fur¬ 
ther. 

During first four months 
of the current year, the 
company has achieved a 
sales turnover of Rs 536 
lakhs as against Rs 427 lakhs 
during the corresponding 
period of the preceding year. 
The company hope& to 
achieve significant increase 
in its output of finished 
steel and turnover during 
the current year by aug¬ 
menting its integrated 
capacity through conversion 
of bought out blooms and 


ingots into finished pro¬ 
ducts. 

ITC 

With effect from April 1, 
1975 the assets of the 
Indian Branch of Indian 
Leaf Tobacco Development 
Co Ltd, incorporated in 
the Isle of Man has been 
purchased by ITC Limited 
of 37, Chowringhee, Calcutta. 
Indian Leaf Tobacco Deve¬ 
lopment Co Ltd is a 100 
per cent UK company and 
its only busines is the 
business which it carries 
on in India. The company 
started operation in India 
to develop ‘Virginia’ tobacco 
(which was previously 
imported) for local con¬ 
sumption. During the last 
four decades it has moved 
from import substitution to 
making India one of the 
leading exporters of tobacco. 
For the year ended March 
31,1975 the total sales of 
ILTD was Rs 42 crores, of 
which export sales com¬ 
prised approximately Rs 24 
crores. 

Paid-up Capital 

ITC Limited has a paidup 
share capital of Rs 18.95 
crores and reserves of 
Rs 22,65 crores. Forty per 
cent of the share capital is 
presently held by the Indian 
public, the balance being 
held by three non-resident 
shareholders. It is planned 
to increase the Indian par¬ 
ticipation to 60 per cent 
within the next two years. 
For the year ended March 
31,1975 the sales of ITC was 
Rs 324 crores and profit 
before tax was Rs 7.8 crores. 

Because of the synergy of 
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activities of 1TC and ILTD, 
the arrangement will help 
in improving the viability of 
operations of, both units 
which should be reflected in 
the dividends and share 
price of TC*C Limited. 

Indian Bank 

It is a matter of gratifica¬ 
tion that the breakthrough 
made by the Indian Bank in 
the year 1971 in resources 
mobilisation has been well 
kept up, and the bank’s 
total deposits in India (ex¬ 
cluding inter-bank) smartly 
rose by Rs 82.37 crorcs dur¬ 
ing 1975 from Rs 266.97 
crores at the end of 1974 to 
Rs 349.34 crores at the end 
of 1975, a rise of 30.85 per 
cent. Including inter-bank, 
deposits in India rose from 
Rs 270.66 crores to 
Rs 353.76 crores. Including 
overseas branches, the 
bank’s deposits rose from 
Rs 279.46 crores to 
Rs 362.85 crores at the end 
of 1975. The average deposit 
per branch in India includ¬ 
ing inter-bank rose from 
Rs 54.35 lakhs at the end of 
1974 to Rs 61,20 lakhs at 
the end of 1975. 

The bank extended its 
branch network in 1975 to 
Madhya Pradesh, Himachal 
Pradesh and Meghalaya. 
With this the bank has 
branches in all the states 
and union territories in 
India except the states of 
Manipur, Nagaland, Tri¬ 
pura and Jammu and 
Kashmir, and the' union 
territories of Arunachal 
Pradesh, Mizoram, Anda¬ 
man and Nicobar Islands, 
Dadra and Nagar Haveli 
and Lakshadweep. As at the 
end of 1975 the bank had 


578 branches in India spread 
over the 17 states and 4 
union territories. 146 bran¬ 
ches were in rural centres, 
202 in semi-urban, 108 in 
urban and 122 in metropoli¬ 
tan areas. At 161 centres 
in the country, Indain 
bank was the only operating 
bank as at the end of 1975. 
It opened 80 branches in 
1975 as against 71 in 1974. 

Extension Counters 

The bank is also provid¬ 
ing customer service to 
institutions and groups of 
customers through extension 
counters. At the end of 
1975 "the bank has been 
operating 22 extension 
counters. Four extension 
counters were added in 
1975, one at the Thcosophi- 
cal Society, International 
Headquarters in Madras, 
another at St. Michael’s 
High School in Patna, one 
at the municipal office, 
Coimbatore, and another 
at the Taj Coromandel 
Hotel in Madras. 

The 10 districts where 
Indian Bank has been as¬ 
signed lead role has a fair 
coverage of commercial 
bank brancc network. Only 
19 blocks in the ten lead 
districts were unbanked as at 
the end of December 15175. 
Wc have already formulated 
plan for opening branches 
in nine of the unbanked 
blocks during the year 1976, 
the remaining to be covered 
in 1977. 

The bank’s credit-deposits 
ratio was brought down 
to 66.80 per cent at the 
close of the year against 
68.34 per cent at the end of 
1974, and the bank was 
generally able to meet its 
lending obligations fairly 



















































































































































































































































































































comfortably. Total ad* 
vances in India including 
due from banks rose by 
Rs SI.32 croresduring the 
year, from Rs 184.98 crores 
to Rs 236.30 crores, 27.74 
per cent rise during the 
year. The percentage in¬ 
crease since nationalisation 
was 294.29 per cent, from 
Rs 59.93 crores to Rs 236.30 
crores. Average credit per 
branch increased from 
Rs 27.37 lakhs to Rs 40.88 
lakhs. 

Credit Operations 

Bank credit operations 
of the bank's rural branches 
were maintained at high 
level. Contrary to national 
average, lendings at the 
bank’s 146 rural branches, 
made 117.90 per cent of the 
deposits at these branches, 
a further improvement over 
credit-deposits ratio of 
105.71 per cent at the end of 
1974. The credit-deposits 
ratio of the ru<al branches 
of all scheduled commer¬ 
cial banks as of December 
1974 was 52.64 per cent 
only. 

Total income rose to 
Rs 32.99 crores (Rs 25.12 
crores in 1974), a 31.33 per 
cent rise. Interest and dis¬ 
count earned was 32.90 per 
cent higher at Rs 28.96 crores 
(Rs 21.79 crores in 1974). 
Interest paid on deposits, 
borrowings, etc, increased 
to Rs 19.25 crores (Rs 13.85 
crores in 1974), 38.99 per 
cent higher. Salaries, allow¬ 
ances, provident fund, etc, 
increased frt m Rs 7.47 cro¬ 
res in 1974 io Rs 8.97 crores 
in 1975, a rise by 20.08 per 
cent while percentage rise of 
1974 over 1973 was 32.18. 
Prescentage rise in total ex¬ 
penditure was slightly lower 


than the percentage rise in 
income, 31.25 per cent, total 
expenditure for 1975 was 
Rs 31.75' crores (Rs 24.19 
crores in 1974). The 
balance of profit for year 
1975 amounted to Rs 1.24 
crores against Rs 93 lakhs 
for 1974, a rise of 33 per 
cent. A sum of Rs 16 lakhs 
being excess provision for 
expenses in 1974 has been 
written back (net of tax) to 
the profit taking the net 
available surplus to Rs 1.40 
crores. With the transfer 
of Rs 80 lakhs to reserve 
fund the amount of the 
statutory reserve fund 
moves up from Rs 60 lakhs 
at the end of 1974 to 
Rs 1.40 crores at the end of 
1975. 

ivsdeshi Mills 

Svadeshi Mills Company 
Ltd, has reported encourag¬ 
ing working results during 
the year ended December 
31, 1975. Sales, net of 
excise, advanced from to 
Rs i5.56crores from Rs 13.60 
crores in 1974 but gross 
profit declined to Rs 99.26 
lakhs from Rs 141.44 lakhs. 
Oat of the gross profit, a 
sum of Rs 32.39 lakhs was 
appropriated to depreciation 
reserve, Rs 7.30 lakhs to 
development related reserve 
and Rs 28.00 lakhs for 
taxation as against Rs 33.90 
lakhs, Rs 8.25 lakhs and 
Rs 69.00 lakhs provided 
respectively in 1974. 

The board of directors of 
the company have recom¬ 
mended declaration of pre¬ 
ference dividend of Rs 7.14 
per share and equity 
dividend of Rs 20 per share 
(previous year : Rs 20 per 
share), aggregating Rs 25.27 
lakhs. If this proposal is 


approved by the sharehol¬ 
ders at the annual general 
meeting to be held on 
May 27, 1976, out of the 
recommended equity divi¬ 
dend of Rs 20 per share, 
Rs 9.80 per share (previous 
year: Rs 12 per share) 
would become payable after 
the annual general meeting 
and the balance Rs 10.20 
per share (previous year: 
Rs 8 per share) would be¬ 
come payable in two equal 
instalments on July 6,1976 
and July 6,1977, together 
with interest at eight per cent 
per annum. 

El O-Parry 

After obtaining the share¬ 
holders' consent, petitions 
were filed in the Madras 
High Court and in London 
for obtaining their sanc¬ 
tion and for transfer of 
assets and liabilities of E1D- 
Parry Ltd to the new 
Indian Company, EID-Parry 
(India) Ltd. If all goes 
well all formalities are ex¬ 
pected to be completed 
soon. According to current 
indications the scheme will 
become effective from end- 
June 1976. The New Indian 
Company will, on its own, 
carry on by and large the 
business operations of EID- 
Parry Ltd. This was dis¬ 
closed by the Chairman, 
Mr R. Venkataswamy 
Naidu while addressing the 
annual general meeting of 
the company. 

The conditions under 
which the group had to 
operate during the 15- 
month period ended Decem¬ 
ber 31, 1975 were indeed 
extremely difficult. The 
group was faced with a 
number of problems in 
relation to two of its main 


operations namely sugar 
and fertiliser. Several 
factors inhibited sales vol¬ 
ume and profitability. The 
unusually heavy burden of 
fertiliser inventories which 
the group has to carry 
resulted in a severe inci¬ 
dence of interest charges. 
Moreover the benefits 
which the group derived 
last year from certain non¬ 
recurring factors were not 
expected to be repeated 
this year. Consequently, 
the group’s net profit be¬ 
fore taxation for the period 
under report was Rs 202.12 
lakhs as against Rs 560.85 
lakhs in the preceding 
year. 

Steep Decline 
Notwithstanding the steep 
decline in net profit 

before taxation, it is heart¬ 
ening to note that the in¬ 
cidence of taxation in 

relation to profits is con¬ 
siderably lower this year 
consequent upon certain 
exceptional factors with the 
result that the net profit 
after taxation at Rs 110.35 
lakhs is lower by only 
Rs 49.27 lakhs as com¬ 
pared with the after tax 
profit of Rs 159.62 

lakhs in the pre¬ 
vious year. The directors 
have recommended an 
equity dividend of 12 per 
cent for the 15 months 
ended December 31, 1975. 

Nellikuppam Sugar fac¬ 
tory crushed 6.44 lakh 
tonnes cane during the 15 
months ended Decem¬ 
ber 31, 1975 and produced 
49,408 tonnes sugar at an 
average recovery of 7.67 per 
cent. The levy price conti¬ 
nues to remain uneconomi¬ 
cal and does not fully 
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compensate the escalation 
in costs and the matter is 
before the court. 

Lower Yields 

Netlikuppam factory 
crashed 1.74 lakh tonnes 
of cane for the period 
January 1, 1976 to March 
26, 1976. The season 

had to be closed for want 
of cane due to lower 
yields. The plantings for 
1976-77 season are quite 
satisfactory and the factory 
is expected to start crush¬ 
ing in September/October, 
1976. A letter of Intent 
has been received to expand 
the capacity of Ncllikuppam 
factory from 2,750 TCD to 
4,000 TCD. Steps have 
been initiated to undertake 
an expansion initially to 
increase the crushing capa¬ 
city of Ncllikuppam factory 
to 3,000 TCD by the end 
of the 1976 off-season. 
With the ultimate expansion 
to 4,000 TCD in view, steps 
are being taken to increase 
the plantings of cane to 
ensure an adequate supply 
thereof. 

With the re-introduction 
of prohibition in Tamil 
Nadu as from Septem¬ 
ber I, 1974 the bulk of 
production during the year 
under review was sold out¬ 
side the state. The possibi¬ 
lity of locating the IMFL 
plant outside the state of 
Tamil Nadu is being ex¬ 
plored. 

CO« production and 
sales continued to be satis¬ 
factory in spite of- competi¬ 
tion that prevailed during 
the period under review. 

The year witnessed a 
rather sudden transforma¬ 
tion in the market condi¬ 
tions from dhe of shortage 


to easy availability and 
sluggishness of demand. 
Several factors, but predo¬ 
minantly price fluctuations, 
distribution controls, credit 
constraints and unfavour¬ 
able seasonal conditions, 
contributed to a decline in 
demand, leading to higher 
inventory level and carrying 
costs. It was through 
intense promotional efforts, 
aggressive selling, enlarge¬ 
ment of sales force and 
distribution network and 
extension of the marketing 
territory that the group 
had been able to achieve 
during the year under 
review a sales volume repre¬ 
senting 95 per cent of the 
previous financial year. 

Rated Capacity Surpassed 

During the 15 months 
period, Ennore factory 
achieved a production 
level higher than its rated 
capacity for phosphatic 
fertiliser. Due to power 
cut ranging up to 40 per 
cent, the production of 
ammonium sulphate had to 
be restricted, and for seve¬ 
ral months during the 
period this unit remained 
shut down. 

The company has made 
considerable strides in the 
field of exports. A substan¬ 
tial volume of export of 
textile garments has already 
been built up and its efforts 
to export other Indian pro¬ 
ducts have commenced 
bearing fruits. 

The merchanting and 
trading activities consisting 
mainly of engineering and 
consumer products conti¬ 
nue to lend steady support 
forming an integral part of 
the mainstream of the 
company’s business. New 


lines have been added 
although in some of these, 
turnover can be built up 
only over a period of time. 
The pharmaceutical trading 
continue to maintain a 
steady rate of growth. 
Whilst on the whole the 
merchanting turnover regis¬ 
tered an increase, con¬ 
tinual spiralling of sell¬ 
ing and administration costs 
cut into profit margins. 

Rajasthan Financial 
Corporation 

The Rajasthan Financial 
Corporation (RFC) has 
signed an agreement with 
Indian Bank under which 
the Indian Bank will provide 
working capital on conces¬ 
sional rate of interest to 
small-scale units to whom 
RFC sanctions term loan 
for fixed capital. Under 
the agreement, Indian Bank 
would provide working 
capital loan to the extent 
of 100 per cent of the 
requirements to unemployed 
technocrats at reduced rate 
of interest to whom RFC 
sanctions 100 per cent term 
loan for fixed capital upto 
a total loan limit of Rs 2 
lakhs. 

The Indian Bank has 
agreed to provide brid¬ 
ging loans to the entrepre¬ 
neurs in cases when the 
sanctions/disbursements of 
term loan by the corpora¬ 
tion is in process The 
corporation and Indian 
Bank have both agreed to 
extent their mutual coope¬ 
ration and help in the 
inspection of units and in 
devising scheme of rehabili¬ 
tation of industrial units 
which are facing difficulties 
in running their units. 
They will help each other 


in the matter of recovery of 
loans also. RFC and Indian 
Bank have both agreed to 
make special efforts to 
guide the borrowers whose 
machinery requirements 
include imported machinery 
as such imports would 
make the entire term loan 
eligible for refinance from 
IDBI under IDA line of 
credit. This would help the 
borrower in obtaining im¬ 
port licenses expeditiously. 

It may be recalled 
here that RFC has been 
making efforts to evolve 
arrangements with the com¬ 
mercial banks for coopera¬ 
tion and coordination in 
areas like appraisal of credit 
needs of the industrial 
units, sanction of fixed 
and working capital loans 
etc in order to provide 
package of financial assis¬ 
tance to small-scale indus¬ 
tries. In this context the 
corporation has already 
come to an agreement with 
the Bank of Rajasthan, 
Central Bank of India, 
State Bank of India, Punjab 
National Bank and State 
Bank of Bikaner & Jaipur 
for integrated financial 
assistance. 

Ahmedabad Advance 

Ahmcdabad Advance 
Mills has reported satisfac¬ 
tory working results during 
the year ended December 
31, 1975. Sales, net of excise, 
was higher at Rs 16.62 
crores as compared to 
Rs 16 15 crores in 1974 but 
gross profit was lower at 
Rs 103.68 lakhs as against 
Rs 130.31 lakhs in the pre¬ 
ceding year. Out of the 
gross profit, a sum t>f 
Rs 60.48 lakhs was earmar¬ 
ked to depreciation reserve 
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as against Rs 41.46 lakhs in 
1974 while no allocation has 
been made for taxation as 
against Rs 10.00 lakhs 
provided proviously. No 
provision has been made for 
development rebate reserve 
as against Rs 50.00 lakhs 
allotted in the previous year. 
The board of directors of 
the company have recom¬ 
mended declaration of 
preference dividend of 
Rs 7.14 per share and equity 
dividend of Rs 16.00 per 
share) aggregating Rs 24.23 
lakhs. If this proposal is 
approved by the sharehol¬ 
ders at the annual general 
meeting, to be held on May 
28, 1976, out of the recom¬ 
mended equity dividend 
of Rs 16.00 per share, 
Rs 9.30 per share (previous 
year : Rs 12 per share) 
would be payable after the 
annual general meeting and 
the balance of Rs 6.70 per 
share (previous year Rs 4 
per share) would become 
payable in two equal instal¬ 
ments on July 6, 1976, 

and July 6, L977, together 
with interest at eight per 
cent per annum. 

Hindustan Organic 
Chemicals 

Despite difficulties faced 
in the beginning of the year 
in getting sufficient quan¬ 
tities of raw materials like 
nitric acid and unfavour¬ 
able market conditions, 
HOC could achieve better 
results on the production 
as well as sales front in the 
year 1975-76, Improve¬ 
ment in production was 
particularly spectacular. It 
reached all time record of 
56,670 MTs as against 
49,809 Mrs in 1974-75 and 
37,419 MTs in 1973-74, 


the overall increase on the 
previous year's 'production 
being 14 per cent. In res¬ 
pect of two plants viz. Acet¬ 
anilide and Sulphuric Acid, 
even the annual rated capa¬ 
city has been exceeded. In 
many other plants, monthly 
capacities were exceeded in 
many months. 

News and Notes 

Curewell (India) proposes 
to clear arrears of prefe¬ 
rence dividensd for 1973 
and 1.974. 

The directors of Sandvik 
Asia have proposed to 
issue bonus shares in the 
ratio of one share for every 
three equity shares held. They 
have also recommend;d an 
equity dividend of 22 per 
cent for 1975, the same as 
that declared for the pre¬ 
vious year. 

Zenith Steel Pipes and 
Industries has shipped about 
5,400 tonnes of galvanised 
steel pipes valued at about 
Rs |.6s crores to Iran. This 
is stated to be the largest 
single shipment of galvanised 
pipes from India to any 
country in the world. 

Mr Subodh B. Kaji, 
deputy general manager 
of Bank of India has been 
appointed general manager 
of the bank. Mr Kaji was 
the chairman of the foreign 
exchange dealers associa¬ 
tion for two years and that 
of the committee examining 
the formation of a corpora¬ 
tion to take over foreign 
branches of the public 
sector banks. He held a 
number of important posts 
both in India and abroad 
and was elevated to the rank 
of deputy general manager 
of the bank in 1968. 


New Issues 

The Industrial Credit and 
Investment Corporation of 
India (ICICI) is entering the 
market with an issue of 6i 
per cent debentures (1991) 
for Rs 12.50 crores, with a 
right to retain excess sub¬ 
scription money up to ten 
per cent of the issue. The 
debentures will be issued 
at 97.50 per cent. The 
subscription list will open 
May 20, on 1976. The deben¬ 
tures are guaranteed by the 
government of India as 
regards repayment of the 
principal and payment of 
interest thereon. With the 
government guarantee, the 
debentures become “appro¬ 
ved security" under the In¬ 
dian Trusts Act, 1882, the 
Inusrance Act, 1938 and 
the Banking Regulation Act, 
1949. The debentures, are 
therefore eligible securito for 
investment of provident fund 
monies in accordance with 
the formula for investment 
of such funds. 

Andhra Pradesh Steels 


promoted by AMDC, will 
issue on May 26, 7.35 lakh 
equity shares of Rs 10 each 
and 33,000—11 per cent, 
cumulative redeemable pre¬ 
ference shares of Rs 100 
each at par. The ptfblic 
issue has been fully under¬ 
written by financial institu¬ 
tions and commercial banks. 
The proceeds will be utilised 
for financing partly the 
company’s Rs 5.35-crore 
project being set up at 
Paloncha a notified back¬ 
ward district of Khammam 
(Andhra Pradesh) for manu¬ 
facturing mild steel and high 
carbon steel billets and wire 
rods. 

The project is being im¬ 
plemented in two phases, 
the first phase covering the 
electric arc furnaces and 
continuous casting machine 
to produce 47,000 tonnes of 
steel billets per annum and 
the second phase covering 
the roiling, conditioning and 
heat treatment facilities to 
process the billets into 
finished steel, 
ends 

(Per cent) 


Name of the company 

Year ended Equity dividend 
declared for 

Current Previous 
year, year 

Higher Dividend 




Bajaj Tempo 

Sep. 30, 1975 

10.0 

9.0 

Bharat Bijlee 

June, 30, 1975 

12.0 

8.0 

Peirce Leslie India 

Sep. 30, 1975 

9.0 

5.0 

Same Dividend 




Ferro Alloys Corpn. 

Dec. 31, 1975 

12.0 

12.0 

Svadeshi Mills 

Dec. 31,1975 

20.0 

20.0 

Antifriction Bearings 

Dec. 31, 1975 

12.0 

12.0 

Madras Aluminium 

Dec. 31, 1975 

Nil 

Nil 

Mahindra Uginc Steel 

Dec. 31, 1975 

14.0 

14.0 

Reduced Dividend 




Mysore Lamp Works 

Dec. 31,1975 

Nil 

12.0 

J.K. Chemicals 

Dec. 31,1975 

Nil 

12.0 
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Report of 
ministry of 
Industry and 
Civil Supplies: 
1975-76 

The rate of growth of indus¬ 
trial production has further 
accelerated and is likely to 
be between 4 to 5 per cent in 
1975-76 according to the 
report of the ministry of 
Industry and Civil Supplies 
for 1975-76. In particular, 
production in some of the 
major industries, (e.g. steel, 
coal, cement, fertilisers and 
electricity during the first 
ten months of 1975-76 was 
substantially higher than the 
corresponding period of the 
last year. The rate of growth 
in these industries in the 
first ten months of the year 
ranged from 11 to 29 per 
cent. 

There are also indi¬ 
cations that some > of the 
industries which had been 
affected by decline in pro¬ 
duction during the earlier 
part of the year have begun 
to show ah improvement 
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towards the latter half e.g. 
in plastics, man-made fibres, 
paper and paper board, 
paints and varnishes and 
matches etc. This is revealed 
in the ministry’s report for 
1975-76. 

The economy is thus pois¬ 
ed for a breakthrough in the 
industrial field. A large part 
of the industrial sector is 
likely to have shown a 
growth rate of about 7 to 8 
percent (consisting of indus¬ 
tries such as coal, electricity, 
steel, fertilisers, cement, non- 
ferrous metals and capital 
goods etc.) during 1975-76. 
and the overall rate of 
growth in industrial produc¬ 
tion is likely to be between 
4 to 5 per cent. With a 
substantial increase in the 
Plan outlay for the next 
year, the growth rate in the 
core sector can be maintain¬ 
ed. Given the extent of the 
untilised capacity still avail¬ 
able in the country, there is 
no inherent reason why. the 
overall rate of growth in the 
industrial sector could not 
be further accelerated during 
the coming year. 

Generate Demand 

The change in the price 
situation requires that indus¬ 
try should be willing to re¬ 
adjust its costs and reduce 
prices in order to generate 
demand for its products. 
Unless these industries realise 
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this, they would find them¬ 
selves caught in a vicious 
circle of high prices, low 
demand, low sales, ar.d 
continuation of high prices 
in order to maintain sales 
revenue 

The government has 
shown considerable flexibi¬ 
lity in regulating policies and 
procedures for promotion of 
pioduction and investment 
in desired lines. The best 
advantage from this situa¬ 
tion can be taken only if 
industrial behaviour becomes 
more forward looking, more 
cost and quality concious, 
and more adaptable to the 
changing demand situation. 

Major Factors 

So far as 1976-77 is con¬ 
cerned, there are a number 
of factors which give confi¬ 
dence that the achieve¬ 
ments of 1975 76 will not 
only be consolidated but 
also exceeded. Among these 
factors, a major contributory 
element is continuing price 
stability. Another factor of 
major importance for agro 
based industries, which ac¬ 
count for a large weight 
in the index of industrial 
production, is the improved 
situation regarding supply 
of agricultural raw materials 
in the wake of an excellent 
crop. Improvement in the 
supply situation in respect of 
agricultural raw materials has 
been accompanied by an 
equally striking improve¬ 
ment in the supply of other 
inputs, particularly coal, 
power, steel and cement. 

The balance of payments 
situation is also favourable, 
and public sector outlay is 
being substantially increased 
in 1976-77 which should 
raise the aggregate levet of 


demand in the economy. 
Not the least of the favour¬ 
able factors for growth is 
the change that has beeu 
brought about in the 
government policies and 
procedures for increase in 
production and investment 
in the economy. 

In the field of production, 
the most striking achieve¬ 
ment of 1975-76 was in 
respect of the public sector 
enterprises. In 1975, public 
sector undertakings conti¬ 
nued to show an impressive 
rate of growth, which was 
considerably higher than the 
overall rate of growth in the 
industrial production. In 
physical terms, the rate of 
growth of public sector 
output was of the order 
of 17 per cent during 
April-Janury 1975-76 over 
the correspondings period 
of the last year. The 
public sector has lately 
emerged as the leading sector 
in the industrial economy of 
the country. 

Increased Production 

Increase in production in 
the heavy engineering sector 
was particularly impressive. 
Production in the under¬ 
takings under the purview 
of the department of Heavy 
Industry during the first 
ten months of 1975-76 was 
estimated at Rs 5,570 mil¬ 
lion, which was higher by 
35 per cent compared with 
the corresponding period of 
the previous year. 

Apart from the perfor¬ 
mance of the public-sector, 
the trend of production 
during the current year 
(1975-76) in the private 
sector in critical areas has 
been encouraging. The total 
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production of machine tools 
is likely to exceed Rs 1,000 
million during this year as 
against a production of 
Rs 910 million in 1974-75. 
Production of machinery for 
manufacture of tyre and 
rubber goods which stood 
at Rs 35 million in 1974-75 
is expected to be more than 
double during the year. 
Chemical machinery worth 
Rs 500 million is expected 
to have been produced dur¬ 
ing this year registering 
almost 20 per cent increase 
over the production during 
1974-75. Paper machinery 
and sugar machinery are 
expected to touch Rs 200 
million and Rs 300 million 
during 1975-76 registering 
an increase of 53 per cent 
and 18 per cent over the 
performance during 1974-75. 

Significant Improvement 

Production of commercial 
vehicles is expected to be in 
the range of 47,000 as 
against 40,713 in 1974-75. 
Motor cycles, may touch 
68,000 as against 61,273 in 

1974- 75. Production of 
scooters during April- 
November 1975 is 68,285 
and it is expected to 
reach a figure of 1,35,000 
numbers during 1975-76. 
production of tractors in 

1975- 76 would be of the 
order of 33,000 numbers as 
against 31,088 during 1974- 
75. The overall performance 
of the hevy engineering units 
in the private sector has 
been maintained and expect¬ 
ed to show significant im¬ 
provement during the cur¬ 
rent year. 

Cumulative production in 
undertakings under the 
department of Industrial 


Development .was of the 
order of Rs 770 million which 
meant an increase of 51 per 
cent over the corresponding 
period of the previous year. 
Among these, production of 
cement in the two units of 
the Cement Corporation of 
India amounted to 277,000 
tonnes during April-January 
1975-76 showing a rise of 
25 per cent over the corres¬ 
ponding period of the pre¬ 
vious year. The production 
at the Bharat Ophthalmic 
Glass Limited at Rs 6 mil¬ 
lion during April-January 
1975-76 was higher by 173 
per cent over April-January 
1975-75. Production at Ins¬ 
trumentation Limited, Kota 
and National Instruments, 
Calcutta showed an increase 
of 50 per cent and 0.5 per 
cent respectively. 

Another remarkable fea¬ 
ture of industrial production 
during the year was the 
tremendous improvement 
that has taken place in the 
supply situation of basic in¬ 
puts. For example, produc¬ 
tion of saleable steel in the 
main integrated plants du¬ 
ring April-January 1975-76 
increased by 18 percent, 4 
that of coal (including lig¬ 
nite) by 12 per cent and 
electricity generated by 12 
per cent. 

Special Cells 

Engineering exports have 
touched a figure of Rs 1848 
million in April-October 
1975 and will at least reach 
upto Rs 3,800 million in 
1975-76 as against the 
target of Rs 4,000 million. 
The performance in 1974-75 
was Rs 3,520 million. Simi¬ 
lar improvement has been 
registered in respect of pro¬ 
duction of cement, con¬ 


sequent to the ministry of 
Industry and Civil Supp¬ 
lies having set up a special 
cell for increasing supply of 
coal and coordinating move¬ 
ment. 

Self Reliance 

The policy of imports 
substitution is an integral 
part of national objective of 
self-reliance. The steadfast 
pursuit of this objective has 
paid rich dividends over the 
years and the progress made 
is amply demonstrated by 
the fact that during the year 
1974 for sustaining pro¬ 
duction of over Rs 70,000 
million from the organised 
sector of industries looked 
after by Directorate General 
of Technical Development, 
the import bill was not more 
than Rs 6,000 million in¬ 
dicating an average import 
content of less than 10 per 
cent. 

An important element in 
the industrial strategy of our 
country is to promote the 
development of small-scale 
industries. A development in 
this field during 1975-76 
was the revision of the defi¬ 
nition of small-scale and 
ancillary industries. Taking 
into account the steep in¬ 
creases in the price of ca¬ 
pital equipment and replace 
ment costs, government 
announced a revision of the 
investment ceiling in the 
small-scale and ancillary 
industries with effect from 
May, 1975. In the case of 
small-scale industries,, the 
ceiling on investment in 
plant and machinery has 
been raised from Rs 7,50,000 
to Rs 1 million and that of 
ancillary units from Rs 1 mil¬ 
lion to Rs 1,5 million. 

Emphasis on promotion 


of industry in the backward 
areas has continued through 
industrial approvals, special 
incentives and increased 
quantum of assistance, from 
term lending institutions. 
The tempo of reimbursement 
of capital subsidy to state 
governments and other 
agencies towards develop¬ 
ment of backward areas has 
picked up and about Rs 90 
million are expected to be 
disbursed during 1975-76 
as against Rs 40 million in 
1974-75. This would repre¬ 
sent a minimum invest¬ 
ment of Rs 600 milion(at 
the rate of 15 per cent sub¬ 
sidy) in industries set up in 
backward areas, and in 
actual practice, would be 
considerably higher because 
of the ceiling of Rs 1.5 million 
as the maximum subsidy to 
be given to any undertaking 
irrespective of the size of 
investment. 

Important Objectives 

One of the important ob¬ 
jectives of government’s 
policy during the year was 
not only to incrcrease pro¬ 
duction but also to make 
available essential goods to 
the people at reasonable 
prices and in satisfactory 
quantities. To this end, the 
strategy adoped was two¬ 
fold viz., expansion and 
streamlining of public distri¬ 
bution system and develop¬ 
ment of cooperatives for 
distribution of consumer 
articles. During the year, 
the number of fair price 
shops for distribution of 
foodgrains and sugar was 
increased from 215,000 to 
230,000. Similarly, the num¬ 
ber of retail putlets for 
distribution of kerosene oil 
was increased from 100,000 
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to 216,00d. Ia addition,' 
6,000 retail outlets have 
been established for distri¬ 
bution of soft coke mainly 
in the northern region. 
Along-sidc the expansion of 
the public distribution 
system, measures -have been 
taken to bring about qualit- 
tive improvement in the 
functioning of the system. 

During the year, develop¬ 
ment of cooperatives for 
undertaking the distribution 
of consumer articles has been 
given a place of primacy. 
The financial outlay in the 
annual Plan was consider¬ 
ably stepped up during the 
year. Cooperatives have 
been sought to be strengthen 
both organisationally and 
managerialty. At present 
cooperatives are operating 
nearly 17,500 retail outlets in 
the urban areas including 
171 cooperative department 
stores and about 53,000 re¬ 
tail outlets in the rural 
areas. In the cooperative 


year ending June 1975, the 
total volume of consumer 
trade handled by coopera¬ 
tives is estimated to be 
about Rs 7,500 million. 
This is expected to be in¬ 
creased to about Rs 9,000 
million during the current 
cooperative year. 

One of the major items 
handled by cooperatives 
is controlled cloth which 
is being distributed through 
a network of more 
than 46,000 retail out¬ 
lets out of which about 80 
per cent are in rural areas. 
On an average cooperatives 
are handling about 30,000 
bales of controlled cloth 
per month. Another signi¬ 
ficant development in the 
cooperative sector has been 
the induction of cooperatives 
into the supply of essential 
articles to students hostels in 
universities and degree 
colleges. The cooperatives 
are now catering to about 


3,000 hostels involving 
nearly 240,000 students. 

A decline in the average 
index of wholesale price 
(point-to-point comparison) 
was achieved soon after the 
declaration of the emergen¬ 
cy in July 1975. Since then 
the decline in the price 
level has progressively in¬ 
creased reaching 7.1 per 
cent in December, 1975. 
The falling trend in whole¬ 
sale prices has also been 
reflected in retail prices. 

The consumer price indices 
touched a decline of 4.8 per 
cent for industrial workers 
and 12 2 per cent for agri¬ 
cultural labourers in Novem¬ 
ber 1975. A welcome fea¬ 
ture of this year’s perfor¬ 
mance has been that there 
was a fall in prices of essen¬ 
tial commodities in the loan 
period (May to October 
1975) the wholesale price 
indices declined by 0.25 per 
cent during the period as 


compared to a rise of about 
12.04 per cent and 14.49 per 
cent in the corresponding 
periods in the preceding 
years of 1974 and 1975. 

Thus, by all accounts, 
1975-76 has been a year of 
considerable achievement in 
the industrial field, notwith¬ 
standing the fact that cer¬ 
tain sections of industry have 
gone through problems of 
adjustment as well as pro¬ 
blems of decline in demand 
for their products. The year 
1975-76 has also been a 
year of remarkable achieve¬ 
ment in controlling inflation. 
The success achieved in this 
field is not only unpreceden¬ 
ted in our recent history, 
but is also unmatched by the 
current experience of other 
nations, economically much 
more fortunately placed than 
ours. 

The table below gives the 
Industrial Production in the 
year 1974 and 1975. 


Production of industries in 1974 and 1975 


SI. Name of Industry 
No. 

Account¬ 
ing Unit 


1974 


1975 

rs -_t.. 

No. of 
Unit 

Installed 

Capacity 

Annual 

Production 

No. of 
Unit 

Installed 

Capacity 

- nCIIKllH.3 

Estimated 

(Annual) 

Production 

1 2 

3 

4 

5 

6 

7 

8 

9 

10 


MECHANICAL AND ENGINEERING INDUSTRIES 



1 Air/Gas Compressors 

Nos. 

12 

13.630 

6,590 

12 

13,630 

6,000 


2. Welding Electrodes 

Million 

20 

691 

394 

20 

691 

400 



Running 









metres 








3 Steel Wire Ropes 

m.t 

9 

44.340 

26,816 

9 

45,060 

27,000 


4 C. I. Soun Pines 

Tonnes 

9 

4,78,600 

2,87.000 

9 

4,78,600 

2,80,000 


5 C.I. Pipes (Sand Cast) Tonnes 

3 

56,640 

10,100 

1 

48,000 

9,800 

Closure of 2 units 









during most part of 









the year 1975 

6. Oil Barrels 

Tonnes 

13 

95,872 

42.196 

16 

1,38,878 

42,000 
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1 2 

3 

4 

, 5 

6 

7 

8 

9 

10 

7. Small Drums 

Tonnes 

24 

r - ^ - rJ , 

18,159 

6,528 

24 

18,159 

5,350 

Shortage of indige¬ 
nous steel/raw- 

materials. 

8 Bitumen Drums 

Tonnes 

4 

28,350 

15,636 

6 

34,550 

13,250 

Do. 

9. Tin Containers 
(inciuding OTS) 

Tonnes 

36 

98,059 

62,000 

39 

1,11,621 

47,500 

Shortage of indige¬ 
nous tin plate 

as well as restricted 
import of tin plate. 

10. Aluminium Collap¬ 
sible Tubes 

Million 

Nos. 

7 

382.09 

278 

7 

382.09 

190 

Shortage of indige¬ 
nous raw-material 
viz. aluminium slug 

11 Crown Corks 

Do. 

4 

2098.80 

946.38 

5 

2142 

385 

Shortage of raw- 
material viz tin 
plate. 

12. R.O. & P.P. 

Do. 

11 

419.70 

838.50 

11 

656.20 

715 

Shortage of indi¬ 
genous raw mate¬ 
rial viz. aluminium. 

13. Aluminium Capsules 

Do. 

2 

286.80 

139.20 

2 

286.80 

60 

— 

14’ Safety Razor Blades 

Mill. 

Nos. 

7 

2530 

911 

7 

2530 

1050 


IS. Sewing Machines 

Nos. 

5 

5.33,500 

3,33,000 

5 

5,33,500 

2.85,000 


16’ Typewriters 

Nos. 

4 

86,400 

46,000 

4 

86,400 

49,000 


17. Bicycles 

In Lakh 
Nos. 

15 

40.19 

24.83 

15 

40.19 

20.00 

Fall in production 
during 1975 is due 
to two units be¬ 
coming sick and 
also due to fall in 
demand. 

18. Bicycle 

Rs. in lakh 
Nos. 

56 

Since there 
are a num¬ 
ber of parts 
it is not 
possible to 
indicate in¬ 
stalled capa¬ 
city 

22.45 

56 

Same as un¬ 
der Col. 5. 

23.56 


19. Forged & Welded 
Link Chains 

Tonnes 

3 

4330 

1866.5 

3 

4330 

1610 

Fall in production 
due to power cut and 
and delay in receipt 
of steel R/M throu¬ 
gh Canalising Agen- 

20. Pip; Fitting Tonnes 

8 

14388 

2447.81 

11 

19913 

4306 


21. M.T. Fasteners Tonnes 

13 

18146 

9111.39 

13 

18146 

8568 

Fall in production 
due to power cut 
and demand cons¬ 
train. 

22. M. S. Bolts, Nuts 
and Rivets 

Tonnes 

22 

51588 

27841 

22 

51588 

29493.12 


23. M. S. Machine 
Screws 

M. Nos. 

3 

154.2 

2 

2 

154.2 

182.50 

One unit disconti¬ 
nued production and 
surrendered the I.D. 
Act lienee late in 
1974. 

24. Wood Screws 

M. Nos. 

5 

1513.72 

1331.39 

4 

1492.12 

1365.38 

One unit has conti¬ 
nuously suspended 
production from 
1973 andhenccde- 
leted. 
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1 2 

3 

4 

5 

6 

7 

8 

9 

10 

1. Watches 

Lakhs pcs 

3 

LIGHT MECHANICAL INDUSTRIES 

16.30 6.84 5 16.30 

8.00 


2. Time Pieces 

ii 

7 

16.00 

9.50 

6 

14.36 

7.00 

One unit manufac¬ 

3. Clocks 

Lakhs pcs 

6 

3.15 

1.69 

5 

3.12 

2.00 

turing time pieces 
has been transferred 
to SSI. 

One unit manufac¬ 

4. Pressure Cookers 

’000 

2 

700 

394.65 

2 

700 

400 

turing electronic 
clocks has been 
transferred to Elect. 
Dte. of DGTD’ 

5. Cutlery 

tonnes 

3 

520 

20 

3 

530 

17 


6. Utensils 

J # 

22 

18962 

4348 

22 

18962 

3600 

Shortage of brass 

7. Hand Sewing Needles M. Nos. 

2 

IC63 

453.943 

2 

1060 

650 

sheets, aluminium 
sheels & stainless 
steel sheets. 

8. Steel Furniture and 

Tonnes 

12 

44833 

28649 

12 

44833 

21367 


Security Equipments 

9. Locks 

Nos. 

7 

3,27,47,990 

98.01,053 

7 

3,27,47,990 

1,03,59,000 


1. Baby Food 

M.T. 

10 

PROCESSED FOOD INDUSTRIES 

26,578 11,174 10 9,578 

22,500 


2. Milk Powder 


13 

25,784 

12,416 

18 

37,389 

18,000 


3. Condensed Milk 


6 

13,800 

5,783 

6 

13,800 

4.(XX) 


4. Malted Milk Food 

11 

8 

20,183 

15,347 

8 

k 23.183 
5300 

16,500 


5. Cheese 


1 

530 

443 

1 

45J 


6. Weaning &High 

t 1 

6 

8,951 

2,926 

6 

r 8,951 

5,400 


Proleiti Food 

7. Egg Powder 

M.T. 

1 

300 

431 

i 

300 

50 


8. Drinking Chocolate 

M.T. 

3 

1,5'J0 

465 

3 

. 1,500 

200 


9. Chocolate 


5 

.4,410 

L 1.601 

5 

I 4.410 

1.500 


10. Cocoa Powder 

( 

3 

642 

57 

3 

42 

50 


11. Instant Coffee 

9 9 

2 

t 2,139 

1,669 

12 

2,139 

1,350 


12. 1 nstanl Tea 

9 , 

2 

850 

326 

2 

850 

270 


13. Ice Cream 

’000 Litre 

7 

9,490 

i 3,113 

7 

9,490 

3,500 


14. Flour Milling 

M.T. 

155 

4891,294 

1746,251 

158 

4993,284 

1474,593 


IS. Biscuits 

$ f 

30 

104,448 

63,303 

31 

107,448 

54,110 

* 

16. Confectionary 

1 9 

22 

35,928 

16,764 

22 

35,928 

7,120 


17. Bread 

9 9 

16 

81,260 

80,550 

16 

81,260 

84.957 


18. Aerated Waters 

M. Bottls 

34 

1,731 

631 

34 

1,731 

730 


19. Malt Extract 

M.T. 

2 

4,800 

3,099 

2 

4.800 

2,600 


20. Meat Products 

# 9 

4 

1,600 

500 

4 

1,600 

542 


21. Pearl Barley 

9 9 

4 

6,589 

1,400 

4 

6,589 

1,150 


22. Corn Flakes 

M 

3 

2,548 

325 

3 

2,548 

148 


23. Oat Flakes 


l 

2,100 * 

20 

1 

2,100 



24. Fruit & Vegetables 

M.T. 

31 

97,869 

26,550 

31 

97,867 

24,434 


25. Cottonseed Oil 

ii 

80 

11,69,600 

52,520 

86 

12,99,600 

7 3,(MM) 


1. Plywood 

M.Sq.Mts. 

33 

tonnes in tonnes 

terms of 
cottonseed 

TIMBER PRODUCTS 
43.344 T.3.6 33 

tonnes in 
terms of 
cottonseed 

46.788 

tonnes 

3.85^1 

2. Particle Board 

Tonnes 

8 

44,900 

C.32.0 

35.6 

8,735 

8 

44,900 

27.45 

6,450 

j Less construction 
[ activities in Private 
^and Public Sector, 

! Slight lull in intcr- 
I national market. 

3. Fibre Board 

Tonnes 

3 

40,500 

HB21474 

3 

40,500 

18,000 



- 

IB1113 

22587 



2,200J 

— Cotitd' 
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4. Safety Matches 

Million 

5 

3950.208 

4,367 


3950.208 

4,000 Strike in four units 

(Boxes of 






out of five units for 


50 sticks) 






a period roughly for 
2 to 3£ months. 




ELECTRICAL INDUSTRIES 



1. Electric Motors 

Mill 

35 

6.115 

3.11 

35 

6.3928 

3.0 Demand has gone 

2. G.L.S. Lamps 

HP. 

Mill Nos. 


• 




down for motors up* 
to 15 HP (i.e. mo¬ 
tors for Agriculture) 

14 

166.2 

128.9 

14 

157.57 

150.0 

3. Fluorescent Tubes 

Mill Nos. 

12 

19.567 

15.54 

10 

13.017 

17.5 Units since closed. 

4. Miniature Lamps 

1 • 

8 

62.30 

40.30 

9 

64.800 

40.00 

5. Electrical Steel 

Mill 

34 

90.000 

45,000 

35 

93,00 

50,000 

Stampings 

tonnes 







6. Dry Batteries 

Mill No. 

II 

1,231 

631.3 

12 

1291.0 

500.0 Lack of demand. 

7. Storage Batteries 

Lakh Nos 

7 

19.23 

13.19 

8 

23.63 

14.00 

8. Electric Fans 

Mill Nos. 

16 

2.991 

2.33 

16 

2.991 

2.40 

9. Flashlight Cases 

Lakh Nos 

3 

12L8 

63.12 

3 



10. Industrial Air-con¬ 

Rs. lakh 

25 

2.72) 

1476.04 

25 

2,720 

1143.00 Lack of demand. 

ditioning, Refrige¬ 
rator and Air Con¬ 








trol Equipment 

11. Domestic Refrigera¬ 

Numbers 

7 

1,85.800 

1,02.871 

7 

1,85,800 

1,22,331 

tors 








12. Room Air Condi¬ 

,, 

7 

44.780 

26,702 

7 

44,780 

10,278 Lack of demand 

tioners 








13. Industrial Cooling 

Rs. lakhs 

3 

370 

257.25 

3 

370 

229.29 Lack of demand. 

Towers 








14. WaterCoolers 

Nos. 

7 

9.986 

6,245 

7 

9,986 

6,476 Lack of demand. 

IS. Industrial Fans and 

Rs. Lakhs 

15 

NA 

25.75 

15 

NA 

440.70 Lack of demand. 

Blowers 








16. ACSR/ARC 

Mill 

44 

1.09,625 

28,132 

44 

1,21,115 

40,000 

Conductors 

tonnes 







17. Winding Wires 

,, 


37,290 

17.261 

34 

39,560 

16,000 

18. PVC/VIR Cables 

Mill Core 

27 

1281.3 

449 

27 

1,281.3 

400 

19. PVC/ILC Power 

K..M. 

18 

23.735 

16.002 

18 

23,735 

16,000 

Cables 








20. Underground Tele¬ 

K.M. 

3 

12,900 

4,055 

3 

12,900 

7,000 

phone Cables & 
Coaxial Cables 








21. Graphite Electrodes 

Tonnes 

2 

10,850 

7,645 

2 

10,850 

8,206 

and Anodes 








22. Carbon Blocks 

#» 

1 

80 

57.5 

1 

80 

35.00 

(Metallic Grade) 








23. Cinema Arc Carbons 

Mill Pairs 

4 

18 

8,236 

4 

18 

10,294 

24. Midget Electrodes 

Mill Nos. 

2 

475 

291.2 

2 

475 

296.00 




RUBBER GOODS INDUSTRY 



I. Automobile Tyres • 

Lakh Nos. 

10 

62.81 

53.95 

13 

66.25 

60.00 

2. Automobile Tubes 

1 ♦ 

10 

59.91 

47.11 

13 


47.60 

3. Bicycle Tyres 

Mill Nos. 

2) 

32.39 

25.96 

0 

32.39 

28.50 

4. Bicycle Tubes 


2) 

32.53 

19.38 

20 

32.50 

19.65 

5. Conveyor Belts 

M. Tons 

5 

4,810 

3,974 

5 

4,810 

4,715 

6. Fan & V Belts 

Lakh Nos 

9 

74.21 

67.96 

9 

74.21 

‘ 68.65 

7. Reclaimed Rubber 

M. Tons 

6 

16.820 

16,693 

8 

2,420 

17,000 

8. Hoses 

Mill Mts. 

9 

6.85 

4.98 

9 

6.85 

5.06 

9. Synthetic Rubber 

Lakh Mts. 

7 

7.44 

3.18 

7 

7.44 

4.37 

Cots 








10. Synthetic Rubber 

Lakh Mts 

7 

7.09 

4.07 

7 

7.09 

5.22 


Aprons 
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r 


4 

3 

'6 

r 

8 

9 10 

LEATHER AND LEATHER 

GOODS 


10 

22,11,992 

8,72.172 

10 

22,11,992 

12,04,452 

12 

24,86,000 

18,81,018 

12 

24,86,000 

15,60,012 

8 

1,38,47,000 

69,46,408 

7 

1,35,62.000 

87,92,297 

6 

94,67,000 

69,54,525 

6 

94,67,000 

65,00,000 

4 

5,01,360 

96,426 

4 

5,01,360 

85,152 

4 

2,10,000 

64,603 

4 

2,10,000 

73,421 

2 

2,820 

2366.13 

3 

3,320 

1,403 

2 

7,704 

1423.83 

2 

7,704 

846 

2 

216 20.68 
CEMENT 

2 

216 

29 

51 

19.86 

14.32 

54 

21.161 

16.00 Increase in produc* 
tion during 1975 
over 1974 is due to : 

(a) Additional capa¬ 
city installed. 

(b) Improvement of 
coal supply ft 
wagon movement. 

(c) Restoration of 

11 

6,37,000 

3,63, 268 

60,122 

11 

6,37,000 

power cut. 

3,70,000 

67,596 


2,032 

1,822 

4 

2,532 

25,100 

5 

4,350 

3,330 

5 

4,350 

3,200 

1 

500 

625 

1 

500 

487 

1 

100 

45 

1 

100 

44 

1 

2,000 

506 

1 

2,000 

575 


1. Vegetable Tanning Cow Hi* 

Hides des 

2. Chrome Tanning Hides 


3. Western Type of 
Leather Footwear 

4. Indian Type of 
Leather Footwear 

5. Picking Bands 

6. Leather Belting 

7. Glue 

8. Myrobalan Extract 


Pairs 


Kgs. 

Tonnes 

Tonnes 


9. Cotton ft Hair Belting Tonnes 


1. Cement 


Mill 


2. AC Shoet>nd Tonnes 
Accessories j 

3. Asbestos Cement ! j „ 

Pressure Pipes 

4. Asbestos Textiles Pro- „ 

ducts (Packing Yarn 

ft Mattresses) 

5. Asbestos Jointings ,, 

and Limpet Sheets 

6. Asbestos Mill Board „ 

7. Ferrobestos Sheets 

8. Profax/Fabrax 


CERAMICS 


1. Glazed Tiles 

II 

5 

42,020 

29,138 

5 

42,020 

21,000 

Less production due 
to closure of a ma¬ 

2. H. T. Insulators 

II 

7 

21,510 

15,754 

7 

26,200 

16,500 

jor unit. 

- 3. L.T. Insulators 

r» 

14 

8,800 

3,011 

14 

8,800 

3,950 


4. Stoneware Pipes 

ii 

13 

76,464 

45,956 

13 

76,464 

43,500 


5. Stoneware Jars 

ii 

8 

8,546 

6,376 

8 

8,546 

7,000 


6. Sanitaryware 


9 

18,170 

16,688 

9 

20,630 

21,500 


7. Crockery 

Tonnes 

17 

29,340 

22,262 

17 

29,340 

16,500 

Low production due to 
closure of a major unit 

8. Synthetic Stones 

Kg. 

1 

21,600 

11,419 

1 

21,600 

8,900 

Power Cut. 

9. Frits. 

Tonne 

1 

4,020 . 

1,748 

1 

4,020 

1,350 

Labour trouble. 

10. Ceramic Cotours 

Tonnes 

1 

60 

40 

1 

60 

30 

Labour trouble. 

11. Enamelware 

Th. Pcs 

7 

30,030 21,257 

GLASS 

7 

30,030 

14,450 

Two units have sus¬ 
pended production. 

1. Bottles ft Vials 
(including semi* 
automatic). 

Tonnes 

26 

2,81,000 

2,02,786 

28 

3,03,634 

2,18,000 


2. Sheet Glass 

Mill Sqm. 

6 

22.00 

14.7 

6 

22.00 

16.00 

Lockout in the fac¬ 
tory of M/s. U.P. 
Glass since Feb. 1975 

3. Glass Shells 

M. Pcs. 

7 

170 

142.5 

7 

170 

143.00 


4. Vgcuum Flasks 

M 

3 

4.5 

5.7 

3 

4.5 

6.0 

_ 

5. Laboratory Glass¬ 
wares 

■ASTON BOOMOHISr 

Tonnes 

1 

7,200 

2,071 

1099 

1 

7,200 

1,800 

The factory was clo¬ 
sed for repairs of 
furnace. 

• — Contd. 
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1 . 

Oxygen Gas 

Million 

64 

CHEMICALS 
85.167 60.558 

76 

92.844 

60.00 

44.563* ! 

2. 

Diss >lved Ac-: ylene 

Cu. Mts. 

>/ 

42 

14.419 

5.70 

42 

14.419 

7.00 

5.128* 

3. 

Calcium Carbide 

Tonnes 

5 

73,700 

70,200 

6 

88,550 

75,000 

One unit has gone 

4. 

Aluminium 

Tonnes 

2 

2,400 

2,872 

3 

4,040 

2.800 

in production. 

A new unit has gone 


only for trial pro¬ 
duction from July. 
1975. Hence there 
is small increase of 
production. 


5. Synthetic Cryolite 

it 

5 

5,490 

4,641 

6 

6,990 

4,900 Slight increase as 








per demand. 

6. Borax and Boric Acid 


f 17,000 

12,631 

1 

17.000 

12,000 It was low due to non 



1 

< 




availability of raw 




L 3,000 

2,219 


3,000 

2,000 materials in times. 








Factory was closed 








for a number of times. 

7. Potassium Chlorate 

it 

3 

6,174 

5,517 

4 

7.999 

5,800 A new unit has gone 








in production from 







900 

July, 1975. 

8. Red Phosphorus 

it 

1 

480 

242 

2 

600 

9. Industrial Explosives Tonnes 

. 2 

43,000 

37.000 

2 

43,000 

47,000 34,813* 

10. Calcined Petroleum 

Tonnes 

3 

1,26,000 

94,179 

3 

1,26,000 

98,476 — 

Coke 








11. Calcined Anthracite 

Tonnes 

1 

4,000 

Nil 

1 

4,000 

Nil — 

Coal 








12. Formaldehyde 

M.T. 

8 

69,300 

31,057 

9 

99,700 

25,500 — 

13. Carbon Black 

Tonnes 

2 

71,700 

51,284 

■y 

a* 

71,700 

415 ** 





SALT 




1. Salt 

Thousand 

284 

10,000.00 

5912.9 

230 

10,000.00 

7225.0 The number of units 


Metric 






have reduced owing 


Tonnes 






to grouping of units. 




NEWSPRINT 




1. Newsprint 

Tonnes 

1 

37,500 

54,004 

l 

67,500 

54,000 f 




PAPER AND PAPER BOARD 



1. Paper & Paper 

Lakh 

68 

9.92 

8.37 

74 

10.40 

8.50 There is only a mar¬ 

Board 

Tonnes 






ginal increase in 








production. 




MISCELLANEOUS INDUSTRIES 



1. Starch 

M.T. 

9 

1,68,600 

89,782 

9 

1,68.600 

75,000 

2. Liquid Glucose 

9% 

7 

80,000 

24,413 

7 

80,000 

23,000 

3. Dextrose 

f 9 

2 

30.600 

10,037 

2 

30,600 

11,500 

4. Enzymes 

$9 

1 

7,300 

500 

1 

7,300 

300 

5. Cigarettes 

M. Pcs. 

16 

67.408 

65,874 

17 

72,088 

59,674 

6. Guar Gum 

M.T. 

5 

26,100 

16,309 

5 

26.100 

17,075 

7. Sorbitol & Mannitol 

M.T. 

1 

2,250 

1,131 

l 

2,250 

1.261 

8. Filter Rods for 

M.Pcs. 

2 

1,800 

1,626 

3 

2,700 

1,721 

Cigarettes 

9. Solvent Extracted Oil M.T. 

113 

25,306 

90,000 

126 

28,31,600 

1,00,000 




Lakh tonnes 

tonnes 


in terms of 





in terms of 



oil cakes/ 





oil cakes/rice bran. 


rice bran. 



•Actual production upto September, 1975 •• January to November, 1975 

tThe mills achieved a production of 31,336 MT of newsprint upto 31-10-74. The production in the current year up to 
30-10-75 has been 29718 MT. The production was less by 1518 MT during the current year upto 31-10-1975 as compared 
to the corresponding period of the previous year on account of the following reasons : (i) Production suffered to a great 
extent due to the shortage in steam supply from the MPEB Chandni Power Station on accout of reported bad quality 
for oil r;s:ived by them and also ducto power trippings/voltage dips from the MPEB power grid, (ii) Production 
suffered also due to teething troubles with the newly commissioned Bomboo Sulphate and Cold Soda plants and due 
to serious defects and deficiencies of the equipments supplied by M/s. Utkal Machinery Ltd. in these plants. 
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Keep In step with the 1 
latest trends. 

In exciting Jiyajee suitings. 
Created specially for _ 
fashionable people like you. 

It is available in tempting 
colours and unique designs. 
Crease-free and carefree. 1 

Jiyajee helps make 
the good times 
In your life even better. 



gmr_ 
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(Regd. Office : Blrlagram, Nagda, M. P.) 


HELPS 


To move the wheels ol textile industry all over India 
Thus saving enormous foreign exchange 
Much needed for National Development. 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE FORESTS 
ENCOURAGE AFFORESTATION. 


"He that planteth a tree is a servant of God. He provideth kindness for many 
generations and faces that have not seen him shall bless him." 


Gram : "WOODPULP" Calicut Phone : 73973-74. Calicut 

Telex : 084 - 216 51 and 52 Mavoor 
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Revival of the Simla spirit 

After more top n four yean, the clouds which had shrouded Indo-Pak rela¬ 
tionship have now slowly thinned away. The recent decision of both the 
countries to restore rail, road and air links, and to exchange ambassadors 
revived memories of the historic meeting between the prime ministers of both 
the countries at Simla where anew spirit of friendship and amity had prevailed. 
Perhaps it was unnecessary at this stage to go into the reasons of the long delay 
in the revival of the Simla spirit. Let us hope that the process of normalisa¬ 
tion of relations between the two countries will be carried forward so as to 
increase the flow of men and materials across the border and renew the cultural 
and economic ties which had been snapped in the wake of the Bangladesh con¬ 
flict. 

A major irritant had been Pakistan’s refusal to withdraw its complaint to 
the International Civil Aviation Organization (ICAO) regarding this country’s 
denial to it of the right to overfly its territory. It may be recalled that our 
government had no option but to take this extreme step after the hijacking of 
an Indian Airlines Fokker and its destruction at the Lahore airport by the 
hijackers in a ceremonial manner. In fact, this country had lodged a counter¬ 
complaint with the ICAO claiming compensation from Pakistan for the plane 
which had been hijacked and destroyed. With the simultaneous withdrawal of 
the complaints by both the countries and the restoration of links, it is now 
anticipated that a new era of “durable peace” may ensue leading to increased 
trade benefiting the economies of both the countries. 

The essence of the Simla agreement was the realisation by both the coun¬ 
tries that all problems could best be settled bilaterally and that a third party 
could hardly be useful in this regard. The three-day face-to-face discussions at 
Islamabad between Mr Jagat Mehta and Mr Aga Shahi, Foreign secretaries of 
India and Pakistan respectively, proved fruitful also because the governments 
of the two countries were psychologically tuned to the restoration of normal 
relations. Time is a great healer of wounds and what happened in 1971 has 
now receded to the lower layers of the human consciousness. The government 
in Pakistan was, in all probability, waiting for a point of time when it could 
extend to India its hand of friendship without raising a storm at home. With 
Pakistan’s economy doing moderately well and political discontent at a low ebb, 
the moment of honouring the pledge made at Simla had arrived—and Mr Bhutto 
nodded his head to record his assent. 

There is a feeling in our country that the long delay in the normalisation 
of relations between the two countries is due to Pakistan's anxiety to re-arm 
itself so as to make up for the losses sustained in the Bangladesh war. While 
this country proved both in 1965 and 1971 that it had no ambition to ann^r 
any of Pakistan's territory and it promptly returned all areas seized in both 
these conflicts, Pakistan’s refusal to have faith in Lidia was indeed regrettable. 
Id fact, our government has repeatedly offered to sign a no-war pact with 
Pakistan and it is the government in Islamabad which has refused to enter into 
such an arrangement. Be that as it may, this country does not want a weak 
Pakistan which again could be a threat to the peace of the sub-continent. In 
the new atmosphere of good neighbouriiness, the two countries had better take 
such economic, cultural and scientific measures as would enrich the lives of the 
peoples of the two countries. 

Not unexpectedly, the trading communities (of both the countries) see in 



the new agreement a fresh hope of 
hastening the pace of exchanging goods 
and services between the two countries. 
The economies of the two countries are 
complementary and can be of con¬ 
siderable benefit to each other. 
Pakistan is in need of many of the 
manufactured goods which it can 
have cheap and easily from India; 
similarly, our country can also import 
a number of commodities from Pakis¬ 
tan obviating unnecessary delay due to 
impprts from far off lands. It is high 
time that the Commerce ministries of 
the two countries work out a program¬ 
me of consultation expeditiously and 
draw up a trade plan which raises pro¬ 
duction levels and generates employ¬ 


ment opportunities in both the 
countries. Given the necessary good¬ 
will, this task should not prove diffi¬ 
cult. 

This is not to deny the fact that 
negative forces operating for more than 
a decade in Pakistan have spread ill 
will and hatred against India. The 
publicity media particularly will have 
to play a dynamic role in rooting out 
all the poison which has been injected 
into the minds of the people. By and 
large, the press as well as the radio in 
our country has operated in a responsible 
manner. It is the Pakistan government 
which will have to be vigilant in con¬ 
trolling the activities of the fire-eaters 
of the press in that country. 


Is it time to review 

credit policy ? 


The Reserve Bank’s decision to conti¬ 
nue the credit policy adumbrated in 
1974 without any major change and 
even with a stiffening of the proce¬ 
dures for securing refinance facilities by 
the scheduled commercial banks has 
been taken after the Governor had 
discussions with the chief executives 
of major nationalised banks. It is 
probably felt that nothing more can be 
done nor is it desirable in respect of a 
lowering of lending rates by member 
banks and that creation of credit by 
Reserve Bank should be restricted as 
far as possible by indirectly compelling 
the scheduled commercial banks to 
utilise a larger proportion of their own 
funds for expanding food credit and 
extending loans to borrowers in the 
priority sectors. With an increase in 
wholesale prices in April by 2.4 per 
cent and the necessity to regulate the 
flow of credit sectorally for productive 
purposes, there has to be no relaxation 
of the curbs on fresh lending to indus¬ 
try and trade. 

There can be no quarrel over the 
decision to have effective credit plan¬ 


ning and control the maintenance of 
inventories by industrial units in the 
public and private sectors. The new 
attempt to introduce quarterly credit 
planning and call for data every month 
regarding the sectoral flow of funds 
should certainly be helpful in bringing 
about a better disposition of available 
resources and extension of credit to 
deserving borrowers in need. The as¬ 
surance has also been given that credit 
will not be denied for boosting produc¬ 
tion in the agricultural and industrial 
sectors. But the trouble has arisen 
over the interpretation of data and a 
proper understanding of the factors 
that have been responsible for a faster 
growth in non-food credit latterly. 

The intensification of procurement 
operations by the Food Corporation 
and the other state agencies, have also 
been responsible for the immobilisation 
of sizeable funds in buffer stock and 
if the latest reports are any guide a 
continuing rise under this head may 
result ultimately in food credit alone 
accounting for as much, as IS per cent 
of aggregate advances. The support 

m 


operations in respect of groundnut and 
the monopoly procurement schemes 
relating to cotton should also have 
resulted in a significant increase in ad¬ 
vances. As there has also been an 
increase in inventories of imported 
steel, non-ferrous metals and fertilisers 
due to heavy purchases and an increase 
in internal production, a carefbl stu¬ 
dy has to be made of the character of 
increase in advances and find out whe¬ 
ther recessionary trends in tyre, auto¬ 
mobile and textile industries and increase 
in the output of the power-intensive 
industries with a larger supply of elec¬ 
tricity have also resulted in increased 
inventories of finished goods with 
the trading corporations and the indus¬ 
trial units concerned. 

The new procedure for collecting 
data regarding the sectoral flow of 
funds should be helpful in analysing 
more clearly the factors that brought 
aboutan unusual demand for funds even 
with a fairly stable level of prices and a 
strict application of the norms laid 
down by the Tandon Committee. 

buyers’ market 

It will not however be incorrect to say 
that there is no great anxiety on the 
part of borrowers to maintain inven¬ 
tory as the emergence of buyers’ mar¬ 
ket conditions and the downward 
trends in the prices of imported items 
have discouraged building up of stoc¬ 
ks, especially as profit margins have 
been seriously eroded by rigidity in 
costs, higher electricity charges and a 
heavy interest burden. There is natu¬ 
rally disappointment in industrial 
circles over the decision of the Reserve 
Bank to continue the dear money 
policy. The monetary authorities may 
not perhaps be immediately prepared 
to reduce the Bank rate. There is no 
reason why there cannot be a further 
decline in lending rates particularly 
as the working results of major natio¬ 
nalised banks for 1975 indicate that 
net earnings have been quite flattering 
and it has been possible for many 
institutions to strengthen considerably 
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inner reserves and transfer larger 
. amounts also to published reserves after 
making available a larger share of the 
surplus to the central government. 

The results of all banks for the past 
year ate not available but there is 
ample evidence to suggest that the new 
offices opened since nationalisation of 
major banks have started functioning 
on a profitable basis. In some instances, 
they have been useful in mobilising 
more than 25 per cent of the aggregate 
deposits. It has also been claimed that 
the credit-deposit ratio of rural banks 
has improved substantially and some 
banks have succeeded in having a ratio 
even in excess of 100 per cent, necessi¬ 
tating the flow of funds from the urban 
to rural areas. It was complained not 
long ago that a low credit-deposit ratio 
of branches in the interior areas was 
resulting in an outflow of funds to the 
urban areas with its consequent debili¬ 
tating effects on the rural economy. As 
full use for available funds is assured 
and there is also an upsurge in deposits 
it should be re-examined how lending 
rates can be reduced and borrowing 
for essential purposes made less costly. 

high profitability 

A rough analysis shows that even 
with a record growth in deposits in 

1975 the ratio of gross income to ag¬ 
gregate deposits has tended to increase 
rather than decline. In view of the 
fact that there has been no proportion¬ 
ate, increase in working expenses and, 
indeed savings in some directions with 
a reduction in bonus to employees and 
no increase in dearness allowances, the 
profitability of working of banks in 

1976 will be high with its detrimental 
effects on the ability of borrowers to 
service their obligations. Even a reduc¬ 
tion of one per cent in average lending 
rates can be afforded by many institu¬ 
tions and there is ample evidence to 
show that interest burden has increased 
inordinately on industrial units. Many 
have suffered a sharp decline in net 
earning s after depreciation and interest 
charges even with an increase in the 


turnover. This aspect of file question 
has therefore to be carefully examined 
and redress should be given to borro¬ 
wers wherever possible, keeping an 
effective check all the time on file quan¬ 
tum of credit made available to them. 

The experience of the last busy 
season has not been exciting as no 
unusual developments were witnessed 
even during February and March. A 
big increase in deposits of the schedul¬ 
ed commercial banks between October 
31, 1975 and April 30, 1976 by 

Rs 1,217.68 crores to Rs 14,388.91 
crores greatly facilitated the operations, 
and borrowings from the central bank¬ 
ing institution by these banks had to be 
resorted to mainly for financing pro¬ 
curement purchases of the Food Cor¬ 
poration of India and other agencies. 
The increase in deposits in 1974-75 
busy season was only Rs 762.48 crores. 
It is true that the expansion of credit 
in 1975-76 busy season was on an 
unprecedented scale, aggregrate ad¬ 
vances rising by Rs 1,758.09 crores to 
Rs 11,058.67 crores, as against only 
Rs 971.48 crores in the previous 
season. But the big rise in the six 
months ended April 1976 was mainly 


doe to the spurt in food credit to 
Rs 1,615.42 crores from Rs 741.14 
crores or Rs 874.28 crores against 
only Rs 342.83 crores in 1974-75. The 
increase in non-food credit also was 
greater at Rs 883.81 crores against 
Rs 628.65 crores. But, as stated earlier, 
the bulge was due to an accumulation 
of stocks of finished goods with some 
industries and larger imports and there 
were no attempts to build up invento¬ 
ries. The borrowing from the Reserve 
Bank rose substantially by Rs 627.44 
crores against Rs 277.32 crores. Allow¬ 
ing for the spurt in the last week of 
the season of about Rs 150 crores for 
technical reasons, the net increase in 
borrowing in 1975-76 was only Rs477 
crores. But for the heavy expansion 
of food credit, which cannot be'con¬ 
sidered undesirable in any sense, banks 
would have had a problem of lending 
their resources. 

The outlook for the slack season can 
be considered quite encouraging. It 
can be safely expected that fresh ad¬ 
ditions to deposits will be over Rs 1500 
crores and even with an increase in 
advances by Rs 1,000 crores including 
procurement credit of an additional 
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Thus Indian stakes in Burma’s rice trade are 
high. But it was not only a question of profit- 
making that led the former rice merchants 
clamour for a return to the pre-war days once 
Burma had been reconquered. They alone had 
the specialist knowledge and the willingness to 
work to rehabilitate Burmese rice economy, 
severely dislocated by the war. The Burma 
government itself anxious to rehabilitate the 
rice industry, recognized the great part the 
Indian rice merchants in Burma could play in 
that connection. Mr Odell, Chairman of the 
Agricultural Projects Board, which was set up 
to be in sole charge of the reconstruction of 
this, Burma’s premier industry, in a letter to 


the Burma—Indian Chamber of Commerce, in 
August last recognized that the Board was very 
conscious of the extent to which it will require 
to evoke the goodwill and cooperation of the 
members of tho Burma Indian community 
whose experience and interest are so considera¬ 
bly linked up with the BoanTsactivities. The 
letter also held out the assurance that "the 
declared aim of the project is a return to the 
normalities of competitive business as soon as 
this is feasible and the controls which it is 
proposed to assume are designed only to ensure 
that this returning is achieved smoothly and 
with fairness to all interests normally partici¬ 
pating 1 '. 
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Rs 700 crores, banks will not have 
any difficulty in lending good support 
to the borrowing programme of the 
central and state governments and 
public bodies. It will of course not be 
possible to reduce borrowing from the 
Reserve Bank significantly. Indeed 
these may tend to rise in the coming 
months and it may be feasible 
to reduce them to the level of 


“Thf. jure industry today stands face 
to face with ruin’', said the Indian Jute 
Mills Association (LIMA) in a press 
note issued on May 7, 1976. Only 
three weeks earlier, the government had 
set up a Jute Manufactures Develop¬ 
ment Council in order to ensure the 
orderly growth of the industry. But 
the fact that so soon after the formation 
of the Council, the IJMA should speak 
of the prospect of the industry being 
ruined seems to show that it has no 
confidence in the ability of the Council 
to tackle its major problems. There 
has been recently a great deal of 
talk of preventive maasures being 
taken to avoid the sickness of indus¬ 
trial units. It has been suggested that 
the banks and the other financial insti¬ 
tutions should give warning signals of 
the impending sickness of an industry 
so that timely and appropriate action 
can be taken by the authorities- This 
seems to be a sensible suggestion. 

The jute industry had been sounding 
its warning signals for the past several 
years. The industry has been carry¬ 
ing and financing “an unjustifiably 
heavy goods inventory with high-cost 
credit”. The DMA’s press note said: 
“A situation such as this would not 
have arisen at all had the industry’s 
warning about the developing raw jute 
shortage and a supply-demand imba¬ 
lance of jute goods been heeded. That 
much of the industry’s output would be 
unsaleable had been forecast long 
time back. Should the industry con- 


April, in later months with a tapering 
off of procurement purchases and 
an assertion of slack season trends, 
in view of improving profitability of 
banks and the oppressive burden of 
interest rates, there should be no 
hesitation to reorientate the structure 
of lending rates when the Reserve 
Bank will be reviewing again the credit 
situation by the end of June. 


tinue its present volume of output, 
despite the deepening demand reces¬ 
sion, there is every possibility of a 
monthly accretion to stocks of the 
order of 10,000 tonnes. The clear over¬ 
production of jute goods in the context 
of the approaching jute famine would 
be nothing short of suicide by the 
industry”. That the industry is not at 
all exaggerating will be clear from the 
fact that ten mills have already closed. 

a major point 

Mr B.G. Bangur, the chairman of 
the IJMA and other leaders of the 
industry, including Mr S.S. Kanoria, 
a former president of the Federation of 
Indian Chambers of Commerce and 
Industry, addressed a press conference 
in Calcutta on May 7, 1976 at which 
they described the plight of the industry 
and urged for immediate action by the 
government. A major point emphasised 
by them was the acute shortage of 
credit. Mr Bangur said that the 
industry was virtually “starved of 
finance” and that against its current 
need of about Rs 200 crores, the 
finance it actually got seldom exceeded 
Rs 100 crores. He added that the 
“very high interest rates in addition 
to stiff margins on bank credit are 
proving most unhelpful”. 

What has the Reserve Bank got to 
say about this complaint? Mr K.R. 
Puri, Governor of the Reserve Bank, 
has been saying that credit will always 


be provided for productive purposes. 
Similar statements have also been made 
by Mr C. Subramaniam, the union 
Finance minister, and Mr Prana b 
MuJcherjee, the minister of state for 
Revenue and Banking. It is significant 
that the Bose-Mullick Committee is 
also reported to have concluded that a 
severe shortage of working capital Is 
the main reason for many jute mitls 
falling sick. The government of India 
should take immediate action to 
provide the industry with adequate 
credit lest the situation should aggra¬ 
vate in the coming weeks. 

unrealistic demand 

Mr S.S. Kanoria told the press 
conference that if the jute industry 
was given facilities similar to those 
enjoyed by the cotton textile, sugar and 
a few engineering industries, it would 
be possible to recapture its lost market. 
But the problems and prospects of the 
jute industry are quite different from 
those of others and therefore it seems 
unrealistic to ask for the same kind of 
incentives. The government however 
should sympathetically examine the 
industry’s case for suitable assistance 
in view of the increasing competition 
from synthetics and from Dacca. 
Meanwhile, New Delhi should modify 
its purchase policy so that the industry 
will be able to recoup some of the 
losses it incurs on its sales in foreign 
markets. 

For the past many years, the indus¬ 
try has been complaining about the 
unremunerative prices it has been 
offered by the Directorate General of 
Supplies and Disposals (DGS&D). 
It is estimated to have lost, Rs 21 
crores on its sale of B-Twill bags 
between 1970 and 1974 because the 
price paid was not only much below 
the ruling market levels but was also 
inadequate to cover the cost of produc¬ 
tion. The IJMA’s press note of May 7 
said: “The DGS&D, to take advantage 
of the lower market price at the time, 
failed to lift as much as 28,000 tonnes 
out of the 80,000 tonnes of sacking 
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bags it bad agreed to bay from the 
industry daring May-September 1975 
at a negotiated price. The industiy was 
thereby put to a severe financial loss 
as its production had already been 
geared up to meet the government’s 
requirement, in addition to the feet 
that the failure to lift the-stipulated 
quantity at the bright time had a 
severe depressive effect on prices. The 
purchasing policy currently being 
pursued by the DGS&D is more 
damaging. It has been floating spot 
tenders without mentioning quantity 
and often does not make the pur* 
chases after receiving offers from 
mills. This practice inevitably encoura¬ 
ges speculative activities, causing 
sudden and temporary rise and fall of 
the market. Distress sales by mills arc 
very common these days. Occasions 
therefore arise when the DGS&D 
tries to cash in by lifting a great deal 
more goods than asked for in the 
tender”. 

If what the IJMA says is true, 
it is really a serious matter. The 
DGS&D is expected to implement its 
purchase policy in such a way that 
while getting the supplies at fair prices 
it does not harm the interests of 
industries or encourage speculative 
activities. 

disturbing dovslopmsnt 

Another disturbing development has 
been the increasing popularity of 
synthetic bags for packing purposes in 
India. The Food Corporation of India 
is said to be considering the adoption 
of bulk methods of handling and 
storage of foodgrains. Fertiliser manu¬ 
facturers have been resorting to the 
use of synthetic bags. "The fact 
remains”, says the IJMA, “that 
synthetics have already cut deep into 
jute's preserves and the threat to this 
natural fibre in the Indian internal 
market is real indeed”. But has the 
industry examined in what manner it 
can meet the challenge from synthetics 
in the domestic markets? The IJMA’s 


press note referred to the undermining confidence by proclaiming publicly that 
of the confidence of overseas con- the industry is standing "face to face 
sumers. But will not the DMA itself with ruin” and that it is heading 
be unwittingly adding to this loss of towards “suicide”? 

Consumption credit 

for weaker sections 

THE Expert Committee on Consump- resort to the local money-lender who 


tion Credit set up in March by the 
government of India under the chair¬ 
manship of Mr B. Sivaraman, Member, 
Planning Commission, to study the 
impact of debt redemption on landless 
labour and marginal farmers and sug¬ 
gest the agencies which could substi¬ 
tute the village money-lender, has sub¬ 
mitted its report with remarkable ex¬ 
pedition. 

Until recently (before debt relief 
measures were taken by the govern¬ 
ment) consumption credit requirements 
of the landless poor or even those 
with tangible security were met by the 
village money-lender or the rich peas¬ 
ant. Financial institutions did not 
encourage loans for consumption pur¬ 
poses mainly because they did not 
have the requisite infrastructure for 
the recovery of such loans. While 
credit was to be advanced in lumpsum, 
recovery had to be in instalments over 
a period. Even primary agricultural 
credit societies did not provide loans 
for such purposes as funerals, marriag¬ 
es or other social obligations. Com¬ 
mercial banks, when they started ope¬ 
rations in a limited way in the rural 
areas, were not normally supposed to 
provide consumption credit. State 
governments off and on did provide tac- 
cavi loans in certain circumstances such 
as natural calamities, but these were 
generally granted for the purposes of 
improvement of land or agricultural 
practices. These loans, in any case, 
left out altogether the agricultural 
labourer or the village artisan. The 
villagers in all eventualities had to 


was always ready to extend money on 
his own terms. 

These terms however were not only 
usurious but generally rapacious. Out 
of the Rs 340 crores, estimated by the 
expert committee, as outstanding* with 
the lend less and the marginal farmer, 
not even half that amount could be 
termed as genuine borrowing as the 
money-lender had never allowed his 
capital to be shown as paid. 

One of the 20 points of the prime 
minister's economic programme con¬ 
cerns the amelioration of the lot of 
the rural poor and freeing them from 
the burden of unjust debts accumu¬ 
lated over the generations. The guide¬ 
lines issued to the state governments 
to discharge the debts of the landless 
and the marginal farmers and scaling 
down the loans incurred by farmers 
holding 2.5 to 5 acres of land could 
not be effected without due process of 
legislation. The state governments 
had, therefore, to order a moratorium 
on recovery of these debts. Though 
a laudable step, this measure dried up 
all sources of credit to farm labo¬ 
urers as well as the marginal farmers 
with / jnsequent hardships to this 
section of the rural community. 

On the basis of the All-India Debt 
and Investment Survey conducted in 
1971-72, the Sivaraman Committee 
has calculated that the landless and 
those holding up to 0.50 acre required 
consumption loans amounting to 
Rs 340 crores and the requirements 
of the people with holdings above 0.50 
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acre and up to 5 acres would be an¬ 
other Rs 250 crores. The Sivaraman 
Committee considered these amounts 
inflated, and estimated the amount that 
would be required for meeting the 
consumption needs for the first 
category (the landless and those owning 
up to 0.5 acre of land) at Rs 170 crores, 
and households owning land above 
0.50 acre and up to 5 acres would be 
requiring Rs 125 crores as consumption 
credit instead of Rs 250 crores calculat¬ 
ed by the Debt and Investment Com¬ 
mittee. The committee did not recom¬ 
mend any measures to cater for the 
needs of this second category but felt 
that this class of borrowers could be 
taken care of by production credit 
available to them though commercial 
& co-operative banks which had an 
inbuilt element of consumption credit. 

below poverty line 

There is no doubt that, in percent¬ 
age terms* rural poverty has diminished 
over the years. Yet with escalating 
population the number of people 
living below the poverty line has at 
the same time increased. The landless 
need loans during lean periods for 
food and clothing. The subsistence 
farmers as well as tenant farmers also 
require credit at this time which they 
repay, in cash or kind, after harvest¬ 
ing. Both those categories are also 
in need of money when illness overtakes 
a member of the family and for fune¬ 
ral or marriage purposes. These loan 
requirements, by their very nature, 
cannot on most occasions await for¬ 
malities such as sanctions from the 
headquarters of the credit institutions. 
The money-lender was available on all 
days and at alt hours of the day. The 
system that will replace the money 
lender too should be capable of work¬ 
ing with extra expedition and minimum 
of formalities. 

The Sivaraman committee has come 
to the conclusion that there are mainly 
two agencies which can cater for such 
exigencies and these are the primary 
agricultural credit societies which can 
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disburse up to Rs 70 crores, constituted 
as they are at the present, and the 
other Rs 100 crores of the require¬ 
ments can be apportioned to the 
revenue and other administrative 
departments by the respective state 
governments for disbursement. As 
for the tribal areas, the committee be¬ 
lieves that the network of strong and 
viable Large-sized Multi-purpose Co¬ 
operative Societies (LAMPS), recom¬ 
mended by the expert committee 
(Bawa Committee) set up by the 
government of India should be estab¬ 
lished. It feels that the system of fair 
price shops which sell food articles, 
salt, oil, clothes etc in exchange of 
minor forest produce should for the 
moment help these tribals till the 
multipurpose cooperatives envisaged 
by the Bawa Committee are widely 
established. 

The main emphasis of the Sivaram¬ 
an committee is on the strengthening 
of the primary co-operative structure. 
It has advised the state governments 
to take measures within two months 
to reorganise these cooperatives into 
viable units and arrange that these 
societies have whole-time secretaries 
or directors to conduct their affairs in 
a systematic manner. The committee 
suggests that only those societies that 
have this facility should be entrusted 
with the job of dispensing credit. 

strengthening cooperatives 

During the last two years the state 
governments have taken various steps 
to strengthen the co-operative move¬ 
ments at the base level. These societies 
need an overhaul not only for pur¬ 
veying credit but also for the pro¬ 
motion of the general well-being of 
rural India. To the extent state govern¬ 
ments are successful in organising the 
cooperative structure, to that extent 
will they be able to implement the 
policy decisions in favour of weaker 
sections of the village population 
taken by the central government. 

However, considering the co-opera¬ 
tive societies as they are at present run, 

ino 

■-C 


the Sivaraman committee's hopes of 
their being effective media for the 
purveying credit to the weaker sections 
seems to be sanguine. These co-opera¬ 
tives are at the moment under the 
thumb of the very people that they are 
intended to liquidate or replace. Rich 
peasants, money lenders in various 
garbs and local revenue officials have 
joined hands in effectively controlling 
these cooperatives and running them 
for their own benefit. Unless the 
whole cooperative system is overhauled 
to keep these predatory elements out, 
it will be difficult to reach the required 
credit into the hands of those for 
whom it is meant. 

univaraal membership 

The Reserve Bank has done well in 
advocating universal membership of 
co-operatives so that all those who 
require credit, be it for consumption 
purposes or production, could join 
them and avail themselves of their 
facilities. Very recently the Reserve 
Bank has allowed central co-operative 
banks all over the country to advance 
loans within certain limits to individuals 
against gold and silver ornaments. This 
will benefit mainly that category whom 
the Sivaraman committee has kept out 
of the purview of consumption loans. 
This category which owns between 0.5 
and 5 acres of land can muster some 
ornaments for pledging against consump¬ 
tion loans. 

Obviously much organisational work 
remains to be done before the weaker 
sections of our rural population are 
really freed from the clutches of the 
money-lenders. This is true particularly 
of the tribal areas, where the ,Sivara- 
man committee itself has admitted 
interest rates range from 100 to 300 
per cent. In the absence of die 
alternative institutional arrangements 
these wily money-lenders in their in¬ 
imitable ways will enter the field again 
and frustrate government attempts at 
the amelioration of the condition of the 
rural population and the regeneration 
of the village economy. 

may 21,1976 



Declining demand for paper 


Moving the Finance Bill for taxation 
proposals for 1976-77, the Finance 
minister, Mr C. Subramaniam, announ¬ 
ced a relief of Rs. 3.65 crones in the 
form of reduced duty from 25 per cent 
to 15 per cent on certain varieties of 
creamlaid and creamwove paper not 
exceeding 65 grams per sq metre. This 
concession will only partially cheer 
the industry, because 1976 was hardly 
the year for the imposition of increased 
rates of duty on paper. Even before 
this increase in duty proposed in the 
budget for 1976-77, the paper industry 
was experiencing a crisis of demand 
recession. The burden of accumulated 
stocks due to falling demand was so 
large on some of the mills that they 
were forced to unload their products 
in the market at discount rates. The 
proposed imposition of ad valorem 
rates of excise replacing the specific 
duty has threatened to increase the 
price for the common varieties of paper 
by as much as Rs 775 per tonne. The 
concession announced by the Finance 
minister, which applies to only a few 
varieties of paper, therefore, will not 
be sufficient to provide a cushion to 
the industry against the adverse effect 
of the overall increased rate of duly. 

The output of paper declined during 
1975 to 829,000 tonnes against 837,000 
tonnes a year before. This marginal 
decline in overall figures conceals the 
fact that there was a sharp fall of 15 
per cent in the production of wrapping 
and packaging paper and paper board 
from 325,000 tonnes in 1974 to 278,000 
tonnes in 1975, This shortfall was 
apparently caused by a decline in the 
demand for packaging paper and paper 
board because several consumers had 
shifted to alternate packaging materials. 
For instance, cigarette manufacturers 
have turned to substitutes instead of us¬ 
ing duplex paper. Even the garments 
industry seemed to prefer polythene 
covers instead of craft paper for pack¬ 


aging. Several other consumers of 
paper board such as pharmaceutical 
industry and automobile ancillary 
industry have reduced their consump¬ 
tion of packing paper. 

During the recent meetings of the 
Development Council for Paper, Pulp 
and Allied Industries, the industry had 
proposed to achieve a target of 900,000 
tonnes during 1975. A detailed study 
of the working of the paper mills dur¬ 
ing the year reveals that a majority of 
the mills producing writing and print¬ 
ing paper had achieved a capacity utili¬ 
sation of 80 to 85 per cent and some of 
them went up to 90 per cent, which is 
optimum for this industry. Only some 
of the small mills recorded a fall in 
capacity utilisation. The net result, 
however, was that the output of print¬ 
ing and writing paper during the year 
1975 crossed the 500,000 tonne mark as 
against an output of 482,000 tonnes 
during 1974. Evidently, the industry 
has tried to resist the adverse impact of 
the current reduction in demand by 
increasing inventories. As soon as 
signs of a revival in demand appear, 
the industry is capable of adding ano¬ 
ther 20,000 tonnes without much diffi¬ 
culty. Consequently, the case of the 
industry in favour of complete removal 
of additions to the excise duty needs to 
to considered again. 

The installed capacity for paper and 
paper boards* which is around 1.10 
million tonnes per year is likely to go 
up to nearly 1.25 million tonnes by the 
end of 1978-79. This does not include 
those schemes which are making pro¬ 
gress but are not likely to start produc¬ 
tion by 1978-79. Assuming an optimum 
utilisation of 85 per cent for the indus¬ 
try as a whole, the output in 1978-79 
from an envisaged 1.25 million tonnes 
might be of the order of one million 
tonnes. In other words the existing 
capacity and the additional capacity in 
the pipeline would just be able to meet 
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the domestic demand. This, however, 
is considerably lower than the output 
recommended by the task force set 
up by the Planning Commission which 
had projected the demand for paper 
and paper boards at 1.33 million tonnes 
by 1978-79. 

development council 

This is a situation which demands 
great caution. Evidently a scaling down 
of paper consumption is a retrogressive 
step because every increase in the use 
of paper signifies an improvement in 
the fields of communication and edu¬ 
cation. The constitution of a sub¬ 
committee by the Development Council 
for Paper and Allied Industries to 
assess the causes for under-utilisation 
of capacity by various paper mills is 
likely to yield some useful evidence. 

It can be argued that the paper 
manufacturers should try to improve 
their efficiency of operations and 
achieve a reduction in cost of produo* 
tion. In actual practice, however, the 
cost of production of the newly esta¬ 
blished units, or those that are now 
in the process of being set up, is 
showing a rising trend due to the in 
creased cost of equipment. Under these 
circumstances, this country to should 
try to avoid a situation, where a spurt 
in demand for paper may again revive 
the era of shortages of paper. It would 
therefore, be advisable to take such 
measures as would ensure the establish¬ 
ment of new units to yield a rise in the 
annual installed capacity of seven to 
nine per cent. 

It is significant to add that paper and 
pulp industry has largely relied upon 
imported know-how and not much 
work has been done in solving the pro¬ 
blems of technological nature as they 
emerge in the working of the industry. 
The new processes and plants based 
on imported know-how are not always 
suitable to conditions and raw materials 
in our own country. The establishment 
of the proposed paper and pulp resea¬ 
rch institute should be accelerated. 
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R. C, Ummat 

Second thoughts on power programme 
Coal exports • Fiscal concessions 


THE current significantly eased power 
situation in the country is understood 
to have induced some rethinking in the 
Planning Commission on the financial 
allocations for the future power dcve- 
lopment programmes. An indication 
of this is available from the current 
year’s performance budgeting of Bharat 
Heavy Electricals Limited. 

This one of the premier public sector 
undertakings registered a very impres¬ 
sive increase in its turnover during 
1975-76 when it produced equipment 
worth Rs 418 crores, as against Rs 312 
crores worth in the previous year. In 
physical terms, the equipment produced 
last year was capable of catering for the 
requirements of putting up 3,200 MW 
power generating capacity. The pre¬ 
vious year's output helped in installing 
2,500 MW capacity. The target of 
turnover for the current financial year 
has been scaled down, though modestly. 
It is envisaged to produce by March 
next year equipment worth Rs 405 
crores only, which would enable aug¬ 
mentation of the power generation 
capacity by 3,000 MW. 

some readjustments 

The Planning Commission seems to 
have been emboldened for effecting 
some readjustments in the future 
power programmes by two factors, 
namely; (i) better utilisation of the 
existing generation capacities, and (ii) 
stringency of financial resources. It is 
felt that a further steady improvement 
in the utilisation of the existing capa¬ 
cities will help in meeting the electricity 
needs of the country in the next 3-4 
yearn with the addition of a somewhat 


lower capacity than envisaged earlier. 
The financial resources thus released 
could be utilised more profitably in the 
other key sectors of the economy. 

Only time will show whether this 
expectation of the Planning Commission 
is justified or not. Two significant 
factors responsible for easing the power 
situation in the recent past have been 
good monsoons in the last two years 
and the requirements not growing at 
the anticipated rate because of the 
sluggishness in economic growth. 

uncertain factor 

The rainfall admittedly is an un¬ 
certain factor and if the current efforts 
at accelerating the growth of the 
economy succeed, power requirements, 
indeed, can be expected to grow at a 
faster rate than has been the case in the 
last two or three years. Another 
important factor that needs to be 
emphasised in this connection is that 
power is a basic infrastructure the plan¬ 
ning for which ought to be for marginal 
surpluses rather than marginal deficits. 
It is not yet clear how far this fact is 
being appreciated by the Planning 
Commission. 

The maintenance of a high priority 
for the development of power, there¬ 
fore, is necessary not only in the overall 
interests of the economy but also for 
utilising better the costly equipment 
manufacturing capacities set up in the 
country, mostly in the public sector 
itself under the aegis of BHEL. The 
current year’s production target of this 
undertaking will mean utilisation of 
only 80 to 85 per cent of the capacities 
at Hardwar, Bhopal and 'firuchy but 


■ only to the extent of about 30 per cent 
at Hyderabad. All the units have 
yielded significantly better results in 
the recent months. 

The orderbook of BHEL too does 
not make a very happy reading at 
present. At the end of the last financial 
year, the undertaking had orders worth 
about Rs 800 crores out of which orders 
worth about Rs 400 crores are expected 
to be cleared this year itself. Unless 
fresh orders are received in time, the 
operations of the various units, surely, 
can be expected to slow down fiirther 
considerably next year. 

•xport orders 

It, of course, is encouraging to note 
that to keep up the recently built tempo 
of production, the BHEL management 
is endeavouring to step up exports to 
the extent possible. As already reported 
in this column, it received recently an 
order from Malaysia for the export of 
boilers worth Rs 17 crores. Another 
tender for setting up a 230 MW 
thermal power station in Libya on 
turnkey basis, at a cost of about Rs 115 
crores, has been submitted recently. 
Efforts are also being made to secure 
some orders from Abu Dhabi, Dubai 
and Iran. If these efforts succeed, it is 
felt that export orders might be avail¬ 
able to the order of about Rs 250 
crores. This should stand in good 
stead in view of the domestic require¬ 
ments not going up as fast as envisaged 
at the time of drawing up the current 
five-year Plan. But still the placement 
of the fresh domestic orders on the 
undertaking cannot be over-emphasised 
if the remarkable improvement in its 
operations during the last two years 
has to be maintained. It is difficult to 
regain the momentum once it is lost. 

Significantly enough, BHEL’s profit 
before tax during 1975-76 amounted to 
approximately Rs 53 crores, as against 
Rs 48 crores in the previous year. This 
should suggest that the undertaking has 
been able to absorb fully the escalation 
in the cost of production. The sale 
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prices of equipment were maintained 
daring the last year. 

The ways and means position of 
BHEL, of course, is understood to 
have grown a bit more difficult. A sum 
of Rs 129 crores was due to it from its 
customers at the end of March last. Of 
this, arrears to the extent of only about 
Rs 40 crores fell within the customary 
realisation limit of 60 days. Among 
the major customers who owed sizeable 
amounts to BHEL at the end of March 
were included West Bengal and 
Gqjarat state electricity boards—Rs 16 
crores each—and the railways—Rs IS 
crores. 

• • 

A break-through in the export of 
coal to the west European market is 
stated to have been achieved this month 
with the signing in Brussels of a con¬ 
tract between the Minerals and Metals 
Trading Corporation (MMTC) and the 
Belgian-British Coal Company, Antwerp, 
on May 6. Two ship-loads of IS,000 
to 2S,000 tonnes each of non-coking 
coal meant for power generation arc to 
be supplied under this contract from 
the Paradip port starting in the next six 
to seven weeks. 

The contract has followed the recent 
visit to the European Economic Com¬ 
munity of a delegation from here con¬ 
sisting ofMrS.B. Lai, joint secretary, 
Department of Coal, and representatives 
of Coal India Limited and the MMTC. 
The delegation had held discussions 
with Pool des Calories, which is the 
single agency entrusted with the 
purchase and supply of coal, oil and gas 
to the Belgian power stations. Similar 
discussions were held by the delegation 
in Paris, Amsterdam, London and 
Dusseldorf. Samples of our coal had 
been sent earlier to the concerned con¬ 
sumers for analysis. This coal has been 
found to be quite acceptable to the 
power stations in western Europe 
because of its very low sulphur content 
which gives an added advantage to the 
west European consumers as it causes 
less pollution than coals being imported 
by them from other countries. 

The supplies envisaged nnder the 


above contract wffl be by way of trial 
shipment. Similar contracts ate proposed 
To* supplies of non-coking coal to the 
various other European countries. At 
present, the EEC countries are import¬ 
ing about 40 million tonnes of coal per 
annum, mainly from the United States, 
Poland, the Soviet Union, Australia and 
South Africa. In view of its increasing 
import requirements; the Community 
is said to be interested in diversifying 
the sources of its coal supplies. The 
Community undertakings are also 
stated to be prepared to participate in 
joint ventures in the coal industry of 
non-member countries. The govern¬ 
ment of India is understood to have 
already initiated talks with the EEC 
for financial and technical collaboration 
for the development of export-oriented 
mines and infrastructure facilities here. 
If these talks succeed, long-term 
arrangements for the supply of coal to 
the EEC are proposed to be made. 

Meanwhile, the minister for Energy, 
Mr K.C. Pant, has indicated that we 
will be able to export 1.5 million tonnes 
of coal this year—approximately 
800,000 tonnes to the noh-traditional 
markets such as the EEC, Japan, Egypt, 
Hong Kong, Taiwan and Singapore, 
and the remainder to the neighbouring 
countries of Nepal, Bangladesh and Sri 
Lanka. 

production target 

The current year’s coal production 
target has been fixed at 108 million 
tonnes, even though sizeable stocks 
have accumulated at the pitheads. 
Efforts are being made to stimulate 
demand. Coal India has set up five 
regional offices for this purpose. It is 
hoped that with a tempo of house cons¬ 
truction picking up, the demand for 
coal by cement factories and brick kilns 
would go up significantly. The accele¬ 
ration in the rate of economic growth 
currently being attempted too is anti¬ 
cipated to help in stimulating domestic 
demand. The major consumers are 
being prevailed upon to stock coal to 
the extent possible at their ends. 

Despite the fact that the existing 
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prices of coal dp pot provide for 
depreciation and return on capital, as 
recommended by the Chakravarty 
Committee, the ministry of Energy js 
not contemplating any increase in 
these prices. Efforts are being directed 
towards reducing cost of production 
and increasing productivity in the coal 
industry. 

• * 

Moving this year’s Finance Bill for 
consideration in the Lok Sabha on 
May 12, the union minister for 
Finance, Mr C. Subramaniam, revealed 
that the budgetary deficit of the centre 
during 1975-76, which had been esti¬ 
mated at Rs 490 crores while present¬ 
ing the current year's budget in March 
last, had actually turned out to be 
significantly lower—just around Rs 367 
crores. If allowance was made for a 
special borrowing of Rs 100 crores 
from the Reserve Bank of India not 
being utilised—this borrowing had 
been budgeted for the last year—the 
actual deficit during 1975-76 would 
have been merely Rs 20 crores more 
than the originally anticipated deficit of 
Rs 247 crores. If note was also taken 
of the net Reserve Bank credit to the 
central and state governments during 
1975-76, the position that would 
emerge would be even better. The 
net RBI credit to the government 
sector in this year, instead of showing 
an increase, as had been the case in 
the earlier years, contracted by more 
than Rs 200 crores. 

The Finance minister also announced 
a number of concessions in his budget 
proposals. Though modest, entailing 
a sacrifice of revenue to the order of 
Rs 9.90 crores only in a full year, the 
concessions were, indeed, judicious. 
They should help in ameliorating to 
some extent the distress caused to 
various industries by the budget pro¬ 
posals. 

The main concessions which the 
Finance minister announced in regard 
to indirect taxes included the following: 
(1) the scaling down of the excise duty 
on fine and superfine fabrics manufao- 
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tured op pbweriooms and processed by 
independent processors with the aid of 
power from 14 per cent ad valorem, as 
proposed in the budget, to 12 per cent 
ad valorem—corresponding adjustment 
is to be made in regard to superfine 
and fine handloom processed fabrics by 
reducing the excise duty from 12 per 
cent ad valorem to 10 per cent ad 
valorem; (ii) restoring of pre-budget 
position in regard to duty exemption in 
respect of hand-printed cotton fabrics 
—this exemption limit had been res¬ 
tricted through the budget to fabrics 
which were printed in not more than 
three colours; (iii) grant for exemption 
from excise duty payable on tyres, tubes 
and batteries supplied as original equip¬ 
ment for use in agricultural tractors as 
was done in the case of passenger cars 
at the time of presenting the budget; 
(iv) reduction in the excise duty on 
certain varieties of creamlaid and cream- 
wove paper for common use of subs¬ 
tance not exceeding 65 grams per sq 
metre from 25 per cent ad valorem to 
15 per cent ad valorem; (v) grant of 
exemption to roofing tiles from the one 
percent duty leviable under item 68 
of the Central Excise Tariff; (vi) exemp¬ 
ting of the small-scale manufacturers 
of starch whose clearances during the 
preceding financial year did not exceed 
Rs 5 lakhs, from excise duty on the 
first Rs one lakh worth production and 
extension of the self-removal procedure 
system to this commodity—starch of all 
kinds used in the manufacture of 
glucose and dextrose is to be exempted 
from the excise levy; (vii) reduction in 
the import duty on copper from 60 per 
cent ad valorem to the pre-budget 
figure of 45 per cent ad valorem— 
corresponding reduction is to be made 
in respect of certain copper manufac¬ 
tures and copper scrap; (viii) scaling 
down of the customs duty on cold 
rolled grain-oriented steel required for 
the manufacture of' transformers from 
75 per cent ad valorem to 40 per cent 
ad valorem. The Finance minister also 
announced that he would have no 
objection to considering enlargement 
of the list of essential drugs of life 
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saving nature for which a concessional 
rate of duty is charged, the proposals 
in this regard would have to come from 
the ministry of Health. 

Some concessions were also provided 
by Mr Subramaniam in direct taxes for 
the benefit of non-resident tax-payers in 
respect of lump sum payments of royal¬ 
ties received outside India for the 
delivery of designs and drawings relat¬ 
ing to any patent, invention, etc, out¬ 
side India, and in regard to foreign 
investments in certain cases. A small 
modification was announced in respect 
of the valuation of self-occupied 
houses. 

In the corporate sector, the scope for 
exemption from tax on inter-corporate 
dividends derived by domestic com¬ 
panies from new companies, hitherto 
applicable to those engaged in the 
manufacture of fertilisers, pesticides, 
paper, pulp, newsprint and cement, 
has been widened to include industries 
engaged in producing non-ferrous 
metals, ferro-alloys and special steels, 
steel castings and forgings, electric 
motors, industrial and electrical machi¬ 
nery, earthmoving machinery, machine 
tools, commercial vehicles, ships, tyres 


and tubes, heavy chemicals and indus¬ 
trial explosives. 

Mr Subramaniam stated that the 
new scheme of excise duty relief to 
encourage higher production, the 
details of which were being finalised, 
would be operated at least for three 
years instead of one year as originally 
stipulated. The scheme would be 
widened to cover new units set up in 
the recent past as well as those to be 
established during the current and the 
next two financial years. 

Mr Subramaniam also clarified that 
the proposed provision in the Interest 
Tax Act, 1974, granting exemption 
from this tax to interest received by 
scheduled banks on long-term loans to 
industry for the purchase of capital 
equipment and machineries woulfl not 
be confined to interest received on 
industrial advances. All long-term 
loans for the creation of capital assets 
in India, including those used for agri¬ 
cultural purposes, would qualify for 
this exemption. 

The full text of the speech of the 
Finance minister containing the above 
concessions, is published in the Records 
and Statistics section of this issue. 


ATTENTION 

■ 

All subscribers are requested to notify the non¬ 
receipt of a particular issue or issues within a month of 
the date of publication in order to provide the replace¬ 
ment copy, as later on these can be out of stock. 

Manager 
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India in 2000 AD 


POINT OF VIEW 

Urbanisation in 

This papsr was prsssnisd at ths conferanct on Calcutta 2000 AD 
organised rocontly by ths Indian Chamber of Commerce. 
According to the author, India presents the best example of 
'over-urbanization'. 


A large mass of people agglomerated 
[ in cities and towns of India represent 
a socio-technological revolution unpar¬ 
allelled in the history of India. The third 
[ largest urban population in the world 
consisting of approximately 120 million, 
that is, 20 per cent of the total popula¬ 
tion of 600 million people—after the 
United States with 180 million urban 
population followed by the Soviet 
Union with 135 million people in urban 
areas—is part of the industrial urban 
setting where modernization is changing 
the age-old civilization. 

growth in numbers 

Only 73 years ago, there were hardly 
26 million people in urban areas out 
of 236 million people in the then India 
(including Pakistan and Bangladesh). 
Comparatively, the rate of growth of 
urban population has been rather slow 
in India but the scale in terms of the 
number of people in urban areas has 
been increasing sharply. Since the 
beginning of the century, when India’s 
urban population was hardly 11 per 
cent whereas that of the United States 
was 20 per cent, it has only doubled to 
the 20 per cent now in India whereas 
in the United States about 80 per cent 
of the people are urbanized. 

Yet India remains a rural agricultural 
country since the bulk of the 80 per 
cent of its population lives in the 
576,000 villages scattered all over India. 
The rate of urban growth at present is 
four per cent a year, which is appro¬ 


ximately twice the rate of growth of 
population—50 per cent of the growth 
being natural and the rest due to immi¬ 
gration of people from rural areas. 

unabated growth 

It is estimated through various analy¬ 
ses and projections that the inexorable 
growth of population in India as a whole 
and to a considerable extent in urban 
areas will continue unabated till the end 
ofthe century, when the approximate 
population will be 950 million to one 
billion. The present rate of urbanization 
will be accelerated even further after 
1985, and by the end of the century 
the approximate number of people in 
various urban centres of India will 
reach between 335 to 350 million. If 
it reaches 350 million, that would 
mean 45 million more people than the 
total population of the United States in 
that year. Yet, India will still be a 
rural country with about 600 million 
people living in innumerable villages. 

If our assumptions based on the 
extrapolations of urban and estimates 
of the projected total population 
are correct, India will have one 
seventh of the total population of the 
world and possibly its urban population 
will be the largest. There are two 
points of caution concerning these 
assumptions: one, possibly by 1985 
some dramatic technology of popula¬ 
tion control may deter the growth 
considerably, mostly in urban areas; 
second, a revolutionary upsurge may 
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influence urban-rural division of popula¬ 
tion in unforeseen direction. 

Whatever may be the estimates of 
projection, it is certain that the trend 
of urbanisation will continue with far- 
reaching implications for the future 
course of the people in India. Some of 
the implications can be forecast on the 
basis of their roots in the present con¬ 
ditions and culture of India, while 
others may remain obscure in the 
unknown future. The magnitude and 
momentum of urbanization with fore¬ 
seeable consequences cause much 
concern. Some of the trends seem 
clear. 

industrial centres 

In the historical past, the 
cities and towns of India had their 
origin as trade and administrative 
centres. Today major urban centres 
are industrial with a powerful magnetic 
attraction for a large number of people 
• to leave saturated village economies in 
order to find new opportunities and 
success in the glamorous metropolitan 
areas. The result is the faster growth 
of larger cities, particularly above 
100,000 and decline of small towns, 
particularly towns below population of 
10,000. It is particularly important to 
note that the major metropolitan areas 
such as Bombay, Delhi and Calcutta are 
growing at much faster rate than the 
overall urban growth in India. 

Second, urbanization is heavily 
concentrated in the regions which are 
highly industrialised . such as the 
western region covering Ahmedabad, 
Bombay and Poona, the southern 
region, covering Bangalore and Madras; 
the eastern region in and around 
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Calcutta and the northern . region 
between Delhi and Kanpur. Some of 
the states such as Assam, Orissa, Bihar 
and Kerala remain very low in the 
scale and rate of urbanization. 

The abnormal growth of urbanization 
in different parts of India can be attribu¬ 
ted to not onljf die terrific increase in 
population but also various policies of 
the government concerning industrial 
licensing, which encourage the existing 
industrialised areas to grow even faster, 
transportation policies which favour 
the movement of goods and people in 
certain directions, and finally, the 
overwhelming attraction of the present 
metropolitan areas such as Bombay, 
Calcutta, Madras and Delhi to go on 
expanding indefinitely into urban 
sprawl. As an example, Calcutta is a 
grim giant, reflecting the symptoms of 
all illnesses affecting every aspect of 
Indian society, such as terrific pressure 
of population growth, severe shortages 
of resources to meet the demands of 
the people, leading to unplanned and 
abnormal growth of the city, enormous 
difficulties of management, continuously 
deteriorating environment and the 
general disintegration of the society. 
These observations are substantiated 
by innumerable studies of the city. 
Gradually simitar deteriorating condi¬ 
tions are being experienced by other 
major cities and even some towns. 

urban-rural dichotomy 

In a sense India presents the best 
example of “over urbanization”, which 
means that the Indian cities are grow¬ 
ing more rapidly than the capacity of 
the economy as a whole to achieve 
substantial net gains of self-generating 
type which would allow sufficient 
margin for “social investment". The 
“over urbanization” is evident in 
various ways: one is under-development 
by which certain types of urban 
technology necessary for modernization 
is scarce or unavailable or not used; 
second, urban forms, city govern¬ 
ments and economic planning are 
archaic, British-oriented and westera- 

BASTON ECONOMIST 


derived with little relevance to the 
conditions and problems in the Indian 
setting; third, urban social structure 
reflects institutions, attitudes, values 
and rituals of rural India, determining 
policies and influencing developments 
which conflict with the building of a 
healthy and progressive urban society 
and finally, the continuous accentua¬ 
tion of the urban-rural dichotomy has 
led to the parasitic relationship between 
the city and the hinterland, by which, 
because of tile disadvantageous rela¬ 
tionship of the latter, much of its 
vitality is drained away and is concen¬ 
trated in the urban areas for the 
benefit of the limited number of 
people. 

broad panorama 

For the above analysis to be mean¬ 
ingful we must look at the broad 
panorama of urban life in terms of 
available facts. This exercise is based 
on the analysis of limited data concern¬ 
ing the present conditions in cities and 
towns of India, the minimum require¬ 
ments of urban man and the availabi¬ 
lity of resources to fiilfil them. The 
picture is appalling, desparate and 
grim. According to a latest study, 
whereas 40 per cent of people in rural 
areas live below the minimum stan¬ 
dards, the plight of the 50 per cent 
people in urban areas is the same. 
More pertinent fact is that the bottom 
one per cent of the urban masses live 
in more wretched conditions than their 
counterparts in rural areas. 

The more pervasive picture of urban 
life in India ,is pockets of glistering 
modern sky-scrappers surrounded by 
squalid slums stretching far into the sub¬ 
urbs, In Bombay, for example, there are 
100,000 pavement dwellers and more 
than 2.5 million out of 6.5 million 
people live in over 500 slums. Each day 
about 300 people migrate to the city 
from villages and towns from different 
parts of the country. The result is the 
frightening overcrowdedness in the 
centre city with all the concomitant 
problems of poverty, pollution, traffic 
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congestion, unemployment, crime, filth 
and misery. 

In all walks of life there are 
shortages. The most glaring and funda¬ 
mental deterioration of urban life is 
apparent in the shortage of housing in 
every urban areas around the country. 
Even in 1966 Bombay city had a deficit 
of 160,000 dwellings to accommodate 
people in most desparate conditions. At 
the rate of the basic deficits of housing 
for at least one-third of the urban 
population, we have computed the 
shortage of 1.8 million dwellings around 
the country. 

Let us examine the problem of water 
resources in urban areas. Acute water 
shortage is known to most urban 
dwellers, who have been receiving less 
and less water each day. On the face of it, 
it may seem that Bombay has sufficient 
supply of water at the minimum level 
of 25 gallons per day per person, but 
in reality it» not so. At least 20 per 
cent of Bombay’s water is wasted 
through leakages. But the main problem 
is the water distribution system itself. 

glaring contrast 

In a recent survey we found that on 
the one hand in some of the stums per 
capita availabiity of water was hardly 
two gallons per day per person whereas 
in more affluent areas it was approxi¬ 
mately 150 gallons per day per person. 
Then again, in many cities and 
towns water is neither filtered not 
treated properly, resulting in various 
health hazards and decline of health 
or high mortality. No city or town 
in India can dream of the 24-hour 
clean water supply in the foreseeable 
future. 

The traffic carried by the mass 
transportation systems during the peak 
hour in all major cities is packed to 
“crushload”. The gruesome strain on 
urban transportation has been due 
to the increasing population and mea¬ 
gre growth of transportation facilities. 
Many newcomers settle in outlying 
suburban areas, thus creating urban 
sprawl, but, since most of the economic 
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activities remain concentrated in the 
centre city (as in the case of Bombay 
where 70 percent of the jobs are located 
on the main island), a substantially 
heavy burden has been imposed on the 
transportation system; for example, the 
daily average number of bus passengers 
in Delhi increased by 175 per cent in 
the last decade, whcicas the number 
of buses available increased only by 90 
per cent. The unplanned, outdated 
roads, slow growth of public transporta¬ 
tion, multiple types of vehicles, 
astounding number of passengers, 
archaic transportation planning and 
management have led to the urban 
transportation nightmare, unknown 
even in the western countries like the 
United States where the number of 
vehicles are a hundred times more. 

Similar stories of severe deficits of 
available resources in the areas of 
education, health, communication and 
energy can be repeated. Analysing 
the load of each one of the factors in 
terras of the demands of 120 million 
people in urban areas and available 
resources, we have estimated that at 
present hardly 55 per cent, that is, 
approximately 66 million people can be 
accommodated at the minimum level in 
cities and towns of India. This is the 
tragedy of overload and over-urbanisa¬ 
tion and concern for the future of 
urbanisation in India. 

by century end 

At the outset it seems that if the 
trends continue as projected the future 
of urbanization in India will be disas¬ 
trous if not catastrophic. Broadly 
speaking the following projections for 
the year 2000 seem highly probable: 

1. The rate of growth of urbanisa¬ 
tion will continue at the present rate 
of four per cent a year, but in the last 
decade it will increase by live per cent 
a year. Thus by the turn of the century 
there will be approximately 350 million 
people in urban centres. 

2. The magnetic strength and pull of 
the present metropolitan areas will 
continue to grow, leading consequently 


to (elected megalopolitan areas with the 
concentration of enormous mass of 
people in ugly agglomerates. We 
envision five major megalopolitan areas 
with' the projected population as 
follows: 

Megalopolitan Population in the 
year 2000 (in 
millions) 


38.60 

23.00 
19.70 
19.00 
10.00 

3. Moreover, there will be about 20 
cities with a population of about one 
million each and at least 600 cities 
with a population of between 50,000. 
and 5,00,000. Smaller towns will decline 
in number. 

4. According to various trade and 
industrial policies at least 100 new 
towns will emerge in various parts of 
India. 

The scenario described above will 
have the following implications : 

1. The spectacular growth of popula¬ 
tion, especially in urban areas, will 
strain all the resources and social 
institutions of the country beyond any 
Malthusian calculations. 

2. Even if the food production in 
Tndia is doubled by the end of the 
century to 220 million tons per year 
(which is likely), there will still be a 
deficit of at least 30 million tons per 
year. This implies two basic difficulties 
for the Indian economy; on the one 
hand India will be dependent on a for¬ 
eign country or countries for its basic 
needs, and on the other, the rural 
economy will remain weak and overly 
saturated, forcing the excess number of 
people to migrate to the urban areas 
for more survival. 

3. If the economic growth picks up 


areas 


1. Bombay- 
Ahmedabad- 
Poona 

2. Calcutta 

3. Madras- 
Bangalore 

4. Delhi 

5. Lucknow- 
Kanpur 


again and the . per capita GNP 
increases at the rate of two per cent a 
year average over the 8 100 GNP per 
capita of today, by the end year 2000 
it would hardly be $ 160 GNP per 
capita, which will not take the masses 
of people above the poverty line. On 
the contrary, since much , of the 
surplus will be absorbed by the increas¬ 
ing population at least 65 per cent of 
the urban population will be living 
below the desired minimum. Thus the 
urban poverty index will increass by 
at least 10 per cent in 26 years. It is 
in this sense that the urbanisation will 
be a process of crisis affecting every 
aspect of urban life with severe and 
chronic deficits and innumerable other 
difficulties. 

rural pressure 

4. It is probable that with increasing 
refinement in the technology of popula¬ 
tion control and better means of 
communication in urban areas that the 
natural growth of population may 
decline by half a per cent to one per 
cent a year after 1985, but that will not 
affect the total growth of urban popula¬ 
tion significantly since the in-migration 
from rural areas in all probability will 
continue and even increase unabated. 

5. Unless the political structure 
undergoes a fundamental change econo¬ 
mic disparities between the two per 
cent of the households in urban areas 
earning more than $ 300 a month and 
the rest of them earning much less will 
widen. With the increasing shortages 
and deterioration of the overall urban 
services and extremely high level of 
congestion, probably 25 per cent of the 
population will be in a state of despera¬ 
tion at the end of the century. 

6. As we have pointed out earlier the 
strains on resources will reduce the 
quality and quantity of services in 
urban areas. There is no doubt that 
the size of the major cities has already 
grown beyond the optimum level. As 
Lewis Mumford, a noted urbanist, has 
pointed out “confusion, constriction, 
costiveness—these are the typical by- 
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products of metropolitan congestion— 
consider the costs of metropolitan 
congestion. We shall find that they 
arc rising to a point that makes con- 
gesition financially unendurable, even 
if it were humanly tolerable". The 
overcrowdedness, and congestion have 
created not only socio-political prob¬ 
lems of living, but also the economic 
problems of planning and developing 
the necessary infrastructure for urban 
living. Data concerning the per capita 
added cost of the urban infrastructure is 
pitifully scarce. But if Mumford’s 
analysis of the United States holds 
true we have reason to believe that it 
costs three times more for each person 
added to a large city than if he stays in 
a small town. Thus larger cities will 
become economically less and less 
viable. 

horrendous projection 

Let us examine the needs of the 
urban population at the turn of the 
century: 

1. For the projected population 
70 million dwellings will be required. 
At the rate of Rs 22,000 per dwelling 
for land and construction (most 
conservatively assumed for that year) 
it would cost Rs 1.5 trillion to meet the 
demands of the urban population. 
Considering the horrendous housing 
shortage in urban India today with 
enormous number of slums, squatters 
and pavement dwellers, high cost of 
construction, land speculation, the 
housing situation seems an intract¬ 
able Gordian Knot even today. It will 
reach serious proportion in 26 years. 

2. At the minimum level of require¬ 
ment of water per person the need 
for the total urban population will 
be for 8.75 billion gallons per day, 
which will cost at least Rs 17 million 
a day just to supply, not counting the 
capital investment for water resources 
development. Based on the govern¬ 
ment calculation itself it would cost 
Rs 40 billion just to meet the deficit of 
the water resources in urban areas 
today. If such enormous resources 


are not available today, one wonders 
what the state of water crisis will be 
in the year 2000. 

3. If the trends continue as they 
have during the last 25 years, the 
problem of transportation for the rest 
of the quarter century will shockingly 
halt the massive movement of people 
due to enormous disruptions and dis¬ 
locations generated by continuously 
indequate transporation facilities that 
will be required for the increasing 
number of passengers. At that time in 
urban areas alone there will be 
approximately 263 million passengers 
travelling every day. In terms of 
transportation facilities (given one 
mode only) the number of buses 
required to transport these passengers 
will be at least 263,000, not counting 
private automobiles and taxis. Pro¬ 
portionately less number of buses will 
be required, if other forms of trans¬ 
portation such as subways or trains 
will be available. Due to continuing 
shortage of energy the rate of growth 
of private automobiles will probably 
decline and may remain stabilized at 
one million level in urban areas. 

communication resources 

4. According to the present plans 
of development the major inputin 
communication resources will continue 
to be in urban areas. Probably 
television will be more commonly 
available than it is today but it will 
not reach the masses at the end of the 
century as radio had done today. Tele¬ 
vision will. remain a luxury to the 
affluent rather than a mechanism of 
change for some time to come. Similar 
difficulty will prevail concerning tele¬ 
phones. Not only the quality of the 
telephone service will decline, but 
its use will be available for less than 
50 per cent of the urban population. 
Newspapers, especially in local lan¬ 
guages will be widely available and 
read by a large number of people. 

5. Probably the most gruesome 
problem will be that of the energy 
shortage. Unless new sources of energy 


are invented, increasingly urbanized 
masses will have to depend on coal 
products and imported oil. The demand 
for oil, however, will continue to 
grow at least in the near future. If 
we can project from a recent survey 
of the energy consumption in Bombay 
(which is one-hundredth of the per 
capita consumption of an American) 
the total requirement of energy for the 
urban population in the year 2000 will 
be no less than 700 million tons of 
coal replacement per year. 

environmental polution 

6. The problem of environmental 
pollution will plague Indian cities and 
towns even more seriously than it has 
been recognized so far or has been 
experienced by the western countries. 
The unhygienic conditions in which 
the majority of people will have to live 
in addition to the high cost of insti¬ 
tuting pollution control devices will 
bring the paradoxical trap of poverty 
and pollution. A study of nine cities 
in India by CPHERI found pollution 
severe in some urban areas all over the 
country. There is no doubt that in time 
some of the finest beaches, rivers and 
lakes will be inundated by sewage and 
effluents; the dean air will be raped by 
atmospheric pollutants such as carbon- 
dioxide, carbonmonoxide, ozone, sut- 
phurdioxide, etc. Some of the idyllic 
gardens, forests, mountains and open 
spaces will be contaminated and 
littered with wastes in order to meet 
the insatiable needs of the growing 
urban population. All in all, the 
environmental deterioration will be 
the worst curse that will be inflicted by 
the future urbanisation in India. 

7. The literacy rate which is at 55 
per cent level today in the urban areas 
will reach 70 per cent in the next 25 
years. This will lead to an enormous 
problem of the educated unemploy¬ 
ment, threatening the existing institu¬ 
tions of society. The relevance of the 
present educational system to the 
future development will be increasingly 
questioned but the present entrenched 
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system will hardly go through any 
major changes, thus increasing a great 
financial burden due to the clamour of 
education from the urban masses. 

8. By the end of the century the 
uneven ratio of age and sex in urban 
areas will be eliminated to a great 
extent. It does not seem likely that 
the average life span of an urban man 
will increase beyond 60 years. However, 
number of old people' in urban areas 
will increase. 

9. The manufacturing sectors will 
continue to remain the main employer 
followed by services and trade and 
transport. 

10. The concentration of wealth in 
urban areas will increase substantially, 
thereby contributing to the increased 
per capita income and expenditure in 
urban areas, but it is hardly likely that 
60 per cent of the urban masses will be 
better off than their counterparts in 
rural areas. 

health problems 

11. If there is one area where conti¬ 
nuous decline of urban life will be 
reflected, that is health. Slums, pollu¬ 
tion, stench, decline in quality of 
water, hypertensions, malnutritions 
and genera] decline in living conditions 
will lead to various diseases, health 
hazards and unexpected deaths. The 
cost of health will grow in geometri¬ 
cal progression, yet, for large number 
of people ill-health will be the way of 
life. 

12. It is hard to measure the social 
cost of urbanization. The joint-family 
system, the backbone of Indian society 
for centuries will experience the strain 
of modernisation. Gradually more 
and more people, especially with edu¬ 
cation will prefer to live in nuclear 
families and thereby create more 
burden on urban housing. But family 
will remain the basic constitution of 
security. A recent analysis has shown 
that crime, violence and tensions in 
urban areas have grown substantially 
during the last two decades. It can 


be deduced by the year 2000 the 
major crimes in terms of robberies, 
fighting, assaults and even murders 
will increase proportionately. Urban 
man’s ties with the rural areas will 
decline. Despite urbanization, parochi¬ 
alism, regionalism, sectarianism and 
religious identifications will be streng¬ 
thened, thereby threatening the process 
of modernisation of the society and 
integration of India. The social and 
economic gap between the one per 
cent rich and rest of the masses will 
widen steeply. The affluent will suffer 
alienation, loneliness and continuous 
threat of losing what they possess, 
whereas for the poor masses the daily 
struggle for survival, fights to gain 
more and desperation will be the order 
of the day. 

13. In the political sphere, un¬ 
less drastic institutional changes 
will occur, powers of the 
municipal governments will dec¬ 
line even further, leading to more 
concentration of authority in the 
state and central governments. 
There will be increasing attempts by 
the state to control more and more 
economic activities resulting in a 
series of political and administrative 
problems such as inefficiency, nepotism, 
corruption and tensions. Urban 
bureaucracy will grow by three times to 
unmanageable proportion. Difficul¬ 
ties concerning law and order and 
political instability, particularly in 
urban areas, will determine the future 
course of the Indian society as a 
whole. 

grim scenario 

The scenario of cities and towns of 
India in the year 2000 seems pretty 
grim. Grim it is even today. It is 
dangerous to be a prophet of doom in 
the age of powerful technology and 
in the country where the future is 
determined not by planning but by 
fate and also because theie is a great 
information gap concerning the present 
state of urban society. We have eng¬ 
aged ourselves in rather a complex 


and difficult exorcise of projecting 
statistics. Then again, numbers are 
useful instruments or tools of under¬ 
standing reality. Beyond these figures 
lie experiences of millions of living 
beings who are a part of the dramatic 
process changing the land, climate, 
the culture and the civilisation on the 
sub-continent. Tomorrow is as far 
away as today is from yesterday. No 
one will turn the clock back. The 
march of urbanisation will continue 
undaunted encompassing the larger 
and larger number of people within 
its fold. If wc are not to be knocked 
down by the fatal blows of powerful 
forces such as misery, suffering, disea¬ 
ses, poverty, hunger and death, we 
should be prepared today to rearrange 
our relationships among ourselves 
and to our resources. The logic of 
the situation demands the inquiry into 
and questioning of the basic premises 
of the present urban life. 

some alternatives 

There is not a single alternative. 
Probably alternatives are many in 
various combinations and men of 
imagination and will must choose 
those alternatives which will raise new 
hopes for the hopeless and for the 
total society. A selected alternatives 
are suggested below: 

1. Since urbanisation is a major 
process in the life of a nation, the 
central government should have 
definite urban policies based on the 
broad knowledge of urban develop¬ 
ment. There should be national poli¬ 
cies integrated in the five-year plans. 

2. The structure and the power of 
the city government should be altered 
to meet the complex demands of urban 
life. The obsolecent structure of the 
present municipalities should be replac¬ 
ed by streamlined urban management 
system with the policy makers who are 
bold and imaginative enough to under¬ 
stand the dynamic forces of the urban 
life and bureaucracy which is imagi* 
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native, courageous and human enough 
to bring efficiency and results. 

3. Urban development .should be 
made part of the regional planning 
based on resource requirements, econo¬ 
mic viability, optimum productivity, 
cultural growth and integrated deve¬ 
lopment. Various regional plans should 
be framed for the different parts of the 
country. Within each region through 
industrial and zoning policies, attempts 
should be made for the total develop¬ 
ment of an area rather than a partial 
development as it is done today with 
the detrimental effect on urban as well 
as rural life. Such plans for regional 
development will include economic 
development of towns, villages (both as 
growth centres) and cities without 
overburdening cities with the surplus 
poverty. 

regional development 

At the same time regional develop¬ 
ment would crush the present 
trends towards disastrous megalopoli- 
tan development, which would bring 
disaster to large concentration of 
people. Regional development would 
eliminate false secrctarian securities 
and need for the present artificial 
state system. Within the regional plan 
there will be room for large scale, 
intermediary, small-scale and even 
handicraft industries, thus providing 
choice of various ways of life to people. 
Regional development would bring 
benefits of resources to all the people 
without creating the present parasitic 
relationship. Thus urban development 
should be made an integrated part of 
regional development, bringing halt to 
any further growth to major metro¬ 
politan areas. 

4. The central government, the 
regional body and the city government 
should set immediate priorities of deve¬ 
lopment and allocate resources accor¬ 
dingly. Policies concerning urban 
development should reflect these priori¬ 
ties. The most important priority 
should be the massive programmes of 
population control since all the ills of 


urban or rural society we experience 
today stem from the basic fact that in 
India today there simply are too many 
people increasing at an alarming rate. 
If this increase cannot be stopped, 
there is no power or plan or wisdom or 
assistance which can save the country 
from future disasters. 

first priority 

As far as urban areas are concerned, 
the first priority should be given to 
housing in order that within next 25 
years every person will have a decent 
housing at the minimum level. Second¬ 
ly, massive preventive and curative 
health programmes should be instituted 
coupled with the supply of minimum 
amount of water. Thirdly, a fast, effi¬ 
cient, well-integrated public transporta¬ 
tion system should be developed. 
Simultaneously, every effort should be 
made to discourage and make unneces¬ 
sary the use of private automobiles. The 
transportation crisis is a product of bad 
management and wrong priorities. It 
is man-made, not natural. Fourthly, 
all the developments should be geared 
to low energy technology. Wherever 
possible emphasis should be on human 
energy, energy of the sun and other 
forms of low-cost energies which are 
pollution-free. 

5. Urban society is a technological 
society. As it is now well-known from 
western experience, not all techno¬ 


logy is beneficial to mankind. Indis¬ 
criminate use of technology in every 
sphere of life brings biological deterio¬ 
ration and environmental degradation. 
One would assume that a developing 
country like India would learn from 
experiences of western countries 
and thus leapfrog various detrimental 
stages of technological development. 
Proper and useful selection of techno¬ 
logy leads to success in urban life. 
Technology can be used as an instru¬ 
ment of socio-economic change and 
development. 

6. No society can afford to squan¬ 
der its scarce and precious resources, 
least of all a developing society. One 
way out of the present mass is to use 
the resources judiciously and selective¬ 
ly. A poor society can not follow the 
laissez-faire policy concerning resource 
development and utilization. Masses 
cannot be lifted from degrading con¬ 
ditions without the equitable use of 
resources from the total society. The 
present wasteful use of resources 
by an insignificant minority has 
converted urbanisation as a system 
of speculation, exploitation and blood¬ 
sucking. We must recognise that a 
great deal of resources will be depleted 
by the year 2000. Hence our concern 
should be not only proper use of them 
but also creation of new resources. 

7. Urban society depends upon 
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learning and knowledge. If our 
society wishes to reap benefits of 
urban life it must make the educa¬ 
tional system and learning 
relevant, useful and progressive. In 
the name of literacy, degrees, the rot 
learning of today has converted edu¬ 
cation into an instrument of seeking 
statuses and pecuniary interests. The 
result has been the enormous expenses 
in order to produce the educated un¬ 
employed and literate morons. Urban 
education of tomorrow will be based 
on problem-solving, experience, explo¬ 
ration, development of intelligence and 
imagination, will and desire to build a 
new society by creating new resources 
and new social order. It should be 
low-cost education with a great deal of 
para-professional and vocational con¬ 
tent. 

8. Every region, city and town 
should have a data-bank, supplying 
scientific, up-to-date information for 
planning, integrated development, long 
range development and proper resource 
allocation. 

9. It is not necessary for urban 
society to suffer from various social ills 
such as anomie, loneliness, crime, 
breakdown of social relations or 


alcoholism. Through education and 
proper use of technology such as TV 
and radio many su^h maladies can be 
eliminated. To be sure, the urban 
society will have to adapt to the newer 
types of relations. What we know 
about human psychology tells us that 
human beings live by the meaningful 
relations and ultimately the survival of 
the individual depends upon the healthy 
state of the society. Many aspects of 
family relations in India can be restruc¬ 
tured to accomplish the goals of build¬ 
ing a new happy urban society. 

Indeed, cities and towns of India 
are in crisis, which is deepening each 
day whether we like to believe it or 
not. The crisis is like cancer which is 
eating away the fabric of the total 
society. Our lack of policies, obsolete 
form of government, ignorance about 
the consequences of urban life, exces¬ 
sively fast growth of population, 
pitifully meagre resources have all led 
us to the path of oblivion. Like many 
cities of the world, cities of India are 
in race with the time. All those who 
value urban life and its potentialities to 
explore and build higher and richer 
civilizations should realize that urban 
crisis is a challenge and opportunity in 


Urbanisation in India : 1901-1974 


Census 

Year 

Population in millions 

Per cent urban 
of total 
population 

Total 

Urban 

1911 

236.3 

25.8 

10.9 

1901 

252.1 

26.6 

10.6 

1921 

151.4 

28.6 

11.4 

1931 

279.0 

33.8 

12.1 

1941 

318.7 

44.3 

13.9 

1951 

361.1 

62.4 

15.9 

1961 

439.2 

78.9 

18.0 

1971 

546.9 

109.0 

20.0 

1974 

600.0 

120.0 

20.0 


fite long struggle for survival on this 
fragile planet. 
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POINT OF VIEW 


Roads and road transport Badar Alam Iqbal 


Tha oxpendiiuro on road* and road transport as percontag* of total 
public sector Investment has gone down from 8.6 par cent In the 
first Plan to S.S par cent in the fourth Plan. This trend needs to 
the reversed 


For a country such as India, a good 
system of roads and road transport are 
basic prerequisites for the development 
of the economy. Farm production 
depends heavily on the capability to 
carry a variety of inputs to the field and 
move out produce to centres of con¬ 
sumption. The other social advantages 
resulting from road and road transport 
such as the spread of education, medical 
facilities, family planning etc. cannot 
be evaluated in terms of money. 

The development of roads and road 
transport also exposes the population 
to new influences. The rural popula¬ 
tion in particular can drive large benefits 
from the green revolution only if its 
surplus produce is carried quickly to 
the market place. The rural and urban 
populations of our country are inter¬ 
dependent and the net-work of roads 
and road transport can bring about an 
improvement in the standard of living 
of both sections of society. 

contribution to growth 

All over the world roads and road 
transport have contributed significantly 
to the growth of the gross national 
product of a number of countries while 
our country has remained backward in 
this aspect. In 1974, our country had 


are only IS km of roads in every 100s. 
sq. fcm of area and only 73 km of roads 
for a population of 100,000. This is 
very low as compared with 301 km in 
Belgium, 138 km in the UK, 167 km 
in West Germany, 312 km in the Nether¬ 
lands, 277 km in Japan and 139 km in 
Switzerland. 

Apart from the inadequacy of roads, 
this country is poor in traffic growth 
as well. This is shown in Table II 

Thus the share of roads in total 
goods traffic in India is relatively small 
as compared with the advanced coun¬ 
tries, though it has been increasing 
steadily over a period of years. 


The draft fifth five-year Plan envisa¬ 
ges the expansion of road transport by 
nearly 70 percent from 65 billion 
to 110 billion tonnes/km in passenger 
traffic. Roads carrieds 49.1 per cent of 
the total road/rail traffic in 1974. The 
volume of bus traffic is expected to 
increase by 38 percent in the fifth 
Plan period. * 

There is another measure of inade¬ 


quacy in commercial traffic. There 
are today roughly 585,600 commercial 
vehicles for goods traffic whose share 
is 31 per cent (data for 1974). Table 
III shows the growth of commercial 

Table It 
Traffic Groups 


Year 


Volume of road 
traffic 

(billion tons) 


% share of 
road in total 
roads and 
rail traffic 


Goods Traffic 


1950-51 

6 

12.00 

1955-56 

9 

13.00 

1960-61 

17 

16.20 

1965-66 

34 

22.50 

1968-69 

41 

25.50 

1973-74 

84 

Passenger Traffic 

34.60 

1950-51 

23 

25.60 

1955-56 

31 

32.00 

1960-61 

57 

42.00 

1965-66 

82 

46.16 

1968-69 

98 

47.60 

1973-74 

140 

50.90 

Source: 

1974-75 

Times of India 

Directory, 


Table I 

Growth of Roads in India 


1947-74 


1.25 million km of all types of roads 

Year 

Surfaced 

Classified 

Other roads 

Total 

against 390,000 km in 1951. But the 


roads 

unsurfaced 



surfaced roads accounted for 35 per 



roads 



cent of the total road length in 1974. 







1947 

145855 

242371 

N.A. 

388226 

Table I shows the growth of roads in 

1951 

157019 

242923 

N.A. 

399942 

India from 1947 to 1974. 

1956 

208796 

269788 

59594 

538178 

There has been three-fold increase in 

1961 

262746 

258358 

204059 

725173 

surfaced and unsurfaced roads in the 

1966 

339374 

299257 

419435 

1058066 

country since independence, while the 

1969 

386784 

296000 

488000 

1170729 

availability of roads both in terms of 

1974 

430000 

320000 

504000 

1254000 

area and imputation is woefully inade¬ 






quate. According to an estimate there 



Source: Kothari Economic and Industrial Guide, 1974. 
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vehicles in our country from 1951 to 
1974. 

The number of trucks on the road 
has multiplied over five times while the 
number of buses on the road has 
Table III 

Commercial Vehicles in India: 1951-74 


Year 

Goods vehicles 

Buses 

1950-51 

81,888 

34,411 

1955-56 

119,461 

46,461 

1960-61 

167,649 

56,752 

1965-66 

258,977 

73,175 

1968-69 

306,802 

86,570 

1973-74 

470,000 

115,600 


Source : Government of India, fourth 
five-year Plan. 


increased over 3.5 times in the test 
24years. 

It is thus clear that the position of 
roads and road transport is still un¬ 
satisfactory when we take into consi¬ 
deration the vast area of the country 
and its population. There is need to 
devise means for overcoming these 
difficulties. At present the tax burden 
is very high and is crippling the growth 
of the road transport industry. It is 
therefore necessary that the tax burden 
is reduced. The government should 
enable the operators to obtain credit 
on easy terms. Further, to strengthen 
the industry, a national road develop¬ 
ment plan should be drawn up and 
executed expeditiously. 

The expenditure on roads and road 


transport as a percentage of total 
public sector investment has come 
down from 8.6 per cent in the first five- 
year Plan to S.5 per cent in the fourth 
five-year Plan. This trend needs to be 
reversed. 

The draft fifth Plan envisages impro¬ 
vement in the road transport system to 
enable an uninterrupted flow of traffic 
and has given priority to the comple¬ 
tion of works spilling over from the 
fourth Plan period. Out of an ex¬ 
penditure of Rs 1774 crores for roads 
in the fifth Plan period, Rs 714 crores 
are earmarked for the central sector. 
The remaining Rs 1060 crores are to be 
spent on state programmes which in¬ 
clude Rs 500 crores towards rural 
roads schemes. 


Promoting marine fisheries 

About 750,000 fishermen depend on this industry for livelihood. 

A considerable number is also gainfully employed in ancillary 
industries. 


India today stands on the threshold 
of a "Fish revolution”, according to 
Mr Jhingran, Director of the Central 
Inland Fisheries Research Institute of 
Barackpore. He says that the new 
technology developed in recent years 
has made it possible to raise 9000 kg 
of fish per hectare per year against a 
mere 600 kg of the estimated annual 
yield per hectare in India. In view of 
this, tish and frog culture covered by the 
collective term "aquaculture” now pro¬ 
mises to play a valuable role in supple¬ 
menting and balancing the country’s 
economy. The development and ex¬ 
pansion of aquaculture will mean more 
fish providing increasing quantity of 
protein for a growing population, more 
frogs yielding foreign exchange and 
more direct and indirect employment 
opportunities. 

More than half of the world 
comes from the Pacific Ocean area 
followed by the Atlantic Ocean region 


and the Indian Ocean region—the last 
providing only four per cent of the 
total world catch. There is very good 
scope for increasing the present catch 
from the Indian Ocean, provided the 
deep sea and large-scale fishing methods 
are followed. It has been estimated 
that the west coast could bring a 
catch of 60,10,000 tonnes (39,05,000 
tonnes of bottom dwelling fish and 
18,60,000 tonnes of surface living fish) 
as against the present catch of 880,000 
tonnes; the east coast could yield about 
32.21,000 tonnes. (14,01,000 tonnes 
of demersal and 18,20,000 tonnes 
of pelagic fish). 

Deep-sea fishing is a novel venture in 
India. The Indo-Norwegian project at 
Quilon in Kerala, with its stations at 
Vcraval, Bombay, Karuvan, Mangalore, 
Cochin, Tuticorin, Mandapam and 
Vishakhapatnam, has pioneered deep sea 
fishing by supplying boats and equip¬ 
ments and training to the fishermen. 


K. M. Pathusha 

Following this, many deep-sea fishing 
boats are being built all along the east 
and west coasts. Deep-sea fishing pro¬ 
mises to become a big enterprise in the 
near future. Till recently fishing has 
been a monopoly of the old-time 
fishermen with their country craft and 
medium-sized fishing companies in 
mechanised boats. Both have exploited 
the in-shore waters—the mechanised 
boats now and then venturing into off¬ 
shore waters. The deep sea has been 
practically untouched. From 1970 on¬ 
wards, marine fishing has attracted fore¬ 
ign-owned business enterprises in India 
as well as the big business houses. 

The production of fish in 1972 was 
estimated at 1.84 million tonnes of 
which marine production accounts for 
1.11 million tonnes. Total production 
in 1971 was 1.85 million tonnes out of 
which 1.16 million tonnes was marine 
fish. The decrease in the seasonal pelagic 
fisheries i.e. sardines and mackerels 
affected marine production to some 
extent in 1972. However, the 
production of additional mechanical 
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boats dorifig the year averted a tubs* 
tantial fall in marine fisheries. 

The operation fishing begins with the 
fisheries’ experts going up in the air in 
a plane. Whenever they sight a shoal, 
they alert the deep-sea fishing vessels 
which are waiting for their green signal. 
The vessels then carry out trials 
and manoeuvres to check the alert from 
the plane. Operation fishing begins 
on the basis of this information. No 
less than six such vessels of different 
fishery organisations of the central 
government were at strategic points 
along the Trivandrum-Goa stretch in 
September, 1974 to conduct an aerial 
survey. 

The plane also takes photographs of 
the shoals it locates with delicate photo¬ 
graphic instruments. Sound gadgets are 
also being used for the survey. The 
data is then analysed for subsequent 
studies. In 1972-73, a preliminary 
survey was done and the results were 
encouraging. So a full-fledged aerial 
survey was conducted from September 
14,1974 to September 25, 1974 under 
the leadership of Prof P.C. George, 
Fisheries’ Adviser to the central 
government. The survey team con¬ 
sisted of a battery of Indian, 
Norwegian and FAO experts. 

aerial survey 

The aerial survey was part of the 
project which our country embarked 
upon in 1971 at Cochin in collabora¬ 
tion with the United Nations Develop¬ 
ment Programme (UNDP) to study 
pelagic (free moving) fish stocks such 
as sardines and mackerels which add 
up to 40 per cent of the country's 
annual marine catch. Our country now 
gets 2.27 million 'tonnes of fish in a 
year out of which 1.8 million tonnes 
comes from the sea. 

The project was set up because there 
are sharp fluctuations in the catch of 
sardines and mackerels due to natural 
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and geographical factors. The idea 
behind the survey was to minimise the 
fluctuation hazards and jack up the 
fish catch by knowing how much fish is 
available and where. The survey is 
repeated during the fishing season 
which starts from October and lasts 
till March-April. 

In the marine fishing industry, Kerala 
leads with 40 per cent of the total 
catch. Tamil Nadu, Maharashtra, 
Gujarat, Andhra Pradesh and Karna¬ 
taka are next in importance and other 
coastal states such as Orissa and West 
Bengal are developing their poten¬ 
tial. 

inland fishery 

It is interesting to know that Tamil 
Nadu has been more successful in the 
development of inland fisheries than in 
harvesting the sea fish despite her long 
coast-line and the vast potential of the 
Bay of Bengal. The reasons for its 
slow growth may be due to lack of 
fishing harbours where modern boats 
may be moored and unloaded. 
Another reason for its poor record in 
this industry is the absence of deep-sea 
fishing which is carried on elsewhere by 
sophisticated trawlers. These are often 
floating fish factories where the catch is 
processed and packed and carried along 
for long periods before the trawlers 
reach the port. 

The Tami] Nadu government has 
been experimenting with trawlers for a 
long time without much success. It is 
heartening to note that the Tamil Nadu 
government is taking steps to construct 
modern light trawlers and also to 
import some from Italy. 

It is often said that private enterprise 
of small and medium size has failed to 
seize this opportunity whereas in 
Kerala, Maharashtra and Bengal fleets 
of trawlers arc operated by big com¬ 
panies. But those who are already in 
this field find it very difficult to sustain 
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themselves. Another cause is lack of 
finance to buy trawlers and to operate 
them profitably. Although help and 
guidance of the government are avail¬ 
able, there are many practical difficul¬ 
ties. 

Even though fishing comes under the 
priority sector, the government and the 
financial institutions take a lukewarm 
attitude towards this industry. When 
approached for financial assistance, the 
financial institutions ask for full secu¬ 
rity and put forth all sorts of restrictive 
clauses without taking into account the 
practical difficulties of this industry. 
Another hurdle is the non-availability 
of trained and reliable crews to operate 
the trawlers. 

At present about 750,000 fisherman 
depend on this industry for livelihood. 
A considerable number is also gainfully 
employed in ancillary vocations such as 
net-making, basket making, manufac¬ 
ture of ice, fish processing and trans¬ 
portation. 

export item 

Prawn (shrimp) has been the fishing 
industry’s main export item, followed 
by tails and frog legs. It seems that 
the demand abroad for shrimps is 
enormous, and the main markets are 
the UK, the USA and Japan. It is 
perhaps time to enter the foreign 
markets with other kinds of fish such 
as tuna, sardines, mackerel, cel and 
cuttle fish. 

It is reported that Japanese fishing 
vessels net some 1,50,000 tonnes of 
tuna from the waters of Indian Ocean, 
but until our fishing industry is moder¬ 
nised and gets accustomed to fishing in 
distant waters, we cannot compete with 
Japan, the USSR, Taiwan and other 
nations. It should be possible to base, 
fishing fleets on the Andaman and 
Laccadive Islands as well as the 
numerous fishing harbours on our 
coast. 
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IWINOOWON THE WORLD 

My dear Henriessy 


It was dream years ago and I had just 
returned to Eastern Economist and 
assumed editorial responsibilities. I 
had not met him then, but he was 
already an institution in this journal and 
its well-loved columnist. When I first 
had to write to him, I addressed him, 
naturally, as “Dear Mr Hennessy”. 
Pat came a suggestion from him: 
’‘Don’t you think that it will help 
matters considerably if you could 
address me as 'My dear Hennessy’—I 
do not insist on ‘My dear Jossleyn’? 
I have always been thankful for that 
option, for I would never have felt 
easy with “Jossleyn” when thinking of 
that larger-than-life Briton of the Old 
School. 

His outstanding quality, of course, 
was his “Britishness”. He could as 
easily have been Boswell’s Johnson as 
Goldsmith’s Vicar of Wakefield. That 
was how inherent and wide-ranging the 
essential Britishness of his character and 
temperament was. It was on ground 
of his own choosing that I first saw 
him at his invitation—The Beefsteak 
Club in London’s West End. For an 
awesome half-hour he tutored me in 
the heraldic splendours of that establish¬ 
ment, the membership of which he trea¬ 
sured both as a right and as an honour. 
As my introduction to the man and 
where he belonged, that was an experi¬ 
ence to be recalled with reverence. 

During my later visits to London T 
did manage, however, to have these 
evenings with him,at The Beefsteak 
Club eased to less of a confrontation 
with the august heredity ofi the setting. 
Once this had been contrived 1 was 
able to enjoy hugely the warmth of the 

'Jossleyn Hennessy, our columnist, died in 

London on April 29,1976 
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man’s genuine companionship, his 
anecdotes of people and events past, 
often told with a wit, sharp, but never 
malicious and, of course, the unaffected 
hospitality which informed his choosing 
of food and drink for me. 

The last time l was with him was a 
memorable and endearing experience 
for me. Sensing my meagre foreign 
exchange was no match for Britain’s 
inflation, he invited me to leave my 
hotel and, as a temporary tenant, put 
up at a bed-sitter in a building of which 
he and his wife, living in the basement, 
were acting as care-takers. Attempting 
to be business-like, he told me that 
he would charge me £ 12 a week and 
that this included breakfast. That 
was the best bargain I ever made 
in all my time abroad, for, his wife, 
Lora—it was easy to call that grey- 
haired, kindly, bustling woman “Lora” 
as if I had known her always —was 
generous indeed with the breakfast and 
often insisted on my breaking bread 
with them at super. 

My admiration for the man grew 
enormously when I got this chance to 
witness his working habits. As I came 
down to breakfast, he would emerge 
from his “den” where he would have 
already done his day’s writing 
and he told me that he prized this 
routine because it gave him so much 
time in the course of the day to 
indulge his first love which was reading. 
A big man and tall, he seemed even 
taller because of the ram-rod straight¬ 
ness of his bearing. I never liked 
speculating how old he might be. It 
was enough that he bore all of his 
years so bravely. Though afflicted 
with arthritis, he stuck to the last to 
the use of a bicycle and his jaunty 
arrivals and departures on this vehicle 
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which he rode so joyously made the 
sight of others at the Beefsteak Club 
driving or being driven away in cam, 
big or otherwise, seem slightly vulgar. 

Hennessy has served for a period in 
this country. He was the first Principal 
Information Officer to the then govern¬ 
ment of India during the second world 
war. The India that he knew was thus 
an India that was. The India that he 
thought he knew was perhaps an* India 
that never was. Nevertheless it was a 
pleasure to hear him reminisce for he 
liked this land, its people and much of 
what he saw of their ways. 

After this country had become 
independent, Hennessy visited it with 
his wife to write a descriptive account 
of the Birla Education complex at 
Pilani. This he did with his usual 
thoroughness as to facts and a rare 
awareness of the human aspects of the 
story and the possibilities of this 
ambitious exercise in modernising and 
liberalising the concept of education 
as a means of human resource develop¬ 
ment. 

In his political views he was a text¬ 
book conservative. No words were 
strong enough for him for castigating 
“the unions” for the economic ills of 
his country and he had nothing but 
contempt for those political leaders 
who were too weak to stand up to 
union pressure. This meant that he 
had very few favourites among poli¬ 
ticians in present-day Britain. Lora 
used to suggest, with a mischievous 
twinkle in her eyes, that her husband’s 
intolerance of all that smacked of 
demagogy had a lot to do with genea¬ 
logy and, with ill-concealed pride, she 
would point to a large photograph of 
a group of impressively attired Central 
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European aristocracy of by-gone years 
as his forbears.. ft certainly called for 
an effort of imagination, if not an act 
of faith, to impute to the so-British 
Hennessy such origins. 

Of his work for Eastern Economist 
I need say very little here. He had a 
most loyal readership and it knows well 


enough what it will be missing. I may 
just record his grand virtues of regu¬ 
larity and punctuality. Only a postal 
strike could hold up his despatches. In 
fact, when his manuscript did not 
arrive as usual, it could be suspected 
that something had gone wrong; the 
news that he had passed away came 
almost as a natural explanation. To 


me his demise, indeed, had an expected 
quality. Lora had died about a year 
ago and 1 had then doubted that a 
mere accident of human mortality 
could keep separate for long these two 
who had so gracefully grown old 
together. 

V.B. 


How exchange rates are set 

Jossleyn Hennessy, London 


This article, along with two others, was sent to us by 
Jossleyn Hennessy v s son. Mr Armyn Hennessy. Going 
through his father's papers after his death* he found that these 
articles had been prepared well in advance of the posting 
dates. Eastern Economist will carry these articles in the 
subsequent issues. “I would like to say that I knew the writing 
of this column used to give him great satisfaction", wrote 
Armyn in his letter to us. 


I 

AN ABC FOR STUDENTS 

Just as senior bank officials and 
leaders of industry may be expected to 
understand the complexities of infla¬ 
tion, so they doubtless know how and 
why the rupee’s exchange rate stands 
as it does today. The following report 
(summarised from the latest issue of 
Review of the Bank of New South 
Wales published in Sydney) is not for 
them, but I hope that junior personnel 
and students will find it enlightening. 

The rate of exchange of a currency 
is simply its price expressed in terms 
of another (c.g. SA1.00 buys US$1.25 
or US$1.00 buys $A0.80) or of several 
others. A country’s exchange rate is 
thus of the utmost importance in de¬ 
termining its capacity to export, and 
consequently to import goods and 
services. 

In a world of completely free ex¬ 
change rates, the price, or rate of 
exchange, of the Australian dollar in 
terms of other currencies would be 
allowed to vary continuously according 
to market forces. The determinants 
would be the demand overseas for 
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Australian dollars (principally to pay 
for Australia’s exports of goods and 
services) and the voiume of current 
holdings by the rest of the world of 
Australian dollars, or claims to Autra- 
lian dollars (reflecting, in the main, 
Australia’s imports of goods & services). 

theoretical assumption 

Currencies of countries with balance 
of payments deficits would tend to 
depreciate against the currencies of 
countries in surplus. Theoretically, 
these changes would restore balance 
of payments equilibrium (assuming no 
inflation or even the same rate of in¬ 
flation everywhere) — imports would 
become more expensive for the deficit 
countries hut their exports would be¬ 
come relatively cheaper for the 
countries in surplus. At the same 
time, freely-floating rates would re¬ 
move the need for countries to main¬ 
tain reserves of other currencies as a 
means of supporting a particular 
exchange rate. 

In practice, however, national go¬ 
vernments are normally reluctant to 
allow the external price of their do¬ 
mestic currencies to be determined in 
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a completely independent way by 
international market forces. Instead, 
the external value of currencies has 
generally been pegged to some interna¬ 
tionally-recognised reference point 
such as provided by precious metals, 
especially gold, or important currencies 
commonly used in international trade 
transactions, such as the £stg or the 
US$. 

In general, three main methods of 
setting exchange rates have been tried 
at various times although no method 
at any time has ever found universal 
acceptance. 

They are: (a) Rigidly-fixed exchange 
rates, of which the gold standard, in 
its various forms was the prime 
example. 

(b) So-called “fixed” exchange 
rates—e.g. the Bretton Woods system 
between 1946 and 1971. 

(c) Flexible exchange rates—a broad 
term covering many forms of potential 
exchange rate adjustment. 

gold standard 

Adherence to the gold standard was 
a firm commitment to stable exchange 
rates and thus the entire burden of 
attaining balance of payments equili¬ 
brium was placed on interna] price level 
adjustments.. Internal monetary policy 
in any country on the gold standard 
was thus automatically determined by 
the balance of payments. A country 
in balance of payments deficit lost gold 
(since gold was either used as cur- 
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Moey or the currency was convertible 
into gold) and, therefore, was forced 
to follow a contractionary monetary 
policy (or credit squeeze in contempo¬ 
rary jargon). National governments 
operating under the gold standard were 
required to forfeit most of their capa¬ 
city for independent pursuit of mone¬ 
tary policies consistent, for example, 
with the maintenance of domestic 
price stability and full employment. 

For two re&sons the discipline im¬ 
posed by the gold standard was little 
burden in the late nineteenth century 
and up to World War I. First, it was 
recognised to be the duty not only of 
deficit (i e- gold-losing) countries to 
deflate, but also of surplus (gold-gain¬ 
ing) countries to inflate, so the burden 
of adjustment was not borne by deficit 
countries alone. Second, world 
trade was then expanding rapidly and 
balance of payments problems were 
normally fairly minor, requiring only 
small-scale adjustments. The gold 
standard, however, broke down under 
the stresses of the monetary and trade 
difficulties of the inter-world war 
period. 

II 

BRETTON WOODS SYSTEM 

The framework of the post-World 
War II international monetary system, 
was established at a United Nations 
conference held in 1944 at Bretton 
Woods, New Hampshire, in the United 
States. The system was designed to 
overcome the major deficiencies of the 
international monetary systems in use 
before the war. The various forms of 
the gold standard, and the subsequent 
system of floating rates in the 1930s, 
which culminated in competitive ex¬ 
change rate devaluations as national 
governments tried to restrict imports 
and revive domestic employment pros¬ 
pects, had created uncertainty, en¬ 
couraged speculation, and were 
eventually self-defeating when world 
trade slowed markedly. 

In an attempt to restore international 
monetary and trade cooperation 


throughout the non-communist world, 
the International Monetary Fund 
(IMF) was created at Bretton Woods. 

Although the international gold 
standard ended officially in 1931, gold 
remained the central reference point 
of the Bretton Woods exchange rate 
system. No national currency, includ¬ 
ing the USS, any longer retained a 
formal link with gold in its own 
country. In recognition of its econo¬ 
mic dominance, however, the United 
States Treasury guaranteed to convert 
upon request other member countries’ 
official (central bank) holdings of USS 
into gold at the fixed price of USS35 
per oz. For the rest of the world, the 
USS was effectively guaranteed to be 
"as good as gold" and the Bretton 
Woods system was, in reality, a gold- 
USS exchange standard. 

parity system 

After consultation with the IMF, 
each member country adopted an 
official exchange rate (par value) for 
its currency expressed in terms of gold. 
This step produced a complex system 
of "parities”—the exchange value of 
each currency in terms of the USS, or 
in the case of members of the former 
Sterling Area, including Australia and 
New Zealand, in terms of the £stg. To 
ensure exchange rate stability, members 
undertook to maintain foreign exchange 
market rates for their currencies 
within one per cent above and below 
their par values. 

A member with a balance of pay¬ 
ments deficit had to use its central bank 
holdings of international reserves, princi¬ 
pally USS or £$tg to buy the excess 
supply of its currency, or claims to its 
currency, on the foreign exchange mark- 
ts to prevent its exchange rate from 
falling below the permissible lower 
limit. Central banks of countries in 
surplus were required to intervene on 
foreign exchange markets by buying 
foreign currencies (generally the USS) 
when the market rate pf their own 
currencies approached the upper limit. 

For its part, the United States 


needed to play only * passive role 
in exchange markets. As long as other 
countries retained confidence in the 
stability of the USS and were prepared 
to increase their dollar holdings. 
United States payments deficits sup¬ 
plied the principal means of expanding 
international liquidity and thus financ¬ 
ing the rapidly growing volume of 
world trade. 

built-in weakness 

The built-in weakness of this system 
was not at first apparent. White the 
rest of flie world needed the USS as 
its principal source of international 
liquidity, the United States could ran 
balance of payments deficits with 
impunity. The only restriction on the 
size of the United States payments de¬ 
ficits, and the consequent size of USS 
balances held abroad, was its obliga¬ 
tion to convert official dollar holdings 
into gold at a fixed price. At first this 
commitment represented little burden 
for the United States because the value 
of its gold reserves at US$35 per oz 
was several times greater than foreign 
holdings of the US$. Later the situa¬ 
tion was reversed and the commitment 
lost most of its meaning. 

In the first few years of IMF opera¬ 
tions the United States, with its 
relatively low dependence on interna¬ 
tional trade and a competitive advan¬ 
tage in high technology exports, was 
consistently in balance of payments 
surplus. For some countries, how¬ 
ever, including members of the Sterling 
Area, the initial par values represented 
a major hindrance to their export 
growth, and thus restricted their capa¬ 
city to earn foreign exchange to pay 
for essential imports, especially from 
the United States. With’ IMF con¬ 
currence, a major realignment of 
parities was arranged in September 
1949. Several countries, most notably 
the United Kingdom, but including 
Australia and New Zealand (both of 
whose currencies remained pegged to 
the £stg at the previous parities), 
devalued substantially against the USI. 
Except for the adjustment of exchange 
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rates of currencies in “fundamental 
disequilibrium”, however, the IMF 
has always frowned upon devaluation 
as a satisfactory solution to a country's 
economic disorders. 

Although it nurtured two decades of 
unprecedented growth in world trade, 
the Bretton Woods system, like the 
gold standard, eventually proved too 
inflexible in an era of rapid economic 
change and development. Protection 
of existing (that is basically 1949) 
exchange rates was regarded as a major 
priority of governments despite the 
emergence of fundamental imbalances 
within the system. Once they recover¬ 
ed from the effects of war, the 
Japanese and West German economies, 
in particular, experienced rapid export- 
led growth throughout the 1950s and 
1960s. Aided by exchange rates for 
their currencies which now understated 
their great export potential, Japan and 
West Germany became increasingly 
influential in determining world trade 
flows, and their holdings of interna¬ 
tional reserves rose rapidly. 

trend reversed 

Although the United States conti¬ 
nued unchallenged as the most impor¬ 
tant economic power, its balance of 
payments position began to turn 
around sharply from the late 1950s, 
reflecting principally its vast invest¬ 
ment, aid, and military expenditures 
abroad. 

Despite the 1949 devaluation the 
economic performance of the United 
Kingdom—slow growth and low pro¬ 
ductivity—continued to cause interna¬ 
tional concern. Determined to defend 
an exchange rate (in part because 
£stg was still an important element in 
several countries’ reserves) widely- 
regarded as over-valued, successive 
United Kingdom governments were 
forced periodically to curtail imports 
and impose severely restrictive mone¬ 
tary and fiscal policies. With the 
assistance of financial support from 
several of the world’s central banks, 
the United Kingdom government 


attempted to preserve the external 
value of the £stg. hut eventually 
devalued against the US$ for the 
second time in November 1967. The 
alternative would have been further 
heavy borrowing abroad and adoption 
of strongly restrictive domestic policies, 
increasing the prospects of severe 
unemployment. Australia did not 
follow suit, although the $A remained 
pagged to the £stg at a higher parity 
(SA2.14 to £stg instead of 5A2.50). 

unrealistic rates 

Devaluation of the £stg greatly wea¬ 
kened the fabric of the Bretton Woods 
system. Clearly, existing exchange rates, 
even those of major currencies, could 
not be defended indefinitely if thoy were 
widely believed to be unrealistic. As 
confidence in the stability of exchange 
rates weakened, speculative demand 
for gold increased and in 1968 central 
banks were forced to set the gold price 
free for commercial transactions alth¬ 
ough they continued todeal in gold bet¬ 
ween themselves at the old official 
price. 

The increasing strains on the rigidi¬ 
ties of the international monetary sys¬ 
tem were complicated by the massive 
international transfer of funds into 
those currencies widely regarded as 
undervalued. Such flows were assisted 
by the growth of multinational business 
corporations and the evolution of new 
institutional arrangements, such as the 
Euro-dollar market. 

Confidence in the continuing stability 
of the USR began to decline as United 
States payments deficits persisted. 7'hc 
prospect of a massive movement of 
funds out of USS holdings and into gold 
brought into question the basis of the 
system. Atready the formal obligation 
of the United States to maintain con¬ 
vertibility between its dollar and gold 
meant little in reality because United 
States gold reserves were now obvio¬ 
usly inadequate to back the commit¬ 
ment. By early 1971, for example, the 
ratio of USS liabilities abroad to Unit¬ 


ed States gold reserves was of the order 
of 6 :1 and rising. 

The IMF had long recognised the 
need to create an acceptable alternative 
means of increasing international liqui¬ 
dity. In 1970, the first issue of a new 
“paper” asset, known as Special Draw¬ 
ing Rights (SDRs) was allocated to 
IMF members who chose to partici¬ 
pate in the scheme. The SDR, which 
has no tangible asset backing, was at 
first arbitrarily fixed in value in teems 
of gold (SDR 1 = 1/35 oz gold or US. 
1.00). Countries in deficit would in effect, 
surrender part of their SDR allocation 
in return for foreign exchange. Count¬ 
ries in surplus would absorb SDRs and 
give up some foreign exchange. (From 
July 1, 1974 the SDR gold link was 
abandoned and the SDR is now valued 
in terms of a composite (basket) of 16 
currencies, representing those IMF 
member nations who each account for 
more than one per cent of total world 
trade) 

defensive measures 

A number of defensive measures 
adopted by the United States govern¬ 
ment in 1971, including restrictions on 
capital outflow, were hot sufficient to 
restore confidence in the USS. United 
States reserves continued to fall and in 
August 1971 President Nixon announc¬ 
ed suspension of dollar-gold converti¬ 
bility, marking the end of the Bretton 
Woods system. 

During the period of uncertainty in 
the wake of the United States action, 
many currencies severed their parity 
link with the USS and floated. 

The result was a general apprecia¬ 
tion of market rates of exchange of 
most other major currencies against the 
USS-whlch, indeed, had been the main 
objective of the United States govern¬ 
ment. At the time, however, the period 
of floating rates was segarded as a tem¬ 
porary expedient. The general objective 
was to reestablish the principles of a 
new, more flexible, but still basically 
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fixed, rati system as early as practica¬ 
ble. Negotiations in Washington bet* 
ween Finance ministers of the ten prin¬ 
ciple industrial countries in the IMF 
(United States, Japan, West Germany, 
France, United ,Kingdom, Canada, 
Italy, Netherlands, Belgium and 
Sweden) eventually produced the short¬ 
lived Smithsonian Agreement (named 
after the Smithsonian Institute where 
the agreement was signed) in Decem¬ 
ber 1971. 

A realigned system of fixed rates was 
restored temporarily. As part of the 
realignment, the US$ was effectively de¬ 
valued by eight per cent against gold 
(that is, the official price of gold was 
raised to USS 38 per oz.) mainly becau¬ 
se of European insistence that the USS 
should share in the general shift in cur¬ 
rency values. A further important de¬ 
cision taken in the Smithsonian discus¬ 
sions was the enlargement from one to 
2.25 per cent in the permitted margin 
of fluctuations above and below par 
values, thereby giving a total margin 
of 4.5 per cent. In addition, the long¬ 
standing formal link between $A and 
£stg was cut and the SA was pegged 
for the first time to the USS directly. 
In the period between December 1971 
and September 1974 when the direct 
link was severed, there were several 
changes in the USS-SA parity. 

capifal flows 

The Smithsonian realignment failed 
to produce the desired stability in the 
international monetary system. Specu¬ 
lative capital flows persisted and con¬ 
siderable pressure was maintained 
against the £stg. In June 1972, the Unit¬ 
ed Kingdom decided not to devalue for¬ 
mally but to allow sterling to float, and 
its market value fell sharply. The USS 
too, was devalued for the second* time 
in February 1973, by 10 per cent (rais¬ 
ing the official gold price to US 42.20). 
From that time most major currencies 
again floated Against the USS with 

•France has for the time being floated the 
franc and abandoned ''the snake". 
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some intervention by central banks 
(that is buying and selling foreign 
currencies) to stabilise the foreign 
exchange markets. 

Ill 

POST-SMITHSONIAN 

INSTABILITY 

The progressive breakdown of the 
Bretton Woods system of stable exchan¬ 
ge rates and the apparent failure of 
efforts since December 1971, to restore 
such a system suggests that the com¬ 
paratively long post-war period of pre¬ 
dominantly fixed exchange rates has. 
forthe time being at least, run its cour¬ 
se. Floating exchange rates, in various 
guises, have become the norm rather 
than the exception. 

Of the 129 member countries of the 
IMF, seven still maintain their exchan¬ 
ge rates pegged to the £ stg and 13 
are linked to the French franc, both 
of which are floating. Eight (West 
Germany, France*, Denmark, Nether¬ 
lands, Belgium, Luxembourg, Norway 
and Sweden) arc members of the so- 
called European “snake*’ restricting 
adjustments in their rates against each 
other to within a relatively norrow 2.25 
per cent band but floating against all 
other currencies. Eleven currencies are 
floating with varying degress of official 
intervention but independently of any 
external measuring stick. More than 
25 currencies, including the $A, are 
pegged to some basket of other cur* 
encies, or to IMF Special Drawing 
Rights. The 50 or so national curren¬ 
cies still pegged to the USS are float¬ 
ing against all others. In oddition more 
than 30 countries maintain dual or 
multiple exchange rates, usually dif¬ 
ferentiating between current and capital 
account transactions. 

In January this year the Board of 
Governors of the IMF meeting in 
Kingston, Jamaica, belatedly recognis¬ 
ed the existing system of floating ex¬ 
change rates. At the same time, the IMF 
abolished the “official” „ price of gold 
for central bank dealings. Now that 
gold has been demonetised, it should 
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be ao more than a metal which is valu¬ 
ed according to market forces applying 
to any industrial commodity. 

So-called trade-weighted exchange ra¬ 
tes of the type Australia has used since 
September 1974, are designed to pro¬ 
vide stability, combined with sufficient 
flexibility to reflect relative changes in 
the strength of the currencies of major 
trading partners. 

The SA exchange rate is determined 
by changes in average values of a group 
of foreign currencies weighted according 
to their importance in Australia’s total 
trade. Consequently the exchange rate 
for the SA tends to vary slightly from 
day-to-day against all currencies in a 
manner which maintains constant the 
weighted average exchange value. 

currency basket 

To prevent speculation against chan¬ 
ges in day-to-day exchange rate move¬ 
ments the Reserve Bank keeps confi¬ 
dential the details of the currencies in 
the Australian “basket” and the chang¬ 
ing weights assigned to each. The fol¬ 
lowing example, however, illustrates 
how an exchange rate, determined under 
a trade-weighted system, could be held 
constant by central bank intervention. 

Assume that two of the group of 
currencies in the Australian basket were 
the yen and the US5 and the external 
value of the yen in relation to the US 
fell by some five per cent. If trade with 
Japan carried a basket weighting of, 
say, 25 per cent the change would repr¬ 
esent an appreciation of the SA of 
about 1.25 per cent. To offset this up¬ 
ward movement of the $ A and so main¬ 
tain a fixed exchange rate, Australia 
would need to devalue by 1.25 per cent 
against the US$. 

Apart from some complexities in ad¬ 
ministration, trade-weighted exchange 
rates appear to have much in their fa¬ 
vour compared with a fixed link to a 
single currency. It would be coinci¬ 
dental if fluctuations in the external va¬ 
lue of the USS or the £stg, against 
which Australia chose to set its exchan- 
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ge rate, happened to match precisely 
the type of adjustments in the SA rate 
which were in Australia’s economic 
interests at the time. For exa¬ 
mple, the depreciation of the SA 
in early 1974 against all major curren¬ 
cies not directly linked to the USS 


could have been regarded as an inap¬ 
propriate change at the time caused by 
the SA’s fixed link to,the changing for¬ 
tunes of another currency-and nothing 
to do with the performance of, the 
Australian economy. The "basket" sys¬ 
tem, however, embraces some of the 


principles of international interdepen¬ 
dence and monetary cohesion, such as 
were sought after at Bretton Woods, 
yet it is leavened by greater discretion 
being given to countries in the ability 
to make selective adjustments to their 
exchange rates. 


Search for an agreement E. B. Brook Vienna 


UNCTAD—IV, now-meeting in Nairobi, Is making an earnest 
effort to coordinate international economics for improving 
the position of the weaker partners. 


For almost all this month world 
leaders are discussing in Nairobi the 
best way to coordinate international 
economics for improving the position 
of the weaker partners, the industrially 
developing countries. This is by no 
means a new effort. The United 
Nations Conference on Trade and 
Development (UNCTAD) now meet¬ 
ing is the fourth of its series in souc 
dozen years and the approach to it 
in board and committee meetings in 
Geneva has been difficult and largely 
without agreement. 

stiff opposition 

A proposal from the UNCTAD 
committee dealing with raw mttertals 
that loss to producers of primary pro¬ 
ducts through weakening of prices for 
them should be avoided by placing 
bufferstocks in store till prices improv¬ 
ed has met with almost flat refasal 
from the mure highly industrialised 
states. The idea has met resistance not 
only from traders but from European 
governments and governments else¬ 
where of even the most liberal leanings. 

The United States is firmly opposed 
to sweeping plans for locking up size¬ 
able stocks waiting for a price rise. 
The knowledge that stocks would be, 
in fact, available although not offered 
on the markets would, it is considered, 
be enough to keep prices depressed 
and lead to new artificial pressures in 
the markets. The problem of storage 
space in the larger trading centres has 
also been advanced as a valid objec¬ 
tion. 

These objections are not deterring 


the proposers from continuing to 
stress the feasibility and justice of iheir 
scheme at the Nairobi meeting. Seve¬ 
ral producer states are in the unenvi¬ 
able position of being one-product 
traders and a fall in the price of that 
product—in one case, copper—is little 
short of a disaster. Other raw materi¬ 
al producers are in a slightly better 
position through being able to offer 
several commodities or some manufac¬ 
tures on world markets, but even 
their posit ion is tenuous if the price of 
a major product weakens. Since the 
number of new states in this delicate 
economic position is considerable the 
effort to push through the bufferstoks 
project and a new international econo¬ 
mic plan to finance them is intense. 
Short of that scheme, there is insisten¬ 
ce that the fourth UNCTAD meeting 
should not end without producing an 
agreed scheme more securely to stabi¬ 
lise raw material prices. 

resources bank 
The United States, now recovering 
from its trade recession, has been dis¬ 
cussing an alternative which it is put¬ 
ting forward at Nairobi. It is planning 
to call for the formation of a new 
international agency to encourage 
private investment in producing raw 
materials in the newer states. The 
new body woulJ probably be given a 
title such as an International Resour¬ 
ces Bank. Its purpose would be to 
direct private capital to commercially 
viable investment opportunities in new 
states, most particularly in Africa. 
This idea would tie in with the United 


States’ relatively new-found close 
interest in politics in the African conti¬ 
nent where the USA, after recent 
events in Angola, is impelled to closer 
interest and more liberal sentiments 
for fear of Soviet and Chinese influ¬ 
ence, especially the former. 

The idea of private capital seeking 
investment opprortunitics, even of the 
more helpful type, in raw material- 
producing areas is by no means new. 
It could, in fact, be described as a dis¬ 
tinctly 19th century concept. But the 
concept of the proposed International 
Resources Bank differs from the direct 
investment idea in that it would issue 
bonds against a particular raw material 
and sell these bonds to investors, most 
likely to corporations already interest¬ 
ed in the material being supported. 
The agency would pass the funds col¬ 
lected from investors on to the state 
producing the raw material in an 
effort to help it develop its extraction 
or growth and to market it. 

The bank, according to the scheme, 
would be paid out of a share in produc¬ 
tion. The difference between this idea 
and the older form of economic, and, 
thus, possible political influence, would 
be that the investment would not be 
direct but would be made by foreign 
private investors through an internatio¬ 
nal institution. 

cold response 

It is difficutto think that this propo¬ 
sal will raise much enthusiasm in 
Nairobi where the producer states 
through UNCTAD am seeking not 
only to retain full control of their own 
economic products bul to have inter¬ 
national assistance to store them and, 
as do other traders, hold them back 
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from the markets when sales prices 
have fallen to a profitless level or even 
below it. The producer stales appear 
to be seeking no more than the same 
capability for their management of 
products of tin, copper, managnese and 
other industrial essentials as the oil* 
producing states have vividly demons¬ 
trated they have over their liquid gold 
and which American and European 
producers of such raw materials as 
coal have had for generations. 

It is the new producer states ill luck 
that, generally, they do not themselves 
possess sufficient bufferstock storage 
capacity or their own means of moving 
the stores when they need to put them 
on the markets. It is a second piece of 
ill fortune that they are proposing to 
acquire the same capability to with¬ 
hold stocks of raw material essentials for 
a price rise at a time when the indus¬ 
trialised countries are still recovering 
from the oil producers having success¬ 
fully and expensively succeeded in 
that operation. 

The producer states arc thus talking 
to buyers who have already been 
alarmed and who are thus in no mood 
to be obliging. They are also concern¬ 
ed over the fact that their industries 
are using raw materials in all forms— 
oil, gas, metals—so fast that, of all the 
primary products, only coal appears 


to have a long future. The most 
highly industrialised countries know 
that a time is approaohing when the 
most important raw materials will be¬ 
come more difficult to obtain and 
more expensive to buy. The raw mate¬ 
rial supply is becoming such that 
carefill and intelligent foresight is 
needed to cope with coming shrinka¬ 
ges of the most easily available sup¬ 
plies and the steadily expanding needs 
of sophisticated industries. This is a 
problem not only for the user but 
also for the supplier. The need for 
cash is tempting to the neediest pro¬ 
ducer, for him to sell if only the price 
is reasonable. The time will come, 
if restraint can be exercised in produ¬ 
cing and selling, when prices may be 
considerably higher then those offered 
today. 

The industrial nations* greatest prob¬ 
lem is energy. This point was driven 
home by the oil-producers three years 
ago. Energy and raw materials are 
inextricably linked and the most easily 
accessible ore areas are being exhaust¬ 
ed. Those states which sit on consider¬ 
able reserves of ore arc therefore sit¬ 
ting on the increasingly valuable and 
profitable asset. With the growth of 
industrialisation world-wide the value 
of ores rises steeply. For those whose 
prospect of any sizeable industrialisation 


is remote but who have the raw mate¬ 
rials, the urge to mine and sell, or even 
store with international financial aid, 
seems to need second thought. Those 
possessing higher grade ores are the 
most fortunate; those with lower grade 
ores probably need an earlier sale 
since the expense of processing low- 
grade ores is slowly becoming prohibi¬ 
tive and it should not be forgotten 
that, when driven into a corner by un¬ 
economic costs, the industrialised 
states, with immense resources for 
experiment and research, are remark¬ 
ably capable of inventing substitutes. 

The non-OPEC oil-producers, also 
are in the lucky position of being able 
to expand vastly their energy produc¬ 
tion within five or ten years. Thirteen 
countries in the non-OPEC group are 
likely to double their oil exports over 
the next four years. Since oil, being, 
after gas, the most easily handleable 
form of energy, it is likely to be the 
source most sought by the industria¬ 
lised states, its producers are likely 
to need to look far for the capital 
requirements to cover their increases 
in energy output, however, large these 
may be. With increasingly valuable 
ore reserves and a great potential in 
oil many developing states who are 
members of UNCTAD should not be 
too depressed by Nairobi’s outcome. 


Romania and the third world 


Romania has been working for the 
development of less advanced countries 
through economic collaboration. 
Romania feels itself linked to these 
countries and wants to speed up their 
economic and social development. It 
affirms the new relations of genuine 
equality and mutually advantageous 
collaboration among nations for the 
establishment of a new international 
economic order. As a natural conse¬ 
quence of this close cooperation, 
Romania has participated since last 
February as a full-fledged member in 


the activities of the “Group of 77”, 
which practically includes all develop¬ 
ing countries of the world. 

The scope of this policy of collabo¬ 
ration is tellingly illustrated by the 
fact that during the last 15 years the 
number of developing countries with 
which Romania has strengthened 
economic relations has trebled, stand¬ 
ing now at over 90. 

A significant role in the expansion 
and diversification of Romanian links 
with the developing countries has been 


P. lonescu 

played by the historic visits and 
meetings in recent years of President 
Nicolae Ceausescu with several beads 
of states in Latin America, Africa and 
Asia. These visits opened up oppor¬ 
tunities for the expanded mutually- 
advantageous collaboration with the 
states on these continents. What 
could be more significant than the fact 
that, following the visits by the Roma¬ 
nian President and the meetings in 
Romania with the heads of a large 
number of friendly countries, as many 
as 70 government agreements and 
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understandings of economic collabora¬ 
tion were signed with the developing 
countries, 26 with African countries, 
21 with Arab countries, 12 with Latin- 
American countries and 11 with Asian 
countries' A vast and particularly 
fertile economic framework has thus 
been created. 

At present almost 85 per cent of 
the total value of the cooperation 
contracts concluded by Romania 
abroad refer to developing countries, 
embracing some 100 objectives of 
mutal interest, in areas such as 
machine-building, mining, oil and 
geological research, transport, agricul¬ 
ture, woodworking, fishing and food 
industry, building and textile in¬ 
dustry. 

dynamic picture 

Given below are some of the instan¬ 
ces of collaboration between Romania 
and the developing countries, though 
the list docs not exhaust the dynamic 
picture of the mutually advantageous 
economic links. 

LATIN AMERICA: Argentina: An 
oil coke calcinating unit with an annual 
capacity of 200,000 tons; Peru: joint 
“Maquinas Herramientas Andinas 
S.A.” society, for machine-tool assem¬ 
bly; Ecuador: the joint “Profanin'* 
society, for the construction of a 
salicilic acid factory. 

AFRICA: Egypt: the Sodium 

factory of Alexandria; the Helwan 
tractor-assembly work; the Abu-Zabaal 
sulphuric acid plant; the Hamrawein 
phosphate exploitation and enriching 
compound; Sudan: a cotton spin¬ 
ning mill; Tunisia: The M’Rale 
compound for phosphate extraction 
and processing; People's Republic 
of the Congo: forest and woodworking 
compounds of Betou and Brazzaville; 
a synthetic fabric factory; Tanzania: a 
ready-made garments factory. 

ASIA : Iran: the Tabriz tractor 
factory, a soda ash factory; the wood- 


industrialisation combine of Neka; 
Jordan: The Zarka refinery; Iraq: a 
cement mill; bakeries; Lebanon: 
a cement mill; Syria: the delivery of a 
finished refinery with an annual capa¬ 
city of six million tons of oil; a wash¬ 
ing-drying installation for phosphate 
concentrates; a cement mill; Bangla¬ 
desh: a cotton spinning mill; 
Philippines: a thermal-power station; 
India: the Gauhati and Haldia refine¬ 
ries; the Singareni thermal-power 
station; Pakistan: the Karachi refinery; 
Sri Lanka: a wood-industrialisation 
compound. 

geological field 

LATIN AMERICA: Argentina: oil 
extraction (technical assistance and 
deliveries of drilling rigs and oil-field 
equipment); Brazil: oil extraction 
(deliveries of drilling rigs and oil¬ 
field equipment); Ecuador: the joint 
“Esepas” company for oil drilling; 
Colombia: coking coal; Peru: the joint 
‘‘Antamina” company, for non-ferrous 
ore extraction; oil extraction (technical 
assistance); Venezuela: oil extraction 
(technical assistance). 

AFRICA: Algeria: non-ferrous ores; 
Morocco: copper ores; The Central 
African Republic: various ores, hydro¬ 
carbons, diamonds (the joint “Scaro- 
mines” company); People's Republic 
of the Congo: iron ores; Kenya: lead 
deposits (the joint “Kmil” company); 
Zambia: copper deposits (the joint 
“Mokambo” company); Zaire: hydro- 
geological works. 

ASIA : Lebanon: iron ores; 
Syria: geological tapping, phosphate 
exploitation (the Kneifiss compound); 
Tran: various mining exploration and 
exploitation (the joint “Geomet" com¬ 
pany); Philippines : oil extraction 
(deliveries of drilling installations 
and oil-field equipment); India: oil 
extraction (deliveries of drilling 
rigs). 

LATIN AMERICA : Brazil: assem¬ 
bly. cooperation with the “Malves” 


company of Sao Paulo, of tractors and 
building equipment; delivery of techno¬ 
logies and technical assistance in 
pharmacy; deliveries of building equip¬ 
ment; Ecuador: technical assistance 
in mining, oil and geology; Mexico: 
deliveries of chemical equipment and 
installations; Peru: technical assistance 
in power engineering; Venezuela: 
technical assistance in agriculture and 
food industry. 

AFRICA: Algeria: the over-raising 
of the K’Sobdam; Libya: the exe¬ 
cution of public and civil constructions 
at Tripoli and in other localities: the 
construction of the Tarhuna-Beni- 
Walid highway: a fishermen’s harbour; 
Morocco: the construction of the 
Nador harbour; The Central African 
Republic: the joint societies of “Carom- 
bois” and “Larombois” for wood-work¬ 
ing, and “Somcarom” for cotton cultiva¬ 
tion and other technical crops; Peo¬ 
ple’s Republic of the Congo; the mo¬ 
dernisation of the Brazzaville shipyards; 
“Socoton”—a joint company for cot¬ 
ton cultivation and marketing; Nigeria: 
the joint ‘"Nirowi” company for wood 
industrialisation; Senegal: extension 
of the Dakar airport; Zaire: the 
joint “Zairom” agro-zootcchnica! com¬ 
pany. 

other ventures 

ASIA : Jordan: the construction of 
an oil pipeline; Iraq: the construction 
of the Arbil and Baquba highways; 
the construction of farm schools; 
Lebanon: the joint companies of 
“Sybline” (for cement production), 
“Socomex” (for machine-tools market¬ 
ing), “Merol” (the marketing of oil 
products), “Prodaco” (the marketing 
of farm foodstuffs); Syria: Technical 
assistance in agriculture (land amelio¬ 
ration, irrigations); Tran : Hydro- 
technical works; the modernization of 
the meteorological system; the Bandar 
Shahpour fishermen’s harbour; sun¬ 
flower cultivation; the construction of 
an electric line. 
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TRADE 

WINDS 


I ndo-Pakistan Accord 

India, and Pakistan have 
agreed to reestablish full 
diplomatic relations at the 
ambassadorial level ‘‘fairly 
shortly”: The two countries 
also agreed to resume over¬ 
flights suspended since the 
hijacking and subsequent 
blowing up of an Indian 
Airlines Fokker Friendship 
plane in Lahore. This was 
disclosed in a joint statement 
issued on May 14 at the 
conclusion of the three days 
of talks between the Pakistan 
government and an Indian 
delegation led by the 
Foreign Secretary, Mr Jagat 
S. Mehta. The two countries 
agreed to resume goods and 
passenger traffic by rail 
through the Wagah-Attari 
border. 

Tariff Preferences to 
UK Withdrawn 

The government has de¬ 
cided to withdraw the tariff 
preferences extended to the 
UK in two stages. In the 
first stage 75 per cent of 
the tariff preference will be 
withdrawn on July 1, 1976, 
and the final withdrawal 
will be effected on July 
1, 1977. The preference 
shown to the uk was the 
difference between the most¬ 
favoured-nation rate of 
duty and the UK_ preferen¬ 
tial rate. The question of 
preferences extended to the 


UK in India’s tariffs was 
engaging the attention of 
the government following 
the termination of the 
UK-India trade agreement 
with effect from February 
1, 1973, as a result of UK’s 
entry to the European Eco¬ 
nomic Community (ECC) 
and its need for harmoni¬ 
sing its tariffs with that of 
the Community. 

Rupee—Rouble Rate 

A high-level economic 
team will go to Moscow 
shortly to hold discussions 
there for settling the rupee- 
rouble rate which was 
hanging fire for the last 
many months and which 
acted as an impediment to 
the expansion of bilateral 
trade and commerce. 

The Indian team will 
reach Moscow this month- 
end or early next month so 
that an amicable settlement 
could be reached oq this 
ticklish issue before Mrs 
Gandhi's arrival there on 
June 8. After delinking of 
Indian rupee from the 
sterling, India has suggested 
to Moscow that the rupee- 
rouble parity rate had to 
be fixed in a suitable way. 
Since the Indo-Soviet re¬ 
lations, both political and 
economic, are in a good 
shape, the leadership of 
both the countries have 


decided to settle the rupee- 
rouble issue in an amicable 
way. 

IMF Cold Auction 
front Juno 2 

The International Mone¬ 
tary Fund (IMF) will auction 
25 million ounces of gold 
over a four-year period, 
beginning June 2, the IMF 
Managing Director, Mr 
Joahannes Wittevecn, an¬ 
nounced on May 6. The 
proceeds will be used to 
benefit poor nations. The 
first sale will be 780,000 
ounces, which will be auc¬ 
tioned in minimum amounts 
of 2,000 ounces at the cur¬ 
rent market prices of about 
$130 an ounce. Mr Wittevecn 
said 15 other auctions 
would be held during the 
next two years at which 
12.5 million ounces of gold 
would be sold. The rest 
would be auctioned in the 
following two years, al¬ 
though details on the sales 
may change. 

IBRD Rises Interest 
Rate 

The World Bank has 
announced an increase in 
the interest rate of its nor¬ 
mal loans to the less-deve¬ 
loped countries and a new 
formula that could lead to 
further increases in the 
future. 

According to the an¬ 
nouncement the bank’s 
lending rate would rise 
immedietely from 8.5 to 
8.85 per cent and after July 
1 would be one-half of one 
per cent above the “average 
weighted cost of funds bor¬ 
rowed by the Bank in the 
the preceding 12 months.” 


The rate will be quar¬ 
terly. 

An apparent result of 
the bank decision will be a 
slowing down of the in¬ 
crease in its lending. At 
the same time the bank’s 
earnings will be somewhat 
enlarged from the amount 
it advances. 

Indo-lranian 

Cooperation 

Iran and India signed on 
May 14, a protocol envisag¬ 
ing new horizons of economic 
cooperation between the two 
countries. 

The protocol, signed by 
Mr Manucvehr Taslimi, 
Iranian Commerce minister, 
and Mr A C. George, Indian 
minister of state for Civil 
Supplies, recorded the agreed 
minutes of the discussions 
between the two countries 
envisaging Indian coopera¬ 
tion in setting up plants in 
Iran for processing alumina, 
joint ventures for production 
of refinery equipment and 
paper manufacturing facili 
tics. 

Mr Taslimi said that the 
bilateral economic relations 
were based on the discus¬ 
sions of the prime minister 
of India, Mrs Indira Gandhi 
and the Iranian prime 
minister Mr Amir Abbas 
Hoveyda, which envisaged 
the opening of new horizons 
of cooperation between the 
two countries. 

The joint communique on 
the prime ministers' discus¬ 
sions, issued on May 14 
made it clear that the rela¬ 
tions between the two 
countries would not be ofl 
any ad hoc basis but would 
be established on the basis 
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of a permanent, continuous 
relationship between the two 
countries. Mr Tastimi said 
that the two sides had exa¬ 
mined a number of areas of 
possible cooperation and 
taken up those which would 
prove to be mutually advan¬ 
tageous. 

Telecom Rates for 
W. Asia Revised 

The .charges for overseas 
telegrams, telex and tele¬ 
phone calls to west Asian 
countries have been revised 
with effect from May 
15, 1976. Telegrams to 
west Asian and common¬ 
wealth countries, both ordi¬ 
nary and press, will cost 
more. It will be Rs 2 as 
against Rs 1.50 per word 
for ordinary telegrams 
and 50 paise per word as 
against 40 paise for press 
telegrams. 

Telex calls to west Asian 
counties will cost Rs 72 as 
against Rs 54 for first three 
minutes and Rs 24 as agai- 
st Rs 18 for each addi¬ 
tional minute. 


Telephone calls to the 
west Asian countries will 
cost Rs 12 more. It will 
be Rs 72 for the first three 
minutes as against Rs 60 
and for each additional 
minute it will be Rs 24 as 
against Rs 20. The existing 
uniform telegram rate ap¬ 
plicable to all common¬ 
wealth countries will be 
abolished and the rate will 
now be according to the 
geographical location of 
the country. 

Another feature of the 
revision is that the tele¬ 
phone and telex rates will 
be applicable as per the 


geographical location of the 
country. At present the 
rates depend on whether 
the calls are directly put 
through or switched through 
another centre like London. 
This will mean a slight 
reduction in the rates for 
calls from India to Euro¬ 
pean countries. 

There is no change in the 
rates for services to coun¬ 
tries in the American con¬ 
tinents and other places 
in the western hemisphere 
and countries in Asia, 
Africa, Oceania and Europe. 
There will also be no 
change in the existing rates 
with neighbouring countries 
like Afghanistan, Pakistan, 
Bangladesh, Nepal, Sri 
Lanka and Burma. 

Debt Relief to States 

The centre has decided 
to provide relief of the 
order of Rs 1,990 crore to 
the states in debt repay¬ 
ments during the five-year 
period 1974-79. 

The liberalised terms of 
repayment are more gene¬ 
rous than those recommend¬ 
ed by the sixth Finance 
Commission and exceed 
its estimates by over Rs 21 
crore. 

The state-wise debt relief 
granted is as follows: 
Andhra Pradesh Rs 191.82 
crore, Assam Rs 154.31 
crore, Bihar Rs 138.43 
crore, Gqjarat Rs 40.25 
crore, Haryana Rs 28.80 
crore, Himachal Pradesh 
Rs 34.05 crore, Jammu and 
Kashmir Rs 132.29 crore, 
Karnataka Rs 126.89 crore, 
Kerala Rs 111.91 crore, 
Madhya Pradesh Rs 87.65 
crore, Maharashtra Rs 68.22 
crore, Manipur Rs 20.85 


crore, Meghalaya Rs 8.43 
crore, Nagaland Rs 5.11 
crore, Orissa Rs 159.44 
crore, Punjab Rs 14.92 
crore, Rajasthan Rs 276.88 
crore, Tamil Nadu Rs. 88.39 
crore, Tripura Rs 11.60 
crore, Uttar Pradesh 
Rs 154.17 crore and West 
Bengal Rs 136.25 crore. 


While recommending the 
grant-in-aid of the revenues 
to states under Article 275 
of the Constitution, the 
Commission did not take 
into account in its assess¬ 
ment the interest liabilities 
on their fresh borrowings 
during the period 1974-79 
or interest receipts on fresh 
lendings by the state 
governments during the 
forecast period. 

The Commission recom¬ 
mended that the net com¬ 
mitment that would devolve 
on the states by way of 
interest charges as a result 
of the government of 
India’s decision on central 
assistance for state plans 
be computed by the minis¬ 
try each year and that the 
president should be moved 
to raise, to the extent 
required, the grants payable 
during 1974-75 to 1978-79 
under Article 275 of the 
Constitution. 

In the case of the states 
which did not qualify for 
grants-in-aid in terms of 
the Commission’s award, 
the net commitment on 
account of interest liabilities 
on fresh borrowings and 
lendings has to be set off 
against the surpulses as as¬ 
sessed by the Commission 
and the net deficit, if any, 
has to be given as grant-in¬ 


aid under Article 275 of 
the Constitution by a Presi¬ 
dential Order. 

The state governments 
and the accountants gene¬ 
ral have been asked to fur¬ 
nish data regarding actual 
loan receipts and disburse¬ 
ments during 1974-75. 
Necessary action for the 
issue of the Presidential 
Order will be taken as soon 
as the requisite information 
becomes available and is 
examined in the Finance 
ministry. 

Govt. Director* for 
Bird & Co. 

In order to effectively 
safeguard the interest of 
the Company and the public- 
interest the government has 
appointed the following 
directors for Bird and Co. 
Mr J Mallick, Chief 
Judge, City Civil Court 
(Retd), Calcutta; Miss 
Roma Mozumdar, Commis¬ 
sioner of Commerce and 
Industries and Secretary to 
the government of West 
Bengal, Calcutta; Mr PK 
Sen, General Manager, 
United Bank of India 
(UBI), Calcutta; Mr Bikash 
Roy, Managing Director, 
Lagan Jute Machinery Co 
Ltd., 24B, Park Street, 
Calcutta; Dr G.R. Kulkarni, 
Planning Manager, Natio¬ 
nal Organic Chemical 

Directorate of Purchase 
and Stores, Department 

of Atomic Energy 
Bombay 

Due date of tender No. 
DPS/RRC/EEQ/80 to be 
opened on 17.5.76 for 
Relay Panel and Relays 
for the protection of Alter¬ 
nator—1 No. extended 
upto 3 pm on 31.5.76 
__davp 848(51)78 
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Industries Limited, Bombay. 
The directors will hold the 
office for a period of three 
years with effect from May 
12, 1976. 

Modernisation of Sick 
Units 

The union ’ government 
has approved a scheme of a 
new line of credit under 
which Rs 100 crores will be 
dispersed during the cur¬ 
rent year for modernisation, 
renovation and rehabilita¬ 
tion of jute, sugar, cotton 
textiles and engineering 
industries. The money will 
be advanced by the Indus¬ 
trial Development Bank in 
collaboration with other 
term-lending institutions. 
The amount will be raised 
in subsequent years. It is 
estimated that over Rs 1,500 
crores will be required to 
modernise the sick indus¬ 
tries in the country. 

Study Panel for 
Backward Areas 

The government has con¬ 
stituted a committee under 
the chairmanship of 
Mr T.A. Pai, minister for 
Industries and Civil Supplies, 
to consider steps necessary 
for the development of back¬ 
ward areas in the country. 

Mr A.C. George, Mr B.P. 
Maurya and Mr A.P. Sharma, 
ministers of State in the 
ministry, Mr R. V. Raman, 
Secretary, Industrial Deve¬ 
lopment, Mr Mantosh 
Sondhi, Secretary, Heavy 
Industries, Brig Sawhney, 
Secretary, Technical Deve¬ 
lopment, ahd the Develop¬ 
ment Commissioner for 
Small-Scale Industries, will 
be members. Mr P.C. Naik, 
Joint-Secretary, ministry of 
Industrial Development, will 


be Secretary of the com¬ 
mittee. 

The committee will make 
a study in depth of the con¬ 
cessions and incentives so far 
granted for the development 
of backward areas, and con¬ 
sider further steps necessary 
for uniform growth of these 
areas. It will identify the 
local skills and the nature 
of industries which could 
exploit them. It will make 
its proposals after discussions 
with financial institutions, 
lead banks and state govern¬ 
ments. 

Development of 
Sikkim 

The major thrust of the 
economic programme in 
Sikkim’s Annual Plan for 
1976-77 would be on rural 
development. Adequate 
emphasis would be laid on 
agriculture and allied sectors, 
village and small industries 
and the exploitation of the 
mineral and forest wealth of 
the state. For the current 
financial year Sikkim’s Plan 
has been approved with an 
outlay of Rs 122 million as 
against a provision of Rs 63.1 
million for the previous year. 

The main objective of the 
development programmes 
for Sikkim is to improve the 
economic conditions of the 
rural population foe some 
time. This will continue to 
be the priority. Gradually, 
the exploitation of minerals 
and forest wealth will also 
be taken up and there would 
be a major thrust in the 
developmental activity—as 
in agriculture. The agricul¬ 
tural programmes aims at 
achieving an intensive and 
scientific cultivation of 76,000 
hectares now under cultiva¬ 


tion. During the current 
year high yielding maize 
would be introduced in 
approximately 2800 hectares 
and apple orchards would be 
developed in the high 
attitudes. Sweet potatoes 
would also be introduced in 
suitable areas at high 
altitudes. 

Research and develop¬ 
ment programmes suggested, 
include the setting up of a 
research sub-station at 
Shillong by the Indian 
Council of Agricultural 
Research and of a soil test¬ 
ing laboratory in the state. 

At present there is no 
medium irrigation project 
on land or under investiga¬ 
tion. Provisions to locate 
potential sites for both flow 
and lift irrigation in the 
state have been planned in 
the current fiscal year 
budget. 

Effect of interest 
Rates on Bank Credit 

The incidence of the in¬ 
creased rates of interest on 
bank credit, effected under 
the restrictionary credit 
policy evolved since 1973, is 


determined by the constitu¬ 
tion of the borrower, the 
purpose of loan and the size 
of the bank. The size of 
the loan docs not appear to 
be an important considera¬ 
tion. While the public 
sector has been virtually 
insulated from the effects 
of the increased interest 
rates, agriculture and small 
industry have been given 
some preferential treatment. 
The incidence of the 
increased interest rates on 
organised private sector 
industry was by no means 
severe, considering its over¬ 
all significance. 

The incidence was most 
pronounced in the case 
of private sector" trade, 
especially wholesale trade, 
and service industries. 
This is the finding of a 
study on the incidence and 
effect of the increased rates 
of interest on bank credit 
published in the February 
1976 issue of the Reserve 
Bank of India Bulletin. 

As of December 1974, 
20.8 per cent (Rs 1,227 
crores) of the total bank 


r 
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REACTOR FOR SALE 

One Aluminium wound 60 kvAr, 11 kv line, 3 
phase, 50 Hz Reactor with 6% Impedance (381 
volts choke at 52.5 Amperes full load current) 
complying requirement of BS : 171/1959 is readily 
available for sale on an attractive cost on 
ex-stock basis. Interested parties may contact : 
The Manager (Commercial) 
Transformer Division 
M/s Bharat Heavy Electricals Limited, 
Bhopal-462022. 

Phone l 2201 PBX 39 GRAM : BHARATELEC 
TLX : 010 206 
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credit (accounts of credit 
limit of over Rs 10*000 and 
excluding bills) had been 
provided at 12 per cent or 
less, 63.6 per cent (Rs 3,760 
crores) at between 12 and 
16 per cent and 15.6 per 
cent (Rs 923 crores) at 
above 16 per cent. The 
weighted average rate 
of interest worked out to 
13.9 per cent, the heaviest 
concentration of credit being 
in the interest range 14-16 
per cent, accounting for 
as much as 43 per cent of 
total credit. Credit given 
at over 18 per cent amounted 
to just a little over Rs 100 
crores or 1.8 per cent of 
total credit. 

ARDC Bonds 

The Agricultural Refinance 
and Development Corpora¬ 
tion will be issuing the tenth 
series of bonds of the face 
value of Rs 25 crores. The 
issue price will be Rs 99 
for every Rs 100 of the 
bonds applied for. The 
bonds will bear interest at 
6 per cent per annum pay¬ 
able half yearly on Novem¬ 
ber 17 and May 17 each 
year. They will mature for 
repayment at par on May 
17, 1986. 

The bonds are guaranteed 
as to repayment of princi¬ 
pal and payment of interest 
by the central government. 
They will be “Trustee 
Securities’' under the Indian 
Trusts Act, 1882 and appro¬ 
ved securities for the pur¬ 
pose of the Insurance Act, 

1938 and the Banking Regu¬ 
lation Act, 1949. 

The bonds opened for 
public subscription from 
May 17 to 19, both 
days inclusive. The ARDC 
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reserves die right to retain 
subscriptions up to 10 per 
cent in excess of the notified 
amount. Applications for 
bonds will be received at the 
Reserve Bank's offices at 
Ahmedabad, Bangalore, 
Bombay, Calcutta, Hydera¬ 
bad, Kanpur, Madras, New 
Delhi and Patna in the 
forms available at the said 
offices as well as the offices 
of the ARDC located at 
these centres. 

The issue of bonds is 
to enable ARDC to meet 
the increasing demand 
for financing Agricultural 
development. Since it 
started functioning in 
1963 and up to the end of 
1976, the ARDC has sanc¬ 
tioned 2,673 schemes involv¬ 
ing a commitment of 
Rs 1,030 crores, of which an 
aggregate amount of Rs 530 
crores has been disbursed. 

Export of Steel 
Plates 

Rourkela Steel Plant has 
the proud privilege to exe¬ 
cute the first ever major 
export order for plates from 
India. Presently, the plant 
is processing 2450 tonnes of 
plates and 1450 tonnes of 
hot rolled sheets for ex¬ 
port to Kuwait and Dubai. 
Supplies arc likely to 
be completed from Rourkela 
by middle of this month. 
Rourkela, following this, 
would also execute another 
export order to Kuwait and 
Dubai for 1400 tonnes of 
plates and sheets to be com¬ 
pleted in June, 1976. 

With this total value of 
foreign exchange earned 
would come to about Rs 91 
lakhs. 

This is a humble begin- 
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nfog and Rourkela expects 
to contribute significantly in 
foreign exchange earning by 
. farther export of plates. 

Rourkela Exceeds 
Targets 

Rourkela Steel Plant has 
closed the month of April 
1976 with 99,576 tonnes of 
saleable steel and 24,193 
tonnes of CAN fertilizer. 
Compared to the targets of 
83,500 tonnes and 20,200 
tonnes respectively, fixed for 
the month, the actual pro¬ 
duction means 119.3 per cent 
of the targets. 

In the production of hot 
metal and ingot steel and 
also ingot steel rolling, the 
target fulfilment was over 
100 per cent. 

During April 1976, the 
sintering plant, open 
hearth furnaces and plate 
mill have operated at the 
full rated capacity. It may 
be mentioned that the plate 
mill has now operated for 
eighth successive month at 
and above the rated 
capacity. 

New monthly records of 
production have been estab¬ 
lished in extra hard pitch, 
coal-tar heavy oil and wash 
oil during the month. The 
production of extra hard 
pitch — a very important 
material for Aluminimum 
Industry — was 3224 tonnes 
which bettered ' the previous 
best of 2600 tonnes made 
only last month. The pro¬ 
duction of coal tar heavy oil 
— raw material for manu¬ 
facture of carbon blocks— 
was 1080 tonnes which sur¬ 
passed the previous best of 


925" tcnnes made only last 
mouth. The production of 
wash oil was 588 tonnes 
against the previous best of 
540 tonnes made in January 
1976. The total despatch of 
by products during the 
months was also a new 
monthly record of 6927 
tonnes. 

Thu Silver Eveready 

The maximum price of 
the new leakproof silver 
EVEREADY is only Rs 1.80 
per piece which is the low¬ 
est in the market, accord¬ 
ing to the Union Carbide 
India Ltd. The battery jac¬ 
ket is in •striking silver and 
features the famous EVE¬ 
READY “Cat and 9’’ in 
red rectangle. The jacket is 
made of tough and glossy 
polyester compound. The 
jacket is rust-proof since it 
has no chemical reaction to 
water. This makes it the 
“ideal battery” for the hu¬ 
mid climate of our country. 
Further, the jacket being 
non-conductivc, there is no 
fear of short circuiting, 
which according to the tran¬ 
sistor radio manufacturers 
is not uncommon with other 
expensive batteries available 
in the country. 

Names in the News 

Dr A Patani was elected 
President of the Indian Drug 
Manufacturers’ Association 
for the year 1976-77. 

Mr A. B. Godrej, Director 
of Godrej Soaps Pvt. Ltd 
has been appointed chair¬ 
man of the reconstituted 
Development Council for 
Oils, Soaps and Detergents 
for a period of two yean. 
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COMPANY 

AFFAIRS 


Indian Overseas Bank 

The yea* 1975 was a year 
of gratifying achievements 
for the Indian Overseas 

Bank. The banks deposits 

and other accounts in India 
and abroad registered an 
all time increase of 
Rs 19.5 crores (31.8%) 

from Rs 249.26 crores 
to Rs 328.74 crores 

during the year 1975, 
surpassing the planned ex¬ 
pectation of Rs 70 crores, 
in the preceding year the 
overall deposit growth was 
Rs 40 crores ("19.2%). Ad¬ 
vances moved up to Rs 224 
crores, an increase Rs 60.5 
crores (37.5%). In keeping 
with expansion in advan¬ 
ces and deposits the profits 
after tax rose by 47 per cent 
from Rs 111 lakhs in 1974 
to Rs 163 lakhs in 1975. 
The directors have appro¬ 
priated one crore of rupees 
to reserve fund, Rs 40.43 
lakhs for contingencies, 
Rs 5.93 lakhs for bonus 
paid to the overseas em¬ 
ployees of the bank and 
Rs 16.25 lakhs to govern¬ 
ment of India. 

The banks aggregate de¬ 
posits in India (exclusive of 
inter-bank and other liabili¬ 
ties not in the nature of 
deposits from public) moved 
up at an impressive rate of 
33 per cent, more than 
double the rate (16.4%) of 
the banking sector as a 
whole. In the previous 
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year bank’s rate of growth 
in India was 21 per cent. 
The corporate performance 
goal set by the bank for de¬ 
posit mobilisation of Rs 66 
crores for 1975—was ex¬ 
ceeded with an achievement 
of Rs 73.5 crores. Rurat 
and semi-urban branches 
accounted for over Rs 17 
crores of the increase in the 
year 1975 compared with 
Rs 10 crores in the previous 
year. 

Advances of the bank in 
India rose from Rs 149.6 
crores to Rs 203.9 crores, 
an increase of Rs 54.3 
crores (38%) against Rs 27.4 
crores (22%) in 1974. 
Procurement credit to the 
state and the central govern¬ 
ment absorbed for Rs 12 
crores. Credits to public 
sector enterprises—including 
joint sector and coopera¬ 
tive sector—accounted for 
almost 28 per cent of the 
outstanding advances of 
the bank as at the end 
of 1975 against 15.6 per 
cent in 1974. 

v 

Resounding Increase 

In implementing the 
20-point economic pro¬ 
gramme, the bank advances 
to agricultural sectot regis¬ 
tered a resounding increase 
from Rs 13.5 crores to 
Rs 28.3 crores in 1975. 

The bank’s involvement 
in the employment promo¬ 
tion programme registered 
a good progress. Loans 

1139 


disbursements under this 
scheme amounted toRs43 
lakhs against 16 lakhs in 
the preceding year. Ad¬ 
vances to this category of 
borrowers moved up from 
Rs 9.3 crores to Rs 10.6 
crores. In the field of 
branch expansion 65 new 
branches were opened this 
year compared to 45 in 1974. 
Overall, performance of the 
bank had been very satis¬ 
factory. 

Philips India 

Philips India which has 
maintained its magnificent 
record of progressive rise in 
production and sales for the 
past several years has suf¬ 
fered a setback in its 
working during 1975 largely 
due to the very difficult 
business conditions which 
prevailed during the year. 
Due to adverse market con¬ 
ditions consumer demand 
for most of the company’s 
products was sluggish and 
hence sales during 1975 
decreased by 3.8 per cent to 
Rs 592.0 mn from Rs 615.6 
mn last year. The decline 
in sales was most marked 
in respect of radios and 
lighting fittings and acces¬ 
sories. However, sales of 
professional equipment in¬ 
creased. 

Gross profit before tax, 
after charging Rs 20.0 mn 
for depreciation and Rs 20.2 
mn for interest amounted to 


Rs 51.1 mn in 1975 as 
against Rs 115.0 mn in the 
previous year. The fall in 
gross profits is mainly due 
to higher raw material and 
operating costs resulting in 
low margins. Further, the 
reduced volume of sales and 
the production cuts led to a 
lower recovery of fixed 
expenses. 

Same Dividend 

The directors have re¬ 
commended a dividend of 
Rs 0.95 (same as 1974) per 
equity share amounting to 
Rs 12.9 mn. Out of the 
proposed dividend, Rs 0.41 
per equity share will be 
paid immediately while the 
balance will be paid m two 
equal instalments on re¬ 
ferred basis. 

Despite the world reces¬ 
sion the company was able 
to achieve an export level 
of Rs 31.6 mn compared to 
Rs 33.5 mn in 1974. In 
1975 the company was 
again a net earner of foreign 
exchange on current account 
in that the export earnings 
exceeded the outflow of 
foreign exchange on account 
of imported raw materials 
and piece parts, dividends, 
technical assistance fees and 
interest. 

The government has 
granted the company manu¬ 
facturing licences for pro¬ 
duction of intercommunica¬ 
tion apparatus and for 
expansion of production of 
multimeters and high fre¬ 
quency oscilloscopes. The 
entire expanded production 
of multimeters and a large 
part of production of inter¬ 
communication apparatus 
and 50 per cent of expanded 

MAT 21, 1976 



production of oscilloscopes 
are to be exported. 

The company has also 
received letters of intent for 
expansion and export of 
glowswitches/startcrs, loud¬ 
speakers, carbon resistor 
caps and amplifiers. The 
company has also received 
letters of intent for produc¬ 
tion of professional micro¬ 
phones and diamond drawing 
dies. 

The company has received 
manufacturing licence and 
capital goods licence for 
production of tape recorders 
krypton miners safety lamps 
and variable gang con- 
densors. The production of 
all these items is expected 
to start by the end of 1976. 
The entire production of 
variable gang condensors 
and 40 per cent of the pro¬ 
duction of tape recorders 
is to be exported. 

New Technology 

Since the end of 1975, 
plant and equipment has 
been installed for further 
integration in the produc¬ 
tion of tungsten and molyb¬ 
denum wire used in lamps. 
This will introduce new 

technologies in India and 
will help save valuable 

foreign exchange. 

Sale of lighting fittings 
and their accessories were 
much lower than those of 

last year because of a 

general slowing down of 
building activity and a low 
level of overall investment 
in the country. 

The world-wide recession 
in electronics affected the 
company’s exports adver¬ 
sely which, together with 
reduced local requirements, 


resulted in curtailed pro¬ 
duction. 

Production and sales of 
radios fell considerably in 
1975. Market demand 
which has been stagnant 
during the last four years 
fell in 1975 by about 15 
per cent. Whilst sales of 
record playing equipment in 
the home market were satis¬ 
factory, exports were below 
expectation. 

The company continued 
its efforts to introduce new 
innovations, techniques and 
technologies in its various 
products. Rs 12.5 mn was 
spent on Research and 
Development in 1975. 

Polyolefins Industry 

Inspite of a sharp fall in 
the gross profits of the 
Polyolefins Industry from 
Rs 717.37 lakhs in 1974 to 
Rs 569.49 lakhs during 
the year ended December 
1975, and in the net profits, 
the directors have chosen 
to raise the equity dividend 
from 12 per cent to 16 per 
cent for the year under 
review, on equity shares of 
Rs 100 each. 

Production of high den¬ 
sity polyethylene went down 
from 26,034 tonnes to 
22,145 tonnes and sales 
from 23,499 tonnes to 
22,795 tonnes. In the 
meantime in terms of total 
sales value and the excise 
duty the amount rose 
from Rs 938.45 lakhs to 
Rs 1101.71 lakhs. 

After providing Rs 94.11 
lakhs towards depreciation 
reserves and Rs 287.20 
lakhs for taxation, a sum of 
Rs 139 lakhs is transferred 
to general reserve out of 
which dividends arc to be 


paid. The interim dividend 
of Rs 6 per equity share 
absorbed Rs 43.20 lakhs 
and the final dividend of 
Rs 10 will absorb another 
Rs 72 lakhs making a total 
of Rs 115.20 lakbsforthe 
year 1975 as against Rs 86.40 
lakhs in the preceding year. 

TIIC 

The Tamil Nadu Industrial 
Investment Corporation Li¬ 
mited (TUC)the oldest state- 
level development bank in 
the country,which celebrated 
its silver jubilee during 1974, 
has been making stupendous 
progress in its operations 
since, then, by extending fi¬ 
nancial assistance to a var¬ 
iety of industries with attrac¬ 
tive incentives and conces¬ 
sions depending upon the 
merits of the cases. 

The total assistance 
sanctioned during the year 
1975-76 in respect of 
613 applications amount¬ 
ed to Rs 21.35 crores, as 
against Rs 18.23 crorcs 
sanctioned in respect of 486 
cases in 1974-75. The cor¬ 
responding figure for 1973- 
74 was Rs 6.64 crorcs in 
respect of 165 cases. 

Disbursements during 
1975-76 were of the high 
order of Rs 13.02 crores, as 
against Rs 4.03 crores during 
1973-74, Rs 8.24 crores 
during 1974-75. The assis¬ 
tance sanctioned was spread 
over all the districts of the 
state of Tamil Nadu as also 
Pondicherry. The outstand¬ 
ing assistance stood at 
Rs 50.26 crores, as against 
Rs 31.41 crores as at March 
31, 1974 and Rs 37.67 
crores as at March 31, 1975. 

TilC’s assistance to units 
in the industrially less deve¬ 


loped areas bad also shown 
a significant increase during 
the year 1975-76, in that it 
had amounted to Rs 11.74 
crores in respect of 291 ap¬ 
plications as against Rs 3.29 
crores in respect of 68 appli¬ 
cations and Rs 9.12 crores 
in respect of 184 applications 
during the years 1973-74 and 
1974-75 respectively. The 
amount of assistance to 
backward areas had amount¬ 
ed to 55 per cent of the total 
sanctions during the period 
under review. 

Small-Scale Sector 

Assistance to small-scale 
sector sanctioned during the 
year ended March 31, 1976 
amounted to Rs 7.07 crores 
in respect of 495 applica¬ 
tions, compared to Rs 2.43 
crorcs in respect of 124 ap¬ 
plications and Rs 6.68 cro¬ 
res in respect of 393 appli¬ 
cations during the previous 
years of 1973-74 and 1974- 
75 respectively. TIIC's as¬ 
sistance under a foreign ex¬ 
change line of credit to the 
extent of Rs 18 crores exten¬ 
ded by the International 
Development Association 
(IDA) to all the SFCs in the 
country had amounted to 
Rs 3. 74 crorcs during 1975- 
76, as against Rs 0. 91 cro¬ 
res in 1973-74 and Rs 2.90 
crores in 1974-75. 

The total cost of the proj¬ 
ects assisted during the peri¬ 
od under review had amo¬ 
unted to as much as Rs36.62 
crores. TIIC’s assistance, 
therefore, had amounted to 
58 per cent. The projects 
assisted would provide 
direct employment to about 
12,700 people and when in 
full production they would 
produce goods and servies 


IASTBRN ECONOMIST 


1140 


MAY 21,1976 



valued about Rs 123 crores 
in the near future. 

Elgin Mills 

The performance of Elgin 
Mills during the year 
ended Decemper, 1975 has 
pushed the company into 
deeper losses over those in 
1974, with a fresh deficit of 
Rs 56.77 lakhs against Rs 
23.44 lakhs. This is despite 
the gross sales looked up to 
Rs 15.99 crores against 
Rs 15.37 crores. 

The deficit has been arriv¬ 
ed at after setting aside Rs 
33.36 lakhs (Rs 40.77 lakhs) 
for depreciation and nil 
(Rs 9 lakhs) for development 
rebate reserve. After certain 
adjustments there is a 
balance of Rs 42.99 lakhs to 
be carried forward. The 
directors have decided to 
pass over the dividend 
for the second year 
in succession. The last pay¬ 
ment of dividend of 10 per 
cent was in 1973. Even the 
payment of the preference 
dividend is being withheld. 

The company is likely to 
show some improvement in 
the current year, if the 
anticipated government 
measures materialised. 

Syndicate Bank 

The net profit of the Syn¬ 
dicate Bank improved from 
Rs 152.13 lakhs in 1974 to 
Rs 155.22 lakhs in 1975 
showing an increase of Rs 
3.09 lakhs. Out of the net 
profit a sum of Rs 45 lakhs 
has been transferred to the 
statutory reserves, Rs 86.50 
lakhs to provisions for con¬ 
tingencies and Rs 23.72 lakhs 
to the central government 
(6.5% of the compensation 
ampunt paid by government 
to the erstwhile bank). 

The deposits of the bank 


have increased from Rs 
426.06 crores to Rs 536.60 
crores during the year, res- 
ultingin an increase of 25.91 
percent. A notable feature 
of the bank’s performance 
is the collections made by 
way of small savings. The 
collections under small sav¬ 
ings schemes like the Pigmy 
and the Adarsh exceeded 
Rs 39 crores. Under savings 
bank the deposits increased 
from Rs 108.02 crores to 
Rs 132.74 crores, showing an 
increase of 22.4 per cent. 

Priority Sectors 

The total advances of 
the bank moved up from 
Rs 281.37 croees to 
Rs 381.09 crores—an in¬ 
crease of Rs 99.72 crores. 
The share of piiority sec¬ 
tors in net total advances 
(excluding food procure¬ 
ment credit) is 48 per cent. 
The advances to priority 
sectors rose from Rs 130.98 
crores to Rs 170.11 crores 
covering 3.66 lakh accounts. 
Agricultural advances 
amounting to Rs 50.24 
crores were spread over 
2.28 lakh borrowers, mos¬ 
tly small farmers. Advances 
to priority sectors and pub¬ 
lic sector undertakings to¬ 
gether accounted for 63 per 
cent of the total advances 
of the bank. Advances to 
small scale industries and 
transport sector increased 
from Rs 49.05 crores to Rs 
66.19 crores. The magnitu¬ 
de of the bank’s assistance 
to educated unemployed for 
self-employment was of the 
order of Rs 8.71 crores. The 
bank continues to occupy 
the pre-eminent position in 
the banking sector in res¬ 
pect of advances under Dif¬ 
ferential Rates of Interest 


Scheme. The bank has ad¬ 
vanced Rs 144.72 lakhs 
under this scheme covering 
31,805 accounts. These ac¬ 
counts are of persons from 
neglected sections of the 
society such as vegetable 
vendors, basket makers, pot¬ 
ters, fish vendors and small 
farmers, etc. 

The bank opened 67 new 
branches in 1975, of which 
41 were in rural and semi- 
urban areas and 15 in met¬ 
ropolitan areas. The bank 
ended the year with 778 
branchas. As on today, the 
bank has 791 branches, of 
which 531 branches are loca¬ 
ted in rural and semi-urban 
areas. 

The bank’s paid-up capi¬ 
tal amounted to Rs 141.97 
lakhs. With the transfer of 
Rs 62.51 lakhs to the sta¬ 
tutory reserves and Rs 13.01 
lakhs to other reserves, 
the banks Reserve Fund 
and other rererves as at the 
end of the year amounted 
to Rs 361 lakhs. 

Hoechst 

The directors of Hoechst 
Dyes and Chemicals have 
recommended a bonus issue 
in the ratio of two bonus 
shares for every five equity 
shares held by capitalising 
Rs 54 lakhs from the gene¬ 
ral reseive No-1, subject to 
the approval of Controller 
of Capital Issues. The 
directors have also recom¬ 
mended a final equity divi¬ 
dend of 11 per cent per 
annum absorbing Rs 14.85 
lakhs with which the in¬ 
terim dividend of 6 per cent 
claiming Rs 8.10 lakhs, will 
make a total annual divi¬ 
dend of 17 per cent aggre¬ 
gating to Rs 22.95 lakhs as 
against 12 per cent (Rs 16.20 


lakhs) paid during the pre¬ 
ceding year. The proposad 
dividend (17%) is payable 
out of the earnings of 
Rs 3.97 per equity share 
while the previous years 
dividend (12%) was paid 
out of earnings of Rs 6.39 
per share. 

Sharp Rise 

The financial reserves of 
the company have reported 
a sharp rise in the total 
sales from Rs 40.46 crores 
to Rs 45.25 crores, an in¬ 
crease of 12 per cent, but 
side by side there has been 
fall in the gross profits 
from Rs 3 J 1.82 lakhs to 
Rs 179.82 lakhs, in the year 
ended December 1975. After 
providing Rs 9.75 lakhs 
(Rs 7.20 lakhs) for deprecia¬ 
tion, Rs 116.72 lakhs 
(Rs 219.50 lakhs) for taxa¬ 
tion and nil (Rs 60.000) for 
development rebate reserve, 
the directors have transfer¬ 
red Rs 30.58 lakhs (Rs 69.63 
lakhs) to general reserve 
No.-I and Rs 14.85 lakhs 
(nil) to general reserve No. 2 
leaving nil Rs 16.20 lakhs 
to be carried forward. 

News and Notes 

Voltas Limited have just 
completed a shipment of 
15 diesel fork-lifts to Soviet 
Russia. The fork-lifts are 
specially engineered and 
equipped for extremely cold 
conditions. They are flitted 
with exhaust gas purifiers 
and hydraulic load clamps 
and arc suitable for twin- 
deck operation inside ship- 
hold. The order represents 
a major break-lhroguh, as 
this is {the first time that 
Soviet Russia has ordered 
sophisticated engineering* 
equipment from this country. 
Voltas, has already sold 
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some 1$0 fork-lifts in inter¬ 
national market. 

Gq|arat State Fertilisers 
Ltd has reported record 
production sales and profits 
during its nine months work¬ 
ing from April to December 
1975. Production of ferti¬ 
lisers during 1975 amounted 
to 335,670 tonnes and of 
caprolactum 10,238 tonnes. 
The total sales during the 
period under review touched 
an all time record of Rs 88.20 
crores as against Rs 81.69 
crores in the 12 months 
period of 1974-75. The 
sharp increase in the gross 
profit from Rs 25.85 (1974- 
75) to Rs 28.99 crores in 
April-December 1975 enabl¬ 
ed the directors to step up 
the equity dividend from 
Rs 12 a share on 99,766 
equity shares for 1974-75 
to Rs 15 a share on 
11,99,688 equity shares for 
the nine month period, 
making it 20 per cent per 
annum. 

The company has planned 
to go in for a new fertilisers 
plant near Broach at a capi¬ 
tal cost of Rs 227 crores, 
for which they have already 
received a German credit of 
Rs 72 crores. Gujarat 
government will also be a 
participant in this new 
project. 

Board of directors of Good 
Year India Ltd have recom¬ 
mended the issue of bonus 
shares in the proportion two 
bonus shares for every five 
equity shares held by mem¬ 
bers subject to the consent 
of the Controller of Capital 
Issues. 

New Issues 

Polymer Papers Ltd is 
entering the capital market 
on May 24, with a public 


issue of l$9,300 equity 
shares of Rs Id each at par. 
The company is setting up 
its plant at- Faridabad, 
Haryana, for the chemical 
impregnation, processing 
and conversion of technical 
filter papers with a licenced 
capacity of 400 tonnes per 
annum. The project is being 
set up with the technical 
collaboration of M/s Carl 
Schleicher and Schull of 
West Germany, who are 
the leading manufacturers of 
this item in Europe. 

Initially, the company will 
be undertaking impregnation 
conversion of technical 
filters for industrial use. 
The project at its completion 
would cost Rs 60 lakhs. The 
company will have no pro¬ 
blem in marketing its pro¬ 
duct as the present require¬ 
ments are largely met from 
imports. The project will 
save the country foreign exch¬ 
ange to the tune of Rs 15 
lakhs to Rs 20 lakhs when 
in full production. Con¬ 
siderable progress has been 
made in the implementation 
of this project and the trial 
run will be made by the end 
of May 1976. 

Mono Garments Ltd, 
an export-oriental-unit is 
raising fresh capital to 
double its factory capacity 
to fulfil the demand. The 
company with a share 
capital of about Rs 4 lakhs 
is offering 100,000 equity 
shares of Rs 10 each at par 
from May 19. The issue, 
being managed by the 
Merchant Banking Division 
of Bank of Madurai Ltd 
has 4 been underwritten fully 
by the bank and the Karna¬ 
taka Industrial Development 
Corporotion. With the fresh 
capital, the company pro¬ 


poses to add 50 more new 
machines and increase the 
capacity to 1000 pieces per 
day shift. The company du¬ 
ring the year ending June 
1976 is expected to make a 
profit of Rs 5 lakhs, out of 
a total sales of Rs 40 lakhs. 

New Registration 

Two hundred and thirty- 
one companies were regis¬ 
tered, under the Com¬ 
panies Act, 1956, during 
January 1976 as compar¬ 
ed to 21.9 in the previous 
month. The total authorised 
capital of the companies 
registered amounted to 
Rs 27.16 crores as against 
Rs 31.81 crores in December 
1975. 

Of the registered com¬ 
panies four were govern¬ 
ment companies with 


an authorised capital of 
Rs H crores. Among 
the 227 non-government 
companies, 14 were public 
limited companies, and 213 
private limited companies 
with an authorised capital 
of 4.69 crores and 11.47 
crores respectively. 

“Processing and manu¬ 
facturing” group accounted 
for the largest number viz. 
143. In this group Maha¬ 
rashtra reported largest num¬ 
ber of companies 55, follow¬ 
ed by West Bengal-40 and 
Delhi-35 respectively. 

Twenty three companies 
comprising of six public 
limited companies and 17 
privaled limited companies, 
with an authorised capital 
of 38.42 lakhs ceased pro¬ 
duction during the month 
of January 1976. 


Dividend 


(per cent) 


Name of the company 

Year 

ended 

Equity dividend 
declared for 



Current 

year 

Previou* 

year 

Higher Dividend 
Spencer & Co. 

June 30, ’75 

12.0 

11.0 

United Carbon India 

Dec. 31, 75 

12.0 

4.0 

Sirpur Paper 

June 30, 75 

10.0 

8.5 

Jaya Bharat Credit & 
Investment Co. 

Dec. 31, 75 

12.0 

10.0 

Same Dividend 

South India Steel and 
Sugars 

June 30, 75 

Nil 

Nil 

Pudumjce Pulp and 
Paper Mills 

Dec. 31. 75 

10.0 

10.0 

HES 

Dec. 31, 75 

10.0 

10.0 

Arunoday Mills 

Dec. 31, 75 

12.0* 

12.0 

Travancore Electro¬ 
chemical 

Dec. 31, 75 

15.0 

15.0 

Reduced Dividend 
Upper Ganges Sugar 

June 30, 75 

Nil 

12.0 

Permanent Magnets 

Dec. 31, 75 

Nil 

5.0 

Sivanandha Mills 

Dec. 31, 75 

Nil 

12.0 


*On the enlarged capital. 
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Ministry of Dafonco 
Indian Ordnance Factories 


General Managers of the follow¬ 
ing factories invite separate sealed 
tenders Applications for supply 
of the following items : 
Ammualtfoii Factory, Klrkee, 
Poona: 

(1) 4030 litres of Oil insulating 
for transformers and switchgear. 

(2) 144 Nos. of Cast Iron retort 
for mansfiejd oil gas furnace. 

(3) 26,700 Nos. of Container 
Igniter as per Drg. No. S4/11520/ 
E/-668 dt. 16.5.60. 

£4) 16 Nos. of Tyre ll.OOx 38. 

(5) 4480 Kgs. of Brass Strip 
0.58 mm ± 0.013 mm thick x 
35.6 ± 0.25 nun wide hardness 
55 to 75 VPN. Speen. DBF 103-A 
May 1960. (Latest issue). 

(6) 1400 Kgs. of Potassium Per¬ 
chlorate Crystal Specn. J.S.S. 10J8. 

Closing date 15.6.76 for item 
1 St 2; 25.6.76 for item 3: 29.6.76 
for 4 Sc 5 and 2.7.76 for item 6. 

Tender forms available @ Rs. 
2/- each item upto 28.5.76 for 
item 1 St 2: 8.6.76 for item 3; 
11.6.76 for item 4 St 5, 15.6.76 
for item 6 by M.O. Money 
order receipt should accompany 
the tender froms. 

High Explosive Factory, Klrkee, 
Poona: 

Spare part for SA POT Con¬ 
centration unit: 

(1) Silicon Iron Stirrer Puddle 
as per Drg. No. SAC/04/14 and 
also Drg. No. SAC/04/04—5 Nos. 

(2) Silicon Iron Stirrer branch 
liner as per Drg. No. SAC/04/09 
—5 Nos. 

Closing date 2.7.76. 

Tender forms available @ Rs. 
21 - by M.O. upto 14.6.76. M.O. 
receipt should accompany the 
application for tender forms. 
Ordnance Cable Factory, Chandi¬ 
garh: 

(1) Reel 25 kgs. as per drg. 
No. OCF SK-242 (2) Reel 200 
kgs. with flange dia 600 mm as 
per OCF Drg. No. SK-20-A (3) 
Reel 40 Kgs. as per OCF Drg. 
No. SK-233 (4) Reel 15 kgs as 
per OCF Drg. No. SK-843. 100 
Nos. each. 

Closing date 17.6.76. 

Tender forms available @ Rs. 
10/- upto 16.6.76 by Cash or 
M.O. only. 

Ordnance Factory, Ambajhari, 

"rw. 4063/M-3/76-77/3022 

(1) Boxes packing (wooden) tran¬ 
sit as per Drg. No. FS-61D.— 
Qty. 2100 Nos. 

(2) Wooden packing Box to 
Drg. No. SM-137. Qty.—5200 
Nos. 

(b) T. No. 4063/M-2/76-77/ 
2018. Cylindrical Roller Bearing 
NJ 248, (240 X 440 X 72). Qty. 
3"Nos. 

Tender forms available @ 
Rs. 5/- each item by Crossed 
Postal Orders upto 28.5.76 res¬ 
pectively. Request for tender 
forms will not be entertained 
Item firms who are not either 


registered with this factory or 
with DOS AD or NSIC. Re¬ 
quests for tender forms from 
firms registered with DGS&D 
or NSIC should be accompanied 
with photostat copy of proof of 
registration issued by the DGS AD 
or NSIC. 

Ordnance Factory, Kbamarla. 
Jabalpur: 

(1) Tape Cotton White Medium 
unroofed 22.2 db 1.6 nm wide to 
Specn: JSS 17101. —33500 Met¬ 
res. 

(2) Leather Chamois Skin Gra¬ 
de *B* 457 mm x 457 mm to 
specn : IND/TC/3931. —640 Nos. 

(3) Felt Woollen White un¬ 
proofed Medium Hard variety 
1320.8 mm wide x i 3.0 mm thick, 
specn. IS—1719-1969 (First Re¬ 
vision). 150 Metres. 

Copy of the specification can 
be had from the Chief Inspector 
of Military Explosives. Kirkee. 
Poona-3 for item (I) and from 
Chief Inspector of Textile and 
Clothing. B.N. No. 294. Kanpur 
for item (2) on advance payment 
of Rs. 6/- by M.O. 

Closing date 18.7.76. 

Tender forms available free on 
application upto 17.6.76. 

Separate applications required 
for each item. 

Cordite Factory, Anivankadu: 

(1) Line Sheeting—Size: 4.76 
mm. Metres : 924. 

(2) Batteries Locomotive (76 
volts cxide iron clad motive 
power buttery consisting of 38 
ILF ii type cells assembled in a 
hard wood tray complete with 
all components viz intercell con¬ 
nectors. terminal take-offs, dry 
and uncharged, approx, overall, 
dimensions 1000 mm long 
690 mm x 465 high capacity: 235 
Ampere hours at the 5 hour rate 
of discharge). Set : 1. 

Tender forms available free 
upto 7.6.76 St 8.6.76 for items 
1 & 2 respectively. 

Ordnance Factory, Dum Dum, 
Calcutta : 

Steel Strip 6.50* wide x 0.075' 
to 0.885' thick to specn. BS* 
1449 Pt. 3A HS-228 or HS-22C 
Alternatively : Steel to specn. 
BS-1449 Pt. J8 HRP-5B or 
HRP-5C sheet 0.075' to 0.085' 
thick to size 8'x4 # or 6 # x3'. 
Qty : 5700 Kgs. 

Tender forms available @ Rs. 
5/-. 

Opening date : 1.6.76. 

Gun Carriage Factory. Jabalpur: 

TE No. 75/350/56A : (1) Saddle 
Base to Drg. No. D6p-130401 01 

Sht 2/- (MN-3462). (2) Arm 
Right to drg- No D6p-100201-01 

Sht 21 (MN-3273), (3) Arm 
Left to drg. No. D6p-100101-01 
Sht 21 (MN-3282). (4) Spade Left 
to drg. N^. D6p-32000J-06. 

Sht 2/- (MN-3281) (5) Spade 
Right to dig. No D6p-3300DI-02 

Sht 2/- (MN-3284). Qty. Re¬ 
quired : 75 Noi. each. 


TE No. 73f4d(>/i6S; Oft Crix* 
*o<e Type I for prrMrvatlon of 
Timber Specn: 1S-218/J961 Cat 
No. H-1{4;W)30-4X5C014 
Qty. 20736 l itrs. 

TE No. 75/599/56B; Alumi¬ 
nium Alloy Sheet ]B SWG (1.25 
mm» thick x V x 8 # or 0.9144 
Meter x 2.438 Met. to s,5ecn: 
IS Grade “SIG” or NS 3 in ‘C 
(annealed) condition. — 237600 
Kgs. C.oring date 17,6.76. 

Tender forms available @ 

5/- by Postal Order upto 16,6.76. 
Machine Tool Prototype Factory, 
Anhamatb : 

0) Compound case hardening 
Hoghton Quick Light *A V . 
(ii) Steel Castings. 

Closing date : 15.6.76. 

Tender forms availble @ Rs. 
5/- each item by Postal Orders 
upto 25.5.76. 

Ordnance Factory, Chanda: 

T. No. 1518/Advt./45/PV: Con¬ 
necting Pin (Steel) to Drg. No. 
ARDE 1136 Detail No. 25 A.L. 
No. 253 E 1/2 Dt. 25.8.75. Nos. 
21840. 

T. No. 1518/Advt/l/PV : (1) 
Fire Resisting Paint Grey (Paint 
PFU Heat and Fire Resisting 
Light Grey) Specn. IN D/ME/620. 
Lits. 700. (2) Plate Top to Drg. 
No. ERDL-650 Detail No. 3 
(Material—'Aluminium Alloy). 
Nos. 15840. 

(3) Felt Woollen Unproofcd 
Medium Hard Variety—1320 mm 
x 3 mm Specn. IS 1719. Metrs. 
10G0. 

(4) Wire Electric 7/0.19 mm 
Tinned Copper Flexible Lead 
Insulated with Polythene Dia 
over Insulation 1.40 mm to 
Specn. DEF. 12. Metres. 18400. 

Closing date 30.6.76. 

Tender forms available @ Rs. 
10/- each item by Crossed Postal 
Orders upto 26.5.76. 

Ordnance Factory, Muradnagar : 

(1) 3 Nos. Two Spindle Drilling 
Machine drilling capacity in steel 
19 mm. 

(2) 29 Nos. Portable Bins 0.5 
cubic meter capacity. 

(3) 22 Nos. Pneumatic Sand 
Rammer Weight of Sand Ram¬ 
mer 9 Kgs. approx. 

Closing date 24.6.76. 

Tender forms available @ Rs. 
10/- each item by Money Orders 
upto 24.6.76. M.O. receipt should 
accompany the application for 
tender form. 

Ordnance Equipment Factory, 
Kanpur : 

<1)T. No. PV/143; Eyelets 
Metallic Boot Black. Specn. No. 
IND/GS/1365. Dozen. 363600. 

(2) T. No. PV/144 : Brass 
screw wire No. 2. As per US/ 
Drg. No. CIGS/GS-5/3. Kgm. 

(3) T. No PV/142 : Oil Solu¬ 
ble Quenching Houghton *B* No. 
2. Specn. No. IS : 2664-1964 with 
amendment No. 2 of July 1967 
for compound adhesive. Litres. 
11000 . 


C & 1 


T. No. PV/95: Rope Cotton 
b Laid 3 Strands O.G. 

51 mm—Specn. No. IND/TC/ 
2242(c). Metres. 5100. 


(5) T. fcfo. PV/73 : Canvas 
Jute Spl. grade *B* 650 mm wide. 
Metres 5lt( () Wt/sq Mans. 
650 ±4 C g (ii) Eitds/dm. 140. 
(iii) Picks/dm. 70 (iv) BS (100 
mmX2CC mm) Warp-270 Kg. 
Wtfl«—2S0 Kg. Weave-Oxford. 
Metres—5CC0 

(f) T.No. PV/45: Pins Heel 32 
tr.m Rum rreefed (tuitiHc fer 
use «r KC\C NVil’Pg h /C No. 

f ) spen n< sts — 

Kin f (it 

(7) TNc. TV«6:(I) A D.A.— 
ID-BATH—Kgms. JJ3C0. (2) 
Phcsdinc 62-40 —Kims 6510 (3) 
Phosdine Starter 62 07—Kgms. 
2490. (4) Rustcdinc 62-170— 
Kgms. 11400. 

(8) T. No. PV/150: Duck Cot¬ 
ton 475 Gms. Scoured WP. Sl 
RP. in White Shade. 91 ems 
wide—Mtrs 9500. Specn. No. IS: 
1422-1970 variety No. 3 and sche¬ 
dule No. TG-ll-A/7. Closing 
date: 1.7.76. 

Tender forms available @ Rs. 
5/- each item by Crossed Postal 
Orders. 

Ordnance Factory. Kanpur: 

(1) T. No. T/229/Car/MWO: 
Four Wheeled Trailers 5.Ten capa¬ 
city as rer OFC Drg No. 2043 
and Specification.—5 Nos. 

(2) T. No. T/23C/Cap/MWO. 
Conversion of Boiler OFC No. 
4623. 4624, 4625 frem double 
oil system to single oil system with 
burner assembly and other accesso¬ 
ries as r^r OFC specification. 

(3) T. No T 47/Advt/PV: (i) 
Thermostat non inductive or 
locked Rotor current type WRR 
18418 G—4 Ncs. (ii) Thrrmcstat 
non inductive or locked Rotor 
current type WR-145CO G.—4 
Ncs. (iii) Spares for electrical 
hearth furnace 400/4^0 V. 3 Phase, 
50 Cycles, 80 KW. A.F O. Rotary 
Switch 600 Veits AC 3 Phase 
120 amps, type NASV. 600 Volts. 
—2 Ncs. Closing date: 8.6.76, 
18.6.76 Sl 15.6.76 for item 1,2 St 
3 respectively. 

Tender forms available @ 
Rs. 5/- each for item I & 2 and 
Rs. 10/- for item 3 by Postal 
Orders. 

CORRIGENDUM 

Ordnance Fqulpntent Factory, 
Kanpur: 

(1) The closing date for tender 
No. PV/13C6/RP reg: supply 
of Web Thick O.G. (Sc-314) 32- 
MM—Metres 11700 has been ex¬ 
tended to 28 6 76. 

(2) The closing date for tender 
No. PV/50/RP reg: supniy of 
Web Thick OG. (Sc: 814) 82 
mm—16700 Metres has been ex¬ 
tended to 15.7.76. 

(3) Tender No PV/27'1376 reg: 
Drill Cotton mry bt treated as 
cancelled 

Note: Further details and specifi¬ 
cations etc will be supplied along- 
with tender forms. Tender fees 
are non*refundable. For further 
details Indian Trade Journal, 
Calcutta may also be seen. 
davp-685 (3Q/76 
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Annual report 
of department 
of food 


step up public distribution 
of foodgrains, to bring out 
boarded stocks and enforce 
general fiscal and monetary 
discipline. The increased 
output of Rabi crops in the 
agricultural year 1974-75, 
the steps taken after the 


proclamation of emergency 
and die better prospects of 
1975-76 kharif crops are 
among the various factors 
that have contributed to an 
easing of the situation, 
according to the Report 

Price Fail : A particularly 
notable achievement on the 
food front after the pro¬ 
clamation of the emergency 
in 1975 was the absence of 
the seasonal rise in prices 
during July-September which 
is generally a lean supply 
period. 

The all-India wholesale 
price index for cereals recor- 

Tablb II 


de<) a fall of neatly 15 per 
cent Muring the 12 months 
ending September, 1975. 

The index for cereals 
recorded a further fall of 
17.7 per cent from Septe¬ 
mber 1975 to February *76. 

As a result, the cereals 
index in February, 1976 
was 24 per cent lower than 
that of a year ago. 

Public Distribution: A 
total of 11 million tonnes of 
foodgrains was distributed 
through the public distribu¬ 
tion system in 1975. 

All out efforts were made 


A comfortable food situa¬ 
tion is projected for the 
country in 1976 in the 
Annual Report of the 
Central Department of Food. 

Easy availability of food- 
grains and a steady decline 
in their prices as a part of 
the process of normalisation 
of the price-line are among 
the several notable achieve¬ 
ments of the year that has 
just closed. 

The food situation in the 
country which had been 
difficult till September, 1974, 
showed a continuous impro¬ 
vement since then as a result 
of several measures taken 
up by the government to 


AH-ladia Index Numbers of Wholesale Prices 
(Base: 1962-62=. 100) 


Month 


Cereals 



Pulses 



1973 

1974 

1975 

1976 

1973 

1974 

1975 

1976 

January 

236 

286 

388 

303 

344 

437 

529 

408 

February 

243 

293 

391 

297 

345 

443 

498 

386 

March 

244 

304 

387 


361 

455 

465 


April 

242 

327 

382 


360 

450 

458 


May 

248 

351 

385 


374 

459 

459 


June 

254 

357 

387 


377 

459 

453 


July 

262 

372 

376 


411 

479 

428 


August 

269 

391 

371 


405 

509 

432 


September 

266 

411 

361 


393 

554 

443 


October 

267 

404 

342 


411 

556 

435 


November 

279 

385 

323 


439 

563 

433 


December 

278 

376 

307 


430 

559 

412 


Annual Average 

257 

355 

367 


387 

493 

454 



Table I 

Production of Foodgrains 


(Million tonnes) 


Year Hie® Wheat Other cereals Total cereals Total pulses Total foodgrains 


1970-71 

43.23 

1971-72 

43.07 

1972-73 

39.25 

1973-74 

44.05 

1974-75 

40.25 


23.83 

30.54 

26.41 

24.60 

24.74 

23.13 

21.78 

28.82 

24.24 

26.17 


96.60 

94.08 

87.12 

94.65 

90.66 


11.82 

10.09 

9.91 

10.01 

10.40 


108.42 

105.17 

97.03 

104.66 

161.06 
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to maximise internal pro* 
curement of foodgrains as 
a result of which, the total 
procurement of foodgrains 
out of the crop of the 
agricultural year 1974*75 
amounted to 8.1 million 
tonnes as agains 6.3 million 
tonnes in the previous year. 

The procurement of 
kharif crops in 1975-76 is 
even more encouraging, a 


State 


Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Haryana @ 

Jammu & Kashmir @ 

Karnataka 

Kerala 

Madhya Pradesh 
Maharashtra 
Orissa 
Punjab @ 

Rajasthan 
Tamil Nadu @ 

Uttar Pradesh 
West Bengal 
Goa, Daman & Diu 
Manipur 
Tripura 

Pondicherry @ • 

Others 

Total: 


quantity of about 5.29 
million tonnes having been 
procured by the end ofMarch 
1976 as against 3.2 million 
tonnes during the corres¬ 
ponding period of the pre¬ 
vious kharif season. 

There has also been a 
marked improvement in 
the stock position with 
government. 

Comfortable Prospects: 

Table III 


Total 

Quantity deli¬ 

quantity 

vered/offered 

procured 

to central 


pool 

697 

410 

112 

-- 

57 

1 

18 

— 

417 

362 

39 

— 

98 

— 

44 

— 

208 

40 

161 

— 

214 

21 

943 

899 

272 

*50 

429 

195 

159 

— 

3 

1 

10 

— 

5 

— 

, - 

-_ 


3887 1978 


Rainfall and weather condi¬ 
tions for 1975-76 kharif 
crops was favourable, 
resulting in a very good 
kharif harvest. The pro¬ 
duction of kharif food- 
grains is expected to exceed 
the target of 69 million 
tonnes. The rabi sowings 
also took place under fav¬ 
ourable soil and moisture 
conditions. The winter rains 


Total 

quantity 

procured 

Quality 
delivered/ 
offered to 
central pool 

888 

463 

129 

— 

61 

— 

12 

— 

278 

216 

25 

— 

123 

— 

42 


151 

3 

87 

— 

55 

— 

970 

956 

8 

8 

439 

— 

283 

39 

225 

— 

2 

— 

4 

— 

8 

— 

5 

— 

Neg. 

— 

3795 

1685 


though delayed, have been 
beneficial. The position of 
inputs like fertilisers, power 
and irrigation water was 
also much more comfortable 
than last year. As such, 
the production of rabi 
crops too is expected to be 
higher than last year. Con¬ 
sidering the significant 
improvement in production 
and stocks with the govern¬ 
ment, the country can look 
forward to a comfortable 
food situation in 1976. 

Record Sugar Production: 
The sugar season 1974-75 
(October-September) has 
been one of outstanding 
achievement for the sugar 
industry. Production .touch¬ 
ed an all-time high of 47.94 
lakh tonnes, recording an 
increase of about 8.46 lakh 
tonnes over that of the pre¬ 
vious season. 

Capacity utilisation was 
106 per cent. 

Sugar exports totalled 
9.24 lakh tonnes against 4.05 
lakh tonnes in the pre¬ 
vious season, registering an 
increase of over 125 percent. 
Notwithstanding increased 
exports, the sugar releases 
for consumption within the 
country were, more or less, 
of the same magnitude in 
the previous season. 

The prices of free sale 
sugar generally ruled lower 
during 1974-75 compared 
to those in 1973-74. The 
policy of partial control on 
sugar was continued with 
the proportion of levy sugar 
to free sale suger changed to 
65.35. 

The retail price of levy 
sugar issued through fair 
price shops was kept un- 


Procurement of Rice 
(Including Paddy in Terms of Rice) 


(in ’000 tonnes) 


1973-74 (Nov.-Ocl.) 


1974-75 (Nov.-Oct.) 
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changed at Rs 2.15 per kg 
all over the country. 

Vanaspati: The vanaspati 
situation during 1975 was 
characterised by easy avail* 
ability of the product 
throughout the country and 
a marked decline in its 
prices. 

Nutrition Board: During 
1975-76, the food and Nut¬ 
rition Board increased the 
tempo of its activities in the 
field of nutrition and food 
processing. Some of the 
major action-oriented pro¬ 
grammes, which received 
higher priority, were deve¬ 
lopment of nutritious foods 
for supplementary feeding, 
fortification and enrichment 
of foodstuffs, processing and 
preservation of foods by 
application of modern tech¬ 
nology and launching of 
educational and extension 
programmes for creating the 
necessary awareness for 
improving the nutritional 
status of the people. 

Food Corporation: The 
Food Corporation of India 
continued to operate as the 
sole agency of the central 
government for procure¬ 
ment, import, distribution, 
storage, movement and sale 
of foodgrains. It also con¬ 
tinued to be engaged in the 
handling of fertilizers at the 
ports, rice milling, produc¬ 
tion of nutritious processed 
foods and wholesale distri¬ 
bution of levy sugar. It has 
also been engaged in hand¬ 
ling, wholly or partly, the 
wholesale distribution of 
foodgrains in the states of 
West Bengal, Kerala, 
Madhya Pradesh, Orissa, 
Rajasthan, Delhi, Andhra 
Pradesh and Uttar Pradesh 
as the agent of the respec¬ 
tive state governments. 


Table IV 

Procurement of Wheat 


State 

1974-75 (Apr.-Mar.) 

1975-76 (Apr.-Mar.) 

Total 

quantity 

procured 

Quantity 
delivered 
to central 
pool 

Total 

quantity 

procured 

Quantity 
delivered to 
central Pool 

Bihar 

2 

• • 

51 

• • 

Gujarat 

21 

m m 

17 

, , 

Haryana 

249 

249 

433 

410 

Jammu & Kashmir 

7 

. . 

19 

19 

Madhya Pradesh 

124 

9 

137 

, , 

Maharashtra 

20 

. , 

55 

, , 

Punjab 

1083 

1083 

2361 

207 

Rajasthan 

127 

127 

185 

185 

Uttar Pradesh 

277 |42* 

277 

791 

787 

Chandigarh 

3 

3 

Neg. 

Neg. 

Total : 

1955 

1784 

4049 

3472 


Table V 




Procurement of Kharif Coarse Grain 

(in 

’000 tonnes) 

Coarse kharif grains 

1973-74 (Nov.-Oct.) 

1974-75 (Nov. Oct.) 


Total 

Quantity 

Total 

Quantity 


quantity 

delivered 

quantity 

delivered 


procured 

to central 


to central 



pool 


pool 

Jowar 

150 

1 

257 

_ 

Bajra 

140 

38 

11 

5 

Maize 

97 

63 

33 

15 

Ragi 

1 

— 

— 

— 

Total: 

388 

102 

301 

20 


Table VI 




Procurement of Kharif Grains 1975-76 






(in ’000 tonnes) 

Grain 

Total quantity 

Quantity delivered to 


procured 

central pool 

Rice 


5,026 


2,366 

Jowar 


221 



Bajra 


14 


, , 

Maize 


33 


15 

Total: 


5,294 


2,381 
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Tabu VU 


Table IX 


Procurement Prices 


Index Numbers of Production 


(Rs per quintal) (Base: Triennium ending 1961-62s 100) 


Crop 

1974-75 

1975-76 

Paddy (Coarse variety) 

74.00 

74.00 

Rice (Coarse variety) 

115.78-125.00 

117.00-127.00 

Jowar 

74.00 

74.00 

Bajra 

74.00 

74.00 

Maize 

74.00 

74.00 

Ragi 

74.00 

74.00 

Wheat (all varieties) 

105.00 

105.00 

Barley 

Not fixed 

65.00 

Gram 

Not fixed 

90.00 



Table VIII 

Import of Foodgrains 

(Lakh tonnes) 

Year 

Country of 
origin 

Wheat 

Rice 

Milo 

Total 

1975 

Australia 

4.84 

, . 

• , 

4.84 


Argentina 

1.76 

• • 

1.72 

3.48 


Canada 

4.25 

. • 

• . 

4.25 


EEC 

10.94 

. . 

. . 

10.94 


Netherlands 

0.12 

. . 


0.12 

• 


Sweden 

1.66 

. . 

. . 

1.66 


Thailand 

• • 

1.30 

• • 

1.30 


UK 

0.28 

*. 

• • 

0.28 


USA 

46.31 


0.89 

47.20 


Total 

70.16 

1.30 

2.61 

74.07 

1974 


42.03 


6.71 

48.74 

1973 


24.14 


12.00 

36.14 


Year Rice Wheat 



Annual 

index 

Five- 

yearly 

moving 

average 

Annual 

index 

Five- 

yearly 

moving 

average 

1949-50 

73.0 


60.7 


1950-51 

64.9 

. . 

61.3 

, , 

1951-52 

66.5 

72.7 

57.0 

64.0 

1952-53 

71.5 

73.7 

68.4 

68.3 

1953-54 

87.6 

77.6 

72.8 

72.0 

1954-55 

78.1 

82.1 

82.2 

77.7 

1955-56 

84.3 

83.4 

79.7 

78.4 

1956-57 

88.9 

84.7 

85.4 

81.7 

1957-58 

78.1 

87.8 

71.9 

83.8 

1958-59 

94.2 

91.3 

89.4 

87.7 

1959-60 

93.6 

94.5 

92.8 

92.3 

1960-61 

101.8 

98.5 

98.8 

97.2 

1961-62 

104.6 

101.4 

108.4 

97.1 

1962-63 

98.2 

105.8 

96.8 

100.5 

1963-64 

108.9 

103.5 

88.5 

94.4 

1964-65 

115.7 

100.5 

110.1 

98.2 

1965-66 

90.0 

103.0 

93.4 

108.6 

1966-67 

89.6 

104.5 

102.4 

122.3 

1967-68 

110.7 

105.1 

148.7 

136.4 

1968-69 

116.5 

111.8 

157.1 

160.6 

1969-70 

118.5 

119.3 

180.6 

187.6 

1970-71 

123.8 

120.3 

214.2 

202.3 

1971-72 

127.0 

122.9 

237.3 

210.0 

1972-73 

115.7 

123.0 

222.3 

217.4 

1973-74 

129.9 

• • 

195.7 

• « 

1974-75@ 

118.7 

• « 

217.8 

• • 


({^Provisional. 
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Table X 

Index Numbers of Production 
(Base: Trieimium ending 1961-62=100) 


Table XI 


Cereals Foodgrains 


m . cato 

Annual index 

5-yearly average 

Annuallndex 

5-yearly average 

1955-56 

84.0 

85.2 

85.6 

86.3 

1956-57 

88.0 

86.6 

89.5 

87.9 

1957-58 

81.4 

88.7 

81.7 

89.8 

1958-59 

95.3 

92.2 

97.0 

93.1 

1959-60 

94.8 

95.3 

95.2 

95.7 

1960-61 

101.6 

99.1 

102.1 

99.3 

1961 ^-62 

103.6 

100.8 

102.7 

100.2 

1962-63 

100.0 

104.5 

99.4 

103.6 

1963-64 

104.2 

102.4 

101.7 

101.1 

1964-65 

113.3 

100.7 

112.0 

99.0 

1965-66 

90.9 

104.6 

89.9 

102.5 

1966-67 

95.1 

107.8 

91.9 

105.3 

1967-68 

119.5 

110.5 

117.1 

107.6 

1968-69 

120.0 

120.1 

115.7 

116.4 

1969-70 

127.2 

128.6 

123.5 

124.4 

1970-71 

138.9 

130.0 

133.9 

125.3 

1971-72 

137.5 

133.7 

132.0 

128.4 

1972-73 

126.6 

134.4 

121.2 

128.8 

1973-74 

138.2 

, . 

131.5 

, , 

1974-75(2) 

131.0 

• • 

125.6 

• • 


@ProvisionaI 



FOREVER AT THE 
SERVICE OF 
OUR COUNTRY 
AT HOME & ABROAD 


— 

1 

1 

- 

Services: 


i 1 

INDIA— U. K, A THE CONTINENT 


I J 

INOIA/BANGLADISH 


H- * 

INDIA—ALACK SEA A 


i 

K. M EDIT ERE ANB AN PORT*. 

\ 

i 

INDIA—POLAND AND INDIAN COAST 

V— 

_L. 

J 


INDIA STEAMSHIP CO. t LTD. 

"INNA STEAMSHIP HOUSE", 21, OLO COUNT HOUSE ST., CALCUTTA*I. 


Storage Capacity Owned by 
Goverament/F.C.I. 

(in *000 tonnes) 


Year Capacity 


1955-56 

231.6 

1956-57 

239.7 

1957-58 

264.1 

1958-59 

377.4 

1959-60 

498.4 

1960-61 

696.0 

1961-62 

1195.0 

1962-63 

1586.0 

1963-64 

1808.6 

1964-65 

1879.8 

1965-66 

1953.2* 

1966-67 

2009.9* 

1967-68 

2035.3* 

1968-69 

2424.9(5) 

1969-70 

2812.7(5) 

1970-71 

3451.5(5) 

1971-72 

4044.6(5) 

1972-73 

4759.0(5) 

1973-74 

5146.8@ 

1974-75 

5344.2(5) 

1975-76 (upto 


1-11-75) 

5404.8@ 


* Includes storage capacity 
transferred to Food .Cor¬ 
poration of India 
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RECORDS & STATISTICS 


Rs 9.9 crores 
further relief 
to industry 

Several tax concessions, 
including exemptions for 
selected industries for three 
years from excise duties 
were announced by the 
Finance minister in the 
Lok Sabha on May 12, 
1976 to stimulate pro¬ 
duction and investment. 
The cost of concessions to 
the exchequer will be about 
Rs 9.9 crores. Given below 
is the full text of Mr C. 
Subramaniam’s speech. 

Revised Estimate 

The revised estimates for 
1975-76 anticipated that the 
year-end budgetary deficit 
of the centre would be 
Rs 490 crores. 1 am happy 
to inform the House that 
the actual budgetary deficit 
for the year 1975-76 has 
turned out to be significantly 
lower being Rs 367 crores. 
As Honourable Members 
are aware, the original 
budget for 1975-76 envisaged 
a deficit of Rs 247 crores 
after a special borrowing of 
Rs 100 crores from the RBI 
which we did not eventually 
resort to. If we allow for 
this, the actual deficit is 
only Rs 20 croresmore than 
the deficit of Rs 247 crores 
originally estimated. If we 
take tire net Reserve Bank 
credit to central and state 
governments during the 
year, the position is even 
better. During the year 


1975-76, net RBI credit to 
government sector, instead 
of showing an increase, con¬ 
tracted by more than Rs 200 
crores. The improvement 
is significant as it comes in 
the wake of high net RBI 
credit to government for a 
number of yean. 

Various Suggestions 

Sir, Finance Bill has been 
before the Hon'ble Members 
for nearly eight weeks. Dur¬ 
ing the debate on the 
Budget, various suggestions 
have been put forward by 
Hon’ble Members with 
regard to the proposals con¬ 
tained in the Bill. I have 
also representations from 
members of the public, 
chambers of commerce and 
other trade and professional 
associations on the proposals 
contained in the Bill. I take 
this opportunity of express¬ 
ing my gratitude to Hon’ble 
Members and to all others 
who have studied the pro¬ 
posals carefully and have 
made constructive sugges¬ 
tions. On a careful con- 
sideratibn of these sugges¬ 
tions, I have decided to 
modify some of my original 
proposals. With the indul¬ 
gence of the House, I will 
briefly explain the principal 
changes that are proposed 
to be made in the provisions 
of the Finance Bill. 

Fabrics : It has been urged 
that the new rates proposed 
in the Budget for superfine 
and fine fabrics produced 
by powerlooms and process¬ 
ed by independent processors 
have been pitched high and 
are now almost equal to the 
rates levied on similar fabrics 


produced in the composite 
mill sector. In order to 
maintain a suitable differ¬ 
ential, so that processed 
fabrics of the powerloom 
sector are able to compete 
with similar fabrics produced 
to the composite mill sector, 
I propose to reduce the 
rates on fine and superfine 
fabrics manufactured in 
powerlooms and processed 
by independent processors 
with the aid of power from 
14 per cent, as proposed in 
the budget, to 12 per cent 
ad valorem. Corresponding 
adjustment is also being 
made in respect of superfine 
and fine handloom processed 
fabrics by reducing the duty 
from 12 per cent to 10 per 
cent ad valorem. The 
revenue effect of these pro¬ 
posals regarding textiles will 
be a loss of Rs 1.30 crores 
in a full year. 

Concession of Fabrics 

Prior to the budget there 
was a duty exemption in 
respect of hand printed 
cotton fabrics which during 
this budget had been 
restricted to fabrics which 
were printed with not more 
than three colours, since 
fabrics printed with more 
than three colours were 
generally costlier. However, 
a large number of repre¬ 
sentations were received 
after the budget about the 
hardship which the hand 
printers, who were generally 
in the decentralised sector, 
had to undergo. Some 
Hon'ble Members of this 
House had also written to 
me drawing my attention to 
this position. As I felt there 
was some substance in these 


complaints, I hastened to 
pass orders restoring the 
original position. 

Original Equipment 

Tractors: It has been 
urged that since government 
have thought fit to grant 
excise duty concessions to 
passenger cars, the duty on 
agricultural tractors should 
be reduced, not abolished. 
The two cases are, however, 
not strictly comparable. 
Whereas the production of 
passenger cars had gone 
down steeply during 1975 
that of agricultural tractors 
had not shown any. such 
downward trend. However, 
since a number of Honoura¬ 
ble Member expressed con¬ 
cern about the high price of 
tractors used in agriculture, 
I propose to exempt tyres, 
tubes and batteries supplied 
as original equipment for 
use in agricultural tractors 
from the excise duty payable 
on them. This measure will 
result in a revenue loss of 
Rs 2.60 crores in one full 
year. 

Paper: A number of 
representations have been 
received to the effect that 
the increase in the duty on 
certain varieties of printing 
and writing paper has been 
very steep. Having carefully 
examined these repesenta- 
tions, I propose to reduce 
the duty on certain varieties 
of cream la id and cream wove 
paper in common use of 
substance not exceeding 65 
grams per sq metre from 25 
per cent to 15 per cent ad 
valorem. This exemption 
will result in a revenue loss 
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of Rs 3 65 crores in a full 
year. 

Tiles: Ever since the 
general one per cent duty 
was levied in the 1975 
budget on residuary items, 
I have been receiving repre¬ 
sentations from manufac¬ 
turers of roofing tiles for 
exemption from the levy of 
this duty. Tt has been repre¬ 
sented that these tiles are 
exclusively used in the 
construction of houses 
occupied by families who 
cannot be said to be affluent 
and should therefore not be 
taxed. Considering all the 
circumstances 1 propose to 
exempt roofing tiles from the 
one per cent duty under 
item 68 of the Central 
Excise 7'ariff. This will 
result in a loss of revenue of 
Rs 15 lakhs in a full year. 

Starch: When excise duty 
on starch on which one per 
cent duty was levied in the 
1975 budget was increased 
to 10 per cent in the present 
budget, there were also a 
large number of representa¬ 
tions from manufacturers 
especially of tapioca starch. 

Exemption for starch 

There are essentially two 
forms of starch namely, 
maize starch and tapioca 
starch, the former being 
produced mostly in the 
organised sector and the 
latter largely in the small 
scale sector. Apart from 
competition etc of tapioca 
starch in comparison with 
maize starch which is of a 
superior kind, the producers 
of topioca starch also com¬ 
plained of hardships in com¬ 
plying with excise procedures 
since their activities were on 
a small scale and their loca¬ 


tions dispersed. Considering 
these factors I have already 
ordered that small units 
whose clearance during the 
preceding financial year did 
not exceed five lakh rupees 
may be exempted from duty 
on the first one lakh rupees 


value of clearance during a 
financial year. 

By way of administrative 
simplification the self-remo¬ 
val Procedure system has 
also been extended to this 
commodity and tariff value 
has also been fixed for tapi¬ 


oca starch. I have also 
exempted the duty on starch 
of all kinds, when sp$h 
starch is used in the manu¬ 
facture of glucose or dex¬ 
trose. 

Drugs: Patent or proprie¬ 
tary medicines was one of 



Your dreams will come 
true... 

Multi-benefit & 

old age deposit scheme 

yO^S T S?N F Ki}? EVEN 20 YEARS HENCE ' WE W,Ll HELP 

A deposit of Rs. 5000 under our Multi-Benefit ft Old Age Deposit Scheme will be enough to 
ensure higher/technical education for your children or launch them on e career. It may even 
ensure for you a carefree retired life. 

Your money grows 31.6% p.e. in a 20-year plan; Rs. 1,000 invested today will grow Into 

5!.7;2 2 ®, and R*' 5,000 into Re. 36,640. Deposits accepted from Re. 100 and above tor • 
periods from 13 months to 241 months. 
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tlie items on which several 
Hon’ble Members of the 
House had seme comments 
to offer. I had made it 
clear during the general 
discussion of the budget 
that excise duty on essential 
drugs of life saving nature 
had not been increased in 
the buget. Since then some 
have suggested that there 
is perhaps scope for enlarg¬ 
ing the list of essential 
drugs for which a concessio¬ 
nal rate of duty is charged. 

I have no objection to con¬ 
sider such enlargement of 
the list. Any specific propo¬ 
sal for inclusion of a drug 
or. medicine in the list of 
essential drugs or medicines 
should be taken up with the 
ministry of Health who if 
they are satisfied will no 
doubt recommend the case 
to my ministry for favour¬ 
able consideration. 

Reduction on Copper 

Copper. In my budget 
proposals I had made cer¬ 
tain adjustments in the cus¬ 
toms and excise duties on 
copper mainly with a view 
to reduce the impact of 
excise duty on indigenously 
produced copper and to 
increase the import duty 
on imported copper. 1 
find however that inter¬ 
national prices of copper 
have meanwhile risen sharp¬ 
ly and as a result the land¬ 
ed cost of imported copper 
is likely to be higher than 
that estimated at the time 
of the budget. In these cir¬ 
cumstances I propose to 
reduce the import duty on 
copper from 60 per cent to 
the pre-budget figure of 45 
per cent ad valorem. 

Corresponding reduction 
will also be made in respect 


of certain copper manufac¬ 
tures and copper scrap. Since 
the increase in price of 
copper will tend to augment 
revenues, I do not expect 
that the reduction in the 
rate of customs duty indi¬ 
cated by me will result in 
any net revenue loss. 

Duty Reduction 

Steel: I have received 
representations about the 
increase in customs duty on 
alloy and high carbon 
steel. The case of cold 
rolled grain oriented steel 
which is required for 
manufacture of transfor¬ 
mers and of which there is 
no indigenous production 
seems to deserve some 
special consideration. 1, 
therefore, propose to reduce 
the duty on such steel 
from 75 per cent to 40 per 
cent. This proposal wilt 
result in a loss of Rs 2 20 
crores in a full year. 

Duty Relief: In my bud¬ 
get speech I had refferred 
to a new scheme of excise 
duty relief to encourage 
higher production. I had 
then indicated that details 
of the scheme were being 
worked out and that I ex¬ 
pected that it would be 
introduced for one year in 
the first instance. 1 find 
however on reconsideration 
that a period of one t year 
may be too short for the 
scheme to make its full im¬ 
pact and therefore propose 
that the scheme should ope¬ 
rate for at least three years 
during which period the 
results achieved will be 
watched. 

I also propose to widen 
the scope of the scheme 
to cover new units which 
will be set up during 


the current and the next 
two financial years, as well 
as to units set up in the 
recent past. This will confer 
considerable benefit to new 
capital intensive units. 
Further details of the sche¬ 
me are being worked out 
and notifications to give 
effect to it will be issued in 
the near future. 

I expect' that modifica¬ 
tions now proposed will 
entail a sacrifice of revenue 
of the order of Rs 9.90 
crores in one full year. All 
these modifications, except 
those relating to starch and 
hand printed fabrics which 
have already been imple¬ 
mented and those relating 
to higher production relief, 
are proposed to be given 
effect to by issue of suitable 
notifications effective from 
today. . Copies of relevant 
notifications will be laid, as 
usual, on the table of the 
House in due course. 

Foreign Know How 

Direct Taxes: I now turn 
to Direct Taxes. Non-resi¬ 
dent tax-payers have hither¬ 
to not been taxed in respect 
of lump-sum payments 
royalties received outside 
India for the delivery of 
designs and drawings relat¬ 
ing to any patent, invention, 
etc outside India. Under a 
provision in the Finance 
Bill, such lump-sum pay¬ 
ments are proposed to be 
brought within the ambit of 
taxation in India. It has, 
however, been represented 
that foreign suppliers of 
technical know-how had 
entered into agreements or 
had finalised proposals for 
the receipt of such lump¬ 
sum royalties with the ap¬ 
proval of the central govern¬ 


ment on the understanding 
that such payments would 
be exempt from tax. As the 
withdrawal of the exemption 
of lump-sum royalties 
in such cases will adversely 
affect these foreign suppli¬ 
ers, it is necessary to modi¬ 
fy the scheme of taxation of 
royalties, contained in the 
Finance Bill in certain res¬ 
pects. I accordingly pro¬ 
pose to provide that lump¬ 
sum payments of this type 
received under agreements 
made before April 1, 1976 
and approved by the cen¬ 
tral government will conti¬ 
nue to be exempt from 
income-tax in the case of 
both corporate and non¬ 
corporate taxpayers. 

Exemption from Tax 

Lump-sum payments of 
this type received under 
agreements made after 
March 31, 1976 would 

also be exempt from tax 
if such agreements have 
been made in accordance 
with proposals approved 
by the central government 
before April l, 1976. In 
the case of foreign com¬ 
panies, however, this ex¬ 
emption will apply only if 
they exercise an option in 
this behalf. Foreign com¬ 
panies who exercise this 
option will continue to pay 
income-tax in respect of 
their remaining royalty 
income on the existing 
basis, in other words, in¬ 
come-tax in respect of such 
income will be charged at 
the rate of 52.5 per cent on 
a net basis. 

The deduction on account 
of ^expenses will, how¬ 
ever, be limited to 2fi 
per cent of the gross am¬ 
ount of royalties excluding 
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such lump-sum payments. 
Foreign companies who do 
not exercise this option will 
be governed by the new 
scheme of taxation of royal¬ 
ties laid down in the Bill. 
They will thus pay income 
tax at the rate of 20 per 
cent on the gross amount 
of lump-sum royalties and 
at the rate of 40 per cent 
on the remaining amount. 

Non-Residents: The Fina¬ 
nce Bill seeks to provide 
that income by way of inter¬ 
est payable by a non-resi¬ 
dent shall be deemed to 
accrue or arise in India in 
cases where the interest is 
payable in respect of any 
debt incurred or moneys 
borrowed and used for the 
purposes of a business or 
profession carried on by 
such person in India or for 
the purposes of making or 
earning any income from 
any source in India. 

Harsh Provisions 

It has been represented 
that the proposed provisions 
are somewhat harsh. For 
instance, if a foreign com¬ 
pany intending to invest in 
shares of an Indian company 
borrowed money from a 
bank in a foreign country, 
the foreign bank would 
become liable to Indian in¬ 
come-tax on the interest 
payable to the bank by the 
foreign company. As the 
taxation of interest in such 
cases would have an adverse 
effect on investment in India, 
I propose to restrict the 
scope of the relevant pro¬ 
vision so that interest pay¬ 
able by anon-reident will be 
chargeable to Indian income 
tax only in cases where such 
interest is paid in respect of 
any debt incurred or 


moneys borrowed and used 
for the purposes of a busi¬ 
ness or profession carried 
on in India by such person. 

Redefining Industry 

In vestment Allowance: 

Under the Bill, investment 
allowance will be admissi¬ 
ble, inter alia in respect of 
machinery and plant instal¬ 
led in industries engaged in 
the manufacture of articles 
specified in the Ninth Sche¬ 
dule to the Income Tax Act. 
One of the items specified for 
this purpose is “Steel cast¬ 
ings and forgings and 
malleable iron and steel 
castings”. In order to bring 
out the underlying intention 
more clearly, I propose to 
redefine this industry as 
“Steel castings and forgings 
and alloy, malleable and 
SG iron castings”. 

Property: In order to re¬ 
move the hardship faced by 
owners of self-occupied 
house property who arc now 
required to furnish its fair 
market value in return of 
net wealth every year, the 
Finance Bill proposes to 
freeze the value of one self- 
occupied house property at 
its value adopted for the 
year in which the propetry 
is constructed or acquired 
by the taxpayer or for the 
assessment year 1971-72, 
whichever is later. It has 
been lepresented that as the 
market value of urban pro¬ 
perties may fall in certain 
cases the proposal for free¬ 
zing the valuation of self- 
occupied house properties 
with reference to their asses¬ 
sed value for the assessment 
yeai 1971-72 would result in 
hardship in such cases. 

In order to mitigate 
this hardship, I pro¬ 


pose to provide that the 
special provision for valua¬ 
tion of self-occupied house 
property will apply only at 
the option of the taxpayer. 
Hence, in cases where the 
market value of the self- 
acquired property comes 
down, the taxpayer will have 
the option to value the pro¬ 
perty at its current market 
value. 

A Doubt 

Bank Interest: In my 
Budget speech, I had men¬ 
tioned that in view of the 
escalation in costs of indust¬ 
rial projects, interest receiv¬ 
ed by scheduled banks on 
long-term loans granted to 
industry for the purchase of 
capital plant and machinery 
would be exempted from 
Interest Tax levied under the 
Interest-tax Act, 1974. A 
doubt has been raised as to 
whether interest paid on ad¬ 
vances made by scheduled 
banks for agicultural pur¬ 
poses would also qualify for 
this exemption. I would 
like to take this opportunity 
of clarifying that the exemp¬ 
tion provided in the Finance 
Bill is not confined to inter¬ 
est received on industrial 
advances; and all long-term 
loans for the creation of 
capital assets in India, 
including those used for 
agricultural purposes, will 
qualify for the proposed 
exemption. 

New Concessions : I also 
propose to take this oppor- 
tunty of announcing certain 
new tax concessions which 
are proposed to be imple¬ 
mented by moving necessary 
amendments in this behalf 
to the Finance Bill. Hon’ble 
Members will be glad to 
know that the additional 


facilities allowance received 
by them under the Members 
of Parliament (Additional 
Facilities) Rules, 1975 is 
proposed to be made com¬ 
pletely tax-free. 

With a view to enco¬ 
uraging more liberal dona¬ 
tions for the purposes 
of promoting family plan¬ 
ning, I propose to move 
an amendment to the 
relevant provision in the In- 
cotneTax Act for raising 
the deduction in respect of 
donations made to govern¬ 
ment, approved local bodies 
and organisations for pro¬ 
moting family planning 
from 50 per cent to one 
hundred per cent of the qua¬ 
lifying amount of such dona¬ 
tions while computing the 
taxable income of the donor. 

Enlarged Area 

Dividends: In order to 
channelise corporate savings 
into high priority industries, 
inter-corporate dividends 
derived by domestic com¬ 
panies from new companies 
engaged in the manufacture 
of fertilisers, pesticides, 
paper, pulp and newsprint 
and cement were exempted 
from Income Tax by a pro¬ 
vision made in this behalf 
through the Finance Act, 
1975. 1 now propose to 

enlarge the area of this 
concession to include 
industries engaged in 
the manufacture of non- 
ferrous metals, ferro-alloys 
and special steels; steel cast¬ 
ings and forgings; electric 
motors; industrial and agri¬ 
cultural machinery; earth- 
moving machinery; machine 
tools; commercial vehicles; 
ships; tyres and tube; heavy 
chemicals and industrial 
explosives. 
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List off existing paper mills as on April 1, 1976 


Name & Address Location 

of the Mill 

Capacity 

tonnes/year 

Production 
during 1975 

Name & Address 
of the Mill ’ 

Location 

Capacity 

tonnes/yeai 

Production 
during ’75. 

) 

i 

i 

s 

1 2 

3 

4 

1 

2 

3 

4 

West Bengal 



Everest Paper Mills 

Calcutta 

3,000 

1,864 

i 

i 

Titaghur Paper (i) Titaghur 

65,000 

60,491 

Pvt. Ltd., 44-C, 




i 

Mills Co. Ltd. f (ii) Karinada 



Chowringhee Road, 




i 

j 

Chartered Bank Bldg., 



Calcutta-16. 




I 

Calcutta. 



Uttar Pradesh 




i 

India Paper Pulp Naihali 

23,000 

12,921 






Co. Ltd., 



Capital Paper Mills 

Ghaziabad 

1,440 

Nil 


8 Clive Row, 



Pvt. Ltd., 





Calcutta 



Star Paper Mills 

Saharanpur 

46,200 

34,116 


Tribeni Tissues Chandrabati 

8,500 

7,961 

Ltd., 27, Brabourne 





Limited, Hooghly 



Road Calcutta. 





2, Middleton Street. 



Upper India Copper 

Lucknow 

4,200 

1,111 


Hooghly, Calcutta. 



Paper Mills Ltd., 





Bengal Paper Mills Raniganj 

50,000 

31.905 

Masjit Bobh, 





Co. Ltd., 



Lucknow. 





14, Netaji Subhash 



Chemopulp Tissues 

Ghaziabad 

1,700 

1,373 


Road, Calcutta. 



A-4, Sect. CXII, 





Western India Alambazar 

7,500 

4,104 

Meerut Road, 





Match Co. Ltd., Calcutta 



Ghaziabad. 





Indian Mercantile 



G.T. Industries, 

Ujhani 

3,000 

516 


Chambers 



33-A New Marine 





Nicol Road, Ballard 



Lines, Bombay. 




< 

Estate, Bombay. 



Swatantra Bharat 

Pilkkhua 

2,000 

532 

) 

Shri Gopinath Barrannagora 

1,080 

156 

Paper Mills, 5-7, 




) 

i 

Paper Mills, 



Deshbandhu Gupta 




' I 

49/A, A.K. 



Road, New Delhi. 




i 

Mukherjee Road, 



Gopal Paper and 

Ghaziabad 

1,500 

448 

i 

Calcutta-50. 



Board Mills, 




i 

V 

East End Paper Barabaria 

6,000 

4,501 

Ghaziabad. 




1 

Industries Ltd., 



Aknos Paper Mills 

Ghaziabad 

1,500 

Nil 

1 

J 

1, Netaji Subhash 



Pvt. Ltd., 5 Jain 



(Closed) 

1 

Road, Calcutta. 


. 

Mandir Road, 





Priti Paper Board Sheeraohuli 

1,800 

802 

(Annexe), New Delhi. 





Mills P. Ltd., 



Bihar 





22, Burra Shiblalla 








Main Road, Calcutta. 



Rohtas Industries 

Dalmianagar 

60,000 

49,244 

i 

P.G. Paper Mills Calcutta 

1,500 

217 

Ltd., Dalmianagar. 





Co. Pvt. Ltd., 



Thakur Paper Mills 

Jituarpur 

3,000 

942 


20, Seven Tanks Lape, 



Ltd., Samastipur 



(From May) 


Calcutta. 



(Darbhanga) 





Indian Card Board Calcutta 

5,500 

4,926 

Ashok Paper Mills 

Ramcswar- 

13,500 

Under 


Industries, 19, Netaji 



Ltd., 8 Russel Street, 

nagar 


trial pro- . 


Subhas Road, 



Calcutta-16. 



duction 


Calcutta-1. 
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Orissa 



Orient Paper Mills Brajrajnagar 
Ltd., Birla Bldgs. 9-1 

R.M. Mtikherjee 

Row, Calcutta. 

76,000 

53,692 

Titaghur Paper Mills Chowdhar 

Co. Ltd., Chartered 

Bank Bldg., Calcutta. 

18,000 

19,225 

Straw Products Ltd., Raygada 
(JK) Nehru House, 

4, B.S. Zafar Marg, 

New Delhi-I. 

Haryana 

31,500 

33,616 

Venus Paper Mills Ballabgarh 

Pvt. Ltd., B-38 Dist. Gurgaon 

Greater Kailash, 

New Delhi. 

2,000 

1,069 

Ballarpur Paper and Yamunanagar 
Straw Board Mills 

Ltd., (Shrec Gopal 

Divn), Thapar House, 

124-Janpath, 

New Delhi-1. 

46,000 

43,876 

Murai Paper Mills, Faridabad 

H-75 Connaught 

Circus, New Delhi. 

1,200 

1,549 

Delhi Pulp Indus- Faridabad 

tries, Akash Deep, 

Barakhamba Road, 

New Delhi. 

4,500 

1,828 

Rajendra Paper Faridabad 

Mills, 51,New Indus¬ 
trial Township, 

Faridabad. 

4,000 

2,782 

Orient Steel and Faridabad 

Wire Industries Pvt. 

Ltd., (Haryana Paper), 

Faridabad, 

3,000 

760 

Perfectpack Limited, Faridabad 

21, New Industrial 

Township, Faridabad. 

4,000 

1,204 

Delhi Pulp Faridabad 

Industries, Akash 

Deep, Barakhamba 

Road, New Delhi. 

45,200 

1,828 

Rajendra Paper Faridabad 

4,000 

2,782 


Mills, SI, New Indus¬ 
trial Township, 
Faridabad. 


1 2 3 4 


Orient Steel and 

Wire Industries Pvt. 
Ltd., (Haryana 
Paper), Faridabad. 

Faridabad 

3,000 

760 

Madhya Pradesh 




Alok Paper 

Industrial 

1,200 

826 

Industries, F/7, 
Industrial Estate, 

Polo Ground, 

Estate Indore 



Indore City. 

Straw Products 

Ltd., Nehru House, 

4, Bahadur Shah 
Zafar Marg, 

New Delhi. 

Bhopal 

15,000 

14,515 

Acme Paper Mills, 
(Formerly Mandidip 

Sehare 

3,000 

1,956 

Paper Mills) 

Scharc. 

Orient Paper Mills 
Ltd., (Amlai Bhopal) 
Birla Bldg., 9/1 R.N. 
Mukherjee Road, 
Calcutta. 

Amlai 

85,000 

66,955 

Gujarat 




Gujarat Paper 

Mills Ltd, 

Barejadi, P.O. 

Mandcj, Distt. 
Ahmedabad. 

Barejadi 

6,000 

2,511 

Rohit Pulp and 

Paper Mills Limited, 

Khadki 

10,100 

4,930 

Rohit Chambers, 
Choge Street, 
Bombay. 

Jayant Paper Mills 

Utran, 

6,720 

6,572 

Ltd., Resham 

Bhavan, 2nd Floor, 
Lai Darsaja, 

Surat-3. 

Surat 



Steadfast Paper Mills 
Limited. Medows 

Gunhra 

450 

395 

House, Nagindas, 
P.O. Bapi, Master 
Road, Bombay. 
Prakash Pape r 

Gandal 

1.000 

381 

Mills, Gandal, 
(Saurashtra). 
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Speciality Paper 

Ltd., Merai, Via 

Udwada 

1,440 

1,489 

Vapi Distt., Bulsar. 
Associated Pulp 

Bavala 

7,200 

3,273 

and Paper Mills 
Limited, Bavala, 




(W. Rly). 

Central Pulp Mills 

Fort 

6,500 

6,263 

Ltd., Fort Gongad, 

Sehrangarh, 



Oistt, Surat. 

Agarwal Paper 

Vapi 

1,600 

738 

Mills Pvt. Limited, 
G.I.S.C., Flat No. 
167/168 Indl. Estate, 
Vapi Distt. Bulsar. 

Gujarat 



Maharashtra 




Parshuram Paper 

Tehsil 

2,100 

602 

Mills, Boards Mfg. 

Chiplum 



Co. Pvt. Ltd., 

Distt. 



135-Hind Rajasthan 
Deptt. Centre, 
95-Dadsaheb Phalke 

Satamgiri 



Road, Dadar, Bombay. 



Deccan Paper Mills 

Han Psar 

3,600 

1,206 

Co. Ltd., Common¬ 
wealth Bid., Poona. 
F. Pudumjee and 

Co. Pvt. Ltd., 
60-Forbes Street, 

Bombay 

1,800 

1,008 

Bombay. 

Paper and Pulp 
Conversions Ltd,, 

118 3-Shivaj inagar. 

Khapoli 

12,000 

9,379 

Fergusan College 
Road, Poona. 
Pudumjee Pulp and 
Papar Mills Ltd., 

Chinchawad 

5,000 

5,200 

60-Forbes St.,Bombay. 


• 

Ballarpur Paper and 
Straw Board Mills 

Ballarpur 

69,000 

65,089 

Limited, (Ballarpur 
Div.), Thapar House, 
124-Janpath, 

New Delhi. 
Providence 

Santa Cruz 

510 

Closed. 

Paper Mills Ltd., 
New Standard Engg. 
Compound, Chodaun 




dard Road, Santa Cruz, 



Bombay. 





Premier Paper Mills Reha 

Ltd., Vaswani (Colaba) 

Mansions, 10, Dinshaw 

Vachha Road, 

Bombay. 

800 

906 

B.K. Paper Mills Kalyan Road 

Pvt. Ltd., Kalbadevi 

Road, Bombay. 

1,500 

1,759 

Ajanta Paper and Vadavali 

Genl. Products Pvt. 

Ltd., Vadavali 

Road, Kalyan. 

1,800 

1,374 

Paper Products Reha 

Limited 13,14 Ajmere 

Gate Exten., New Delhi. 

4,200 

2,359 

Vidarbha Paper Mills Kamptee 
Limited, 2nd Floor, 

Bank of Maharashtra 

Building, Abhyankar 

Road, Citabuldi, 

Nagpur-2. 

2,200 

1,703 

Bombay Paper Mfg. Kalyan 

Co. Ltd., 109,Sheikh 

Menon Street, 

Bombay. 

1,300 

699 

Afsons Industrial Kalyan 

Corpn. Ltd., Fiddal 

Bldg., 18’Shaki Das 

Dandhi Marg, 

Princess Street, 

Bombay. 

1,230 

944 

Laxmi Board and Kalyan 

Paper Mills Pvt. 

Ltd. 23’Raman St., 

3rd Floor, Bombay. 

20,460 

4,437 

Balkrishna Paper Vill. Ambivali 
Mills Ltd., Kalyan Dist. 

Nagardas Road, 

Andheri (East) 

Bombay. 

4.500 

2,486 

Vikrara Paper Thana 

Mills (P) Ltd., 

Vadavali Post, 

Kalayan Distt., 

Thanna. 

4,800 

1,411 


Andhra Pradesh 

Sirpur Paper Mills Sirpur 61,600 38,660 

Ltd., Sirpur, Kagajnagar 

Kagajnagar, 

— Contd. 
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Andhra Pradash 
Pulp and Paper 

Mills Ltd., 
Rajahmundry. 

Karnataka 

Rajahmundry 

75,000 

47,432 

Mysore Paper 

Mills Ltd., 
Bhadravati. 

Bhadravati 

24,000 

22,319 

West Coast Paper 
Mills Ltd., 
Shre6niwas House, 
Dr. Somani Marg, 
Fort, Bombay-1. 

Damdelo 

60,000 

46,653 

South India Paper 
Mills (P) Limited, 
Chikayana Chaitra. 
P. O. Najapud, 
Mysore. 

Mandya National 
Paper Mills 

Ltd., 7, Museum 
Road, Bangalore. 

Nanjanguda 

6,600 

4,839 

Balgaula 

10.800 

11,680 

Senapathy Whitlay 
(P) Ltd., 14, Netaji 
Road, Bangalore-5. 

Ramanagram 

4,920 

1,488 

Shri V.K. Lai, 

Ranjit Sales (P) Ltd., 
111-A Mahatma 
Gandhi Road, 
Bombay-1. 

Kerala 

Bangalore 

450 

196 

Punalur, Paper Mills 
Ltd., Punalur, 
Travancore. 

Punalur 

15,000 

13,753 

Gwalior Rayon Silk 
Mfg. (Wvg.) Co. 
Ltd., P.O. Box 37, 
Kozhikode. 

Tamil Nadu 

Kozhikode 

2,700 

1,754 

Seshasayee Paper 

Pallipalayam 

35,000 

32,571 


and Boards Limited, 

P.O. Cauvery, (Salem), 

Erode. 

Sun Paper Mills Co. Cheran- 15,000 11,909 

Ltd., Post Bag No. 2, mahadevi 

Cheranmahadevi, 

Tirunelveli Distt. 


Amaravathi Sri Udumalpet 

Venkatesa Paper Mills 

Ltd., P.O Udumalpeth, 
Madathulam, Madras. 

6,000 

5,811 

Total: 

1,103,570 

829,10| 

List of Newsprint, Rayon Grade and 

Papergrade Pulp and Fella 


Names & Address Location 

Capacity 

Production 

of the mill 


during *75 

Newsprint 



M/s The National Nepanagar 
Newsprint and Paper 

Mills Ltd., Nepanagar 
(Madhya Pradesh). 

Pulp—Rayon Grade 

75,000 

51,971 

M/s South India Sirumughai 

Viscose Ltd., P.B. 

22,500 

19,454 

No. 1396, Race Course^ 
Coimbatore-18. 

M/s The Gwalior Mavoor 

Rayon, Birlkootam, 

Mavoor, Calicut 

60,000 

46,083 

(Kerala). 

M/s Harihar Poly- Harihar 

fibres. Rayon Silk 

Mfg. (Wvg.) Co. 

Ltd., Nagda (M.P.) 

Kumarapatnam, Near 

Harihar (Karnataka). 

36,000 

40.872 

Pulp—Paper Grade 



M/s Central Pulp Fort'Sohan- 

Mills Ltd., 1183, garh 

Shivagi Nagar, 

Ferguson College 

Road, Poona-411005 

22,500 

2,061 

Felts 



Shri Denesh Baroda 

Mills Ltd., P.O. 

250 

110 

Padra Road, Baroda. 

Porritts and Faridabad 

250 

91 


Spencer (Asia) Ltd., 
308-9, Kanchanjanga, 
18 Barakhamba Road, 
New Delhi. 
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The uptrend in foreign 

exchange reserves 

An interesting development in this country's foreign exchange account has 
been the appreciable increase in the value of both the foreign securities and 
the balances held abroad by the Reserve Bank of India. In the week-ended 
May 7, 1976 the foreign securities of the Reserve Bank at Rs 371.74 crores had 
multiplied almost three times the level registered in the corresponding week a 
year ago at Rs 121.74 crores. The balances held abroad by the Reserve Bank 
at Rs 1026.03 crores were almost 100 per cent more than the limit reached in the 
corresponding week a year ago at Rs 522.89 crores. This comfortable position 
in foreign exchange reserves has understandably been the subject of discussion 
in both official and non-official circles in this country because it has not been a 
freak phenomenon. Week after week, month after month, since June 197S the 
foreign exchange reserves have moved upwards without ever looking back, under 
the influence of measures taken by the government. 
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An outstanding element in the creation of such a happy situation in. our 
foreign exchange reserves after many years has been the change in the behaviour 
of Indian nationals abroad regarding remittances made by them to their relations 
in this country. With the closing of the clandestine channels of transferring 
foreign exchange, they have increasingly taken to the authorised modes of trans¬ 
ference with the result that the inflow of invisibles had sizeably improved. The 
judicious changes initiated in recent months regarding the facilities for deposits 
of foreign currencies in our banks by Indians abroad has not a little to do with 
the spurt in foreign exchange reserves and it is necessary that the ministry of 
Finance and the Reserve Bank should take further measures which will eliminate 
all irritants and encourage the inflow of deposits in foreign currencies. To the 
extent that this inflow of foreign exchange would increase, the smuggling activities 
of unsocial elements would also tend to drop. 

The rise in foreign exchange reserves by about Rs 800 crores should be 
viewed against the expected quantum of foreign aid from the Aid-India 
Consortium currently meeting in Paris. It is anticipated that the consortium 
will pledge 8 1050 million by way of aid, almost the same as in 1975-76. The 
improved state of our economy—bumper food harvests and live to six per cent 
growth in industry—have brought a favourable response from the World Bank 
Team which prepared a background note on this country’s economy. It has 
made a particular reference to the control over inflation, largely through vigorous 
government action, and the easiness in the supply of electricity which has brought 
about a cheerful position both in industry and agriculture. It has also highligh¬ 
ted the significant improvement in employer-employee relations leading to sharp 
reduction in the loss of man-hours through strikes and lock-outs. 

The country has a number of options open to it for making use of the 
increased availability of foreign exchange reserves. First, it could speed up the 
implementation of those projects which had been held up for the past three to 
four years because of paucity of resources. Second, it could encourage the 
establishment of joint ventures abroad because through them the pace of exports 
of machinery and equipment from this country could be accelerated. Third, 
these reserves could be utilised for the modernisation of sick units in many of 



the export<oriented industries. Fourth, 
there are certain consumer goods which 
have appeared on the smugglers’ list; 
they could be imported in limited 
quantities to discourage their import 
by our nationals visiting foreign coun¬ 
tries for short durations. The avail¬ 
ability of these goods may tend to 
discourage their import through illegal 
means as well. But any import policy 
relating to consumer products will have 
to take into consideration the state of 
domestic units which Will suffer imme¬ 
diately because of their incapacity to 
compete with imported products. 

This country will, however, have to 
be vigilant so that this gain in reserves 
which has been made during the past 
few months, is put to positive use. 
What is more, the development of 
exports will have to be further encoura¬ 
ged so that the trade gap is narrowed. 
Surety, the import bill during the 
current year is likely to fall because of 


the reduction in the imports of food- 
grains and fertilizers but the dynamism 
generated in the sphere of exports 
would need to be further intensified. 

The rising foreign exchange reserves 
should make the Reserve Bank treat 
the exporters a little more liberally in 
regard to expenditure on exploratory 
missions abroad. The miserly releases 
of foreign exchange to those who have 
taken upon themselves the challenging 
task of opening up new markets for 
Indian products have sometimes proved 
to be a dampening influence. Let the 
exporters not be forced either to live 
off their friends or to look like poor 
relations at meetings with their clients 
abroad. A more generons policy in 
this regard needs to be initiated. Eastern 
Economist has no doubt that the 
governor of the Reserve Bank, Mr K.R. 
Puri, who has travelled widely, will see 
to it that a helpful approach is adopted 
by the bank in this regard. 


1 and its new goals 


It is encouraging to note that the 
management of the recently restructur¬ 
ed Industrial Development Bank of 
India (IDBl)—this institution was 
delinked from the Reserve Bank of 
India in the middle of last February 
with the full transfer of its ownership 
to the government of India—has 
started gearing itself to an ambitious 
programme of assisting industrialisa¬ 
tion of the country and fostering of 
exports. It has set before itself the 
target of disbursing increased assis¬ 
tance for the development of exports 
and industry, excluding the help it 
might be called upon to render to 
the sick industrial units which might 
be entrusted to its care, from Rs 213 
crores during its fiscal year (July-June) 
1974-75 to Rs 296 crores this year and 
to as much as Rs 615 crores in 1979-80 
signifying an annual growth of about 
25 per cent. Although the attainment 
of this target depends to a great extent 


on how the economy shapes in the 
coming years, the streamlining of the 
procedures already undertaken or pro¬ 
posed should go a long way in facili¬ 
tating matters. 

Among the steps already taken are 
the creation of two functional wings 
to look after the two principal opera¬ 
tions of the bank and decentralisation 
of operations among the various regi¬ 
onal offices which have been upgraded 
and placed in charge of deputy general 
managers. One of the functional wings 
will take care of domestic financing 
and the other of international financ¬ 
ing. With the opening of a new regio¬ 
nal office at Ahmedabad last week, 
the bank now has four such offices— 
one each for the eastern, southern, 
northern and Western parts of the 
country. Under considerably enhanced 
delegated authority, these offices have 
been empowered to process and ap¬ 
prove all proposals under the refinance 


and machinery bills rediscounting sche¬ 
mes and those for direct assistance up 
to Rs 50 lakhs where lib other all- 
India financial institution is involved. 
The branch offices of the bank ' at the 
various state capitals too are being 
upgraded with a view to providing 
refinance and rediscount assistance up 
to prescribed limits and involving them 
more actively in development particu¬ 
larly of backward areas. 

time-bound programme 

Much more significant, however, is 
the move of the bank to adopt a 
time-bound programme for expedi¬ 
ting the sanction and disbursal of 
assistance. An important step envisag¬ 
ed in this direction is that in the case 
of assistance being provided by the 
bank in cooperation with the other 
financial institutions, the processing of 
the loan applications will be done, 
under the aegis of the bank and the 
assessment arrived at will be applica¬ 
ble to the other financial institutions. 
If found necessary, the other financial 
institutions will be associated with the 
assessment process in the very begin¬ 
ning. This will obviate individual scruti¬ 
ny of the loan applications by the 
various institutions providing assis¬ 
tance. 

Following the new economic pro¬ 
gramme of the government, the bank 
has also redefined its goals. Besides 
assisting high priority industrial units 
aiming at import-substitution, produc¬ 
tion of key agricultural and industrial 
inputs, manufacture of essential 
consumption goods and products for 
export, and the plants to be located in 
the underdeveloped regions, special 
emphasis is now proposed to be placed 
on the provision of assistance to small- 
scale industries, schemes promoted by 
technicians or new entrepreneurs and 
projects using indigenous technology 
and having greater employment poten¬ 
tial. For the benefit of new ehtrepie. 
neurs, which include ex-army personnel 
and unemployed drivers getting penalty - 
under the national transport permit" 
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scheme, it has been decided recently 
that eveh the minimum promoters* 
contribution requirement should be 
waived. This stipulation was consi¬ 
dered to be a considerable handicap. 
Attention is also envisaged to be paid 
by the bank in future to manpower 
training as part of the implementation 
of the apprenticeship scheme. 

In the case of backward areas, 
besides provision of assistance to the 
state industrial development corpora¬ 
tions for promoting labour-intensive 
projects, financial facilities are propos¬ 
ed to be made available by the bank 
to the small-scale industries develop¬ 
ment corporations in the operation of 
their schemes for supplying machinery 
and equipment on hire-purchase basis. 
This programme should help in rehabi¬ 
litating the displaced persons by the 
setting up in the backward areas of 
giant projects requiring sophisticated 
skills. Hitherto, these persons faced 
difficulties in absorption in these units 
due to lack of adequate skills. 

export finance 

With the creation of a separate wing 
in the bank for international financing, 
the export finance problems, it is 
hoped, will get resolved to a great 
extent. Significant steps are stated to 
have already been taken in this sphere. 
The 1DBI chairman, Mr Raghu Raj, 
revealed at a press conference here a 
few days ago that credit lines had been 
made available in the recent months to 
Kenya, Bangladesh and Zanzibar for 
assisting, among others, exports of oil 
storage tanks, agricultural machinery, 
commercial vehicles and mobile cranes. 

The need for providing such credits 
on an increasing scale cannot be over¬ 
emphasised if we have to encourage 
exports of our equipment and machi¬ 
nery to the neighbouring developing 
countries of south-east Asia and Africa 
which are being lured into buying 
from the developed nations through 
very liberal credits made available by 
the manufacturers of these countries. 
The recent findings of the export mis¬ 


sions of the Association of Indian 
Engineering Industry are an eloquent 
testimony to this. As the government 
has recently decided to permit even 
financial participation by Indian con¬ 
cerns in joint ventures abroad to an 
extent somewhat larger than the value 
of exports of equipment and machinery 
from here, the bank would do well if it 
assisted such ventures. 

The provision in this year’s central 
budget for augmenting the rupee 
resources of the bank and the $40 
million credit negotiated by it recently 
with the World Bank for on-lending to 
the state financial corporations to meet 
the foreign exchange requirements of 
small and medium-sized industrial 


One of the significant observations 
made by the World Bank in its latest 
report on the Indian economy relates 
to the sluggishness of industrial activity 
and the poor demand for industrial 
products. The problemsarising from 
the lack of demand were clearly high¬ 
lighted recently at the annual sessions 
of the Associated Chambers of Com¬ 
merce & Industry and the Federation 
of Indian Chambers of Commerce 
and Industry (FICCI). Mr Sudhir 
Jalan, President of the Indian Chamber 
of Commerce, Calcutta, at its fiftieth 
annual meeting held on May IS, 1976, 
also drew attention to the seriousness 
of this problem. He said that there 
was a deficiency of demand over a 
wide range of industries and that 
unsold stocks were accumulating with 
the producers. As a result, there was 
reduced production and increase in idle 
capacity. 

Mr Jalan observed: “A figure of 35 
to 40 per cent idle capacity in a number 
of industries is a grave matter. Such 
capacity was built in the past through 
substantial investment. When it remains 


units, besides the $24 million credit 
available from the IDA for helping 
specific private fertiliser projects, inci¬ 
dentally, should go a long way in spur¬ 
ring its lending operations. 

Some thought, however, needs to be 
bestowed on the interest charges of the 
bank to see if they can be brought down. 
For instance, the lending rate for direct 
assistance of industrial projects not 
located in backward areas is 11 per 
cent and in case they are located in 
backward regions 9.5 per cent. This 
vitiates their capital costs. In fact, 
the overall dear money policy being 
followed at present by the government 
deserves a second look for it is jeopar¬ 
dising new investment in equities. 


idle, the capital invested yields no 
return. Cost of production goes up 
and employment goes down. This 
situation needs urgent consideration of 
government. The cycle has to be 
reversed and more demand generated 
in the economy. It is only then that 
it will be possible to increase produc¬ 
tion and reach higher levels of 
growth.” 

The government of India has been 
denying the existence of a general 
recession in the country’s economy 
although it admits that some industries 
are affected by it. But it should be 
remembered that even though only a 
few industries may be in the grip of a 
recession, it is having repercussion 
over a wide field. Thus, for example, 
the lack of demand for automobiles 
has created difficulties for a large 
number of industries. This point was 
forcefully brought out recently by 
Mr M V. Arunachalam, the President 
of the FICCI. He said: “The gravity of 
the problem is not easily realised 
because we tend to look at it in terms 
of single product, say automobile (or 
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in 1970 to Rs 40 crores in 1975. 
The cost of a 200,000 tonnes cement 
plant increased from Rs 3.6 crores in 
1961 to Rs 12 crores in 1975. More¬ 
over the prices of imported raw 
materials and increased wages had 
contributed to a sharp increase in the 
costs of new products. 

Some speakers suggested that certain 
units in the small-scale sector were 
suffering heavily due to the paucity of 
funds. Mr A.P. Sharma, union minis- 
tcr of state for Industry stated that in 
view of the increased incidence of 


The food situation in the country 
since 1970-71, when the last bumper 
harvest of 108.42 million tonnes was 
realised, had been confusing and it 
was not possible until recently to 
assess precisely as to what was the 
requirement of a growing population 
and how the estimates of future needs 
should be framed having regard to a 
possible increase in individual intake 
with improvement in standard of living. 
With a comfortable position arising 
out of the output of foodgrains in 
1970-71 and sizable imports, buffer 
stocks rose at one stage to nine million 
tonnes. However, the setback suffered 
in the 1972-73 agricultural season, 
coinciding with the decision to suspend 
imports of foodgrains on a concessio¬ 
nal basis, had a queering effect and 
heavy sales had to be made out of 
buffer stocks. On some occasion, the 
fair price shops could not meet the 
demands of card-holders and the 
government had to decide on a resump¬ 
tion of imports by effecting sizable 
commercial purchases involving huge 
expenditure in foreign exchange. 

The aggregate imports in three years 
ended December 1975 were quite high 


sickness in small scale industries the 
government had appointed a high- 
powered committee to examine the 
bank credit problems of small-scale 
units. The committee had been asked 
to suggest measures for bringing about 
uniformity in terms and conditions of 
finance for facilitating the flow of 
institutional finance to small-scale 
units. Mr Sharma added that in 
order to encourage small units to 
export, action had been initiated for 
selecting 10 industries for modernisa¬ 
tion each year with the assistance 
provided by the central government. 


at 15.86 million tonnes while internal 
production including rabi crops of the 
1975-76 agricultural season is estimat¬ 
ed at 321.72 million tonnes. The buffer 
stocks are now around 12 million 
tonnes and can be expected to rise to 
16 million tonnes by the end of July this 
year. As these stocks have risen 
from a low point of around two million 
tonnes after the drop in production in 
the 1972-73 agricultural season, it is 
reasonable to presume that imports 
have been largely utilised for maintain¬ 
ing buffer stocks over a period and 
it is possible to conclude that the 
goverenment will be successful in 
its efforts to fight inflation and provide 
supplies required by the public 
distribution system from internal 
sources, if output can be maintained 
at 108 million tonnes. 

The average of production for three 
agricultural seasons 1973-76, was of 
course exaggerated by the unprecedent¬ 
ed increase in output to 116 million 
tonnes in 1975-76. The question now 
is what should be the basis for plann¬ 
ing in the coming years and how ear¬ 
lier mistakes can be avoided, and the 
drain of foreign exchange on imports 


prevented. If correct inferences can be 
drawn from the high and low points of 
production in the past decade there 
is reason to believe that there has been 
considerable strengthening of the agri¬ 
cultural sector and productivity has 
been increasing along with the exten¬ 
sion of area under irrigation, energisa¬ 
tion of pumpsets in areas not well- 
served by conventional irrigational 
facilities and the use of high yielding 
seeds and fertilisers. The high point 
has moved from 100 million tonnes to 
108 million tonnes and further to 
116 million tonnes. 

There has been likewise improvement 
from the low point of 66 million 
tonnes to 97 million tonnes and pro¬ 
bably to 104 million tonnes. This kind 
of reasoning clearly suggests that any 
difficult situation in the coming years 
can be easily managed with imports of 
around four million tonnes making the 
necessary adjustment, of course, for 
the growth in population and the lar¬ 
ger per capita intake. This would mean 
that internal production should be 
at least 125 million tonnes in 1980-81 
and every year there should be a 
growth in production by at least three 
million tonnes. 

advantageous position 

The extremely advantageous situation 
that has arisen as a result of the bum¬ 
per output of 116 million tonnes in 
the current agricultural season has 
enabled the government to plan ahead 
from a position of strength. The pro¬ 
curement operations arc now proceed¬ 
ing so vigorously that the Food Corpo¬ 
ration and other agencies have been 
experiencing serious difficulty in absor¬ 
bing all quantities offered by farmers. 
It has been indicated in the annual 
report of the ministry of Food and 
Agriculture for 1975-76 that the buffer 
stocks at the end of February 1976 
had risen to 9.7 million tonnes from 
2.8 million tonnes at the end of the 
same month in 1975. This would 
mean that nearly the whole of imports 
of 7.41 million tonnes effected in 1975 
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have been used for building up buffer 
stocks. The record procurement of 
over five million tonnes of rice in the 
past few months and the massive pur¬ 
chases of wheat now going on bid 
fair to raise buffer stocks to 16 million 
tonnes by the end of July, as stated 
above. 

There is evidence of heavy accumula¬ 
tion of stocks of foodgrains with the 
state agencies if the changes in out¬ 
standing food credit given by the 
scheduled commercial banks are 
studied. At the end of February 1975 
food credit stood at Rs ' 443.19 crores. 
By the end of February this year it had 
risen to the high level of Rs 1341.96 
crores. The average cost of imported 
foodgrains is around Rs 1,500 per 
tonne, and latterly rice stocks, which 
are costlier than wheat, have been 
mainly responsible for the bulge in 
stocks. By May 7, 1976 the credit 
had risen to Rs 1669.68 crores. 

bank assistance 

The banking system has been obliged 
to assist the Food Corporation and 
other agencies with over Rs 1200 crores 
in fourteen months in order to finance 
imported and indigenously procured 
foodgrains. With continuing imports 
and vigorous procurement, it may not 
be a surprise if buffer stocks rise to 
even 18 million tonnes at some stage. 
There may not be any net big decline 
in August/October as the procurement 
of wheat and rice may have to be con¬ 
tinued, even after July. By October 
this year net buffer stocks may be aro¬ 
und 17 million tonnes and if the Green 
Revolution in rice repeats itself in 
1976-77 a peak of 20 million tonnes 
may be reached by March next year. 

The storage problem has therefore to 
be carefully studied and the necessary 
additional space created. It may even 
be desirable to relax restrictions on 
movement if the outlook for kharif 
season turns out to be again promising. 
Bank finance of Rs 3000 crores may 
have to- J^jpovided for in some 
contingenciaS and the continuance of 
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the present restricted policy of refinance 
may well result in a denial of credit 
for other sectors if the refinance facili¬ 
ties are not suitably liberalised or it 
is not decided that the government 
would not hold buffer stocks beyond 
a net level of 15 million tonnes. 

The developments in 1976-77 agri¬ 
cultural season should enable the 
government to take a definite view in 
regard to the role of imports in meet¬ 
ing the requirements of the population. 
With stocks likely to be around 
17 million tonnes by October, an 
embarrassing situation may arise if the 
output of kharif and rabi crops is 
even lower at 112 million tonnes. Hie 
level of consumption on an optimistic 
basis will be only 111 million tonnes. 
As there has been considerable restock¬ 
ing in all regions and consumers will 
be buying only their immediate require¬ 
ments, consumption may not be more 
than 110 million tonnes throwing up a 
surplus of two million tonnes. Thus, 
with buffer stocks of 17 million tonnes 


any situation can be managed and 
imports should be completely suspend¬ 
ed after the existing contracts have 
been completed. 

The strategy should now be to pre¬ 
vent a decline in production to below 
112 million tonnes and as stated earlier 
plan for annual increase in production 
of three million tonnes. If the yield 
of wheat per hectare in the eastern 
region can be increased and the out¬ 
put of rice is raised steadily as a result 
of the recent breakthrough, the objec¬ 
tive of achieving self-sufficiency even 
with rising consumption can be easily 
realised. The output of coarse cereals 
too can be very much more than what 
it has been so far if scientific farming 
practices in unirrigated areas are adopt¬ 
ed and there is massive tapping of 
underground water resources. The 
horizon on the food front is bright and 
the deficit in foreign trade cun be 
nearly wiped out if the lessons of the 
current agricultural season arc properly 
understood. 


I 
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Capitals Gomdors 


R. C. Ummat 


Nuclear cooperation * Workers' sector in 
industry • Credit needs assessment * 
Steel output expectations 


Tan ki.grm of the government of India 
over the unilateral decision of Canada 
to stop nuclear cooperation despite the 
nearly two-year protracted negotia¬ 
tions, which culminated in a settlement 
in March last, will be shared widely- - 
not only here but also in the develop¬ 
ing world. Canada suspended all 
assistance and cooperation in this 
lield after the explosion of a nuclear 
device by us in the Pokharan range on 
May 18, 1974. Presumably, all its 
apprehensions about the use of nuclear 
power by us were allayed during the 
above negotiations. Otherwise, there 
could not be any justification for 
reaching a settlement and preparation 
of a draft agreement envisaging 
restoration of the nuclear relations 
between the two countries to the 
traditional level. What remained to 
be done was the formal approval of 
this agreement by the two countries. 

renouncing explosions 

The reason for the abrogation by 
Canada of the above settlement is 
stated to be that it can have nuclear 
cooperation only with countries 
which have renounced the use of 
Canadian-supplied materials, equip¬ 
ment and technology for nuclear 
explosions; further cooperation with 
India will have to be compatible with 
this policy. This implies that no country 
can seek Canadian cooperation even 
for widening the uses of nuclear energy 
for peaceful purposes unless and until 
its plans are acceptable to Canada. 

The timing of the Canadian decision 
appears to be very significant. Perhaps 
it has to do something with the 
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hardened attitude of the developed 
nations towards the developing world 
an eloquent testimony of which is 
available from the deliberations of 
UNTCTAD-IV. Reports from Nairobi 
suggest that the developed nations are 
more concerned about their own wel¬ 
fare and are prepared to assist the 
developing countries only to the extent 
their assistance does not affect the 
lead they enjoy not only in the politi¬ 
cal but also the economic field. 

With the unilateral abrogation by 
Canada of its nuclear cooperation 
with us, we will have to progress on 
the nuclear front primarily on our own. 
Some assistance might be available 
from France as has been the case in 
the last two years. This is bound to 
delay our plans for harnessing nuclear 
energy for the many peaceful uses in 
view. This sacrifice will have to be 
endured in the interest of self-reliance. 
There can be no denying the fact that 
wc iiave built up considerable compe¬ 
tence in the nuclear field. Further 
progress is not beyond the capabilities 
of our scientists and technicians. 

* * 

The minister for Finance, Mr C. 
Subramaniam, revealed in the Lok 
Subha last week, during the debate on 
the bill seeking to amend the Ad¬ 
ditional Emoluments (Compulsory 
Deposit) Act, 1974, that bis ministry 
was toying with the idea of utilising 
the nearly Rs 1,090 crores impounded 
dearness allowance for creating a 
workers" sector in our industrial eco¬ 
nomy-the fifth sector after the 
establishment of the private, public, 

joint and cooperative sectors. He 
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thought that this would add a now 
dimension to. workers’ participation 
in industrial units. 

Ostensibly, the proposal appears to 
be quite attractive for it can yield 
wholesome results in augmenting re¬ 
sources for industrial growth. A major 
point that, however, needs to be consi¬ 
dered in this connection is the vitia¬ 
tion of the climate for investment in 
equities which has been brought about 
by the dear money policy currently 
being followed be the government. The 
yield norms on investment in both 
industry and trade undoubtedly will 
have to be revised upwards if these 
investments are to be made attractive 
enough vis-a-vis the interest rates on 
term deposits with banks. The present 
norms of profitability in industry ap¬ 
parently are not conducive to invest¬ 
ment in equities, although there is a 
school of thought in the official 
quarters that this investment has 
remained at a low ebb in the recent 
past primarly because of other consi¬ 
derations. 

the corelation 

There can be no denying the fact 
that the capital market, which witnes¬ 
sed boom years towards the close of 
the 1950s and in the beginning of the 
1960s, has not been able to regain 
buoyancy for over & decade now. This 
surely cannot be attributed to the so- 
called “unfair” practices of some 
entrepreneurs and the alleged “cooking 
up” of balance-sheets. A corelation 
between the return on institutional 
savings and investment in other forms, 
including equities, has to be there if 
the savings are to be invested in a 
broad spectrum of activity. Until and 
unless some concerted efforts are made 
to revive the capital market, the 
Finance minister’s proposal may prove 
to be detrimental to the interests of 
employees, who might suffer an erosion 
in their impounded earnings. The 
experience of the Unit Trust of India 
during the last two years and the 
steady increase in the term deposits 
of banks are sure enough indications 
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that the yield pattern of equities is not 
attractive enough. 

Incidentally, if the yield norms of 
industry and trade have to be revised 
upwards, they can be expected to add 
to inflationary tendencies. This is a 
dilemma which the country faces at 
present. Perhaps a national debate 
on Mr Subramaniam's proposal will 
throw up ideas to correct the situation. 
• * 

Although bank credit for the food 
sector will have to be increased very 
significantly this year in view of the 
encouraging procurement trends, the 
Reserve Bank of India feels that the 
industrial sector will not suffer from 
lack of credit for production. An 
assessment of the genuine micro as 
well as macro credit needs of this 
sector and also of the other sectors 
of the economy has been undertaken 
recently. It is expected to be completed 
soon. Tlic provision of some additio¬ 
nal credit to selected industries having 
high growth potential is not ruled out. 

The credit requirements of the food 
sector are anticipated to be of the 
order of nearly Rs 2,100 crores. The 
commercial banks ha\c been asked to 
provide credit up to Rs 800 crores on 
their own. Another Rs 600 crores to 
Rs 800 crores w ould be provided by the 
Reserve Bank. The remaining amouut 
will be available by way of central 
budgetary support. 

The deposits with the banking indus¬ 
try are expected to go up this year 
by about Rs 2,600 crores, as against 
Rs 2,200 crores last year and Rs 1,600 
crores in 1974-75. This growth is 
expected to go a long way in meeting 
the credit requirements of the economy. 
The branch expansion programme is 
stated to have been helpful in deposit 
mobilisation, specially in the rural 
areas, 

A committee has been set up by the 
Department of Banking to consider 
restructuring of the banking industry. 
It wiU also look into the question 
whether any rationalisation is needed 
in the branch expansion programme in 


the light of the experience of the last 
five years. The Reserve Bank has ask¬ 
ed the various Indian banks to open 
branches abroad also with a view to 
facilitating remittances by Indians, the 
scope for which is understood to be 
quite large, particularly in the oil-rich 
west Asian countries. 

Another committee has been set up 
by the Reserve Bank to suggest how 
transfers of accounts from one bank 
to another could be facilitated without 
introducing undue competition among 
them. The question of improving the 
operational efficiency of the banking 
industry has also been looked into 
recently by still another committee. 
This report is currently being exa¬ 
mined. 

* * 

The saleable steel output from the 
six integrated steelworks at Bhilai, 
Durgapur, Rourkela, Bokaro, Jamshed¬ 
pur and Burnpur is expected to go up 
from 5.778 million tonnes in the year 
just gone by to 6.515 million tonnes 
during the current financial year, 
7.790 million tonnes next >ear and 
8.490 million tonnes in 1978-79 — the 
terminal year of current five-year Plan. 
The public sector projects at Bhilai, 
Durgapur, Rourkela and Bokaro are 
anticipated to yield this year 4.425 
million tonnes — 887,000 tonnes more 
than last year — and the Jamshedpur 
and Burnpur works 2.09 million 
tonnes, as against about two million 
tonnes last year. The production from 
the former four units is expected to 
go up to 5.52 million tonnes next 
year and 6.22 million tonnes in 1978-79 
and that from the latter two to 2.27 
million tonnes in each of the next two 
years. 

The major contribution to the in¬ 
crease in the supply of saleable steel 
from the six integrated steelworks 
will be by Bokaro which is expected to 
yield 0.72 million tonnes this year, as 
against 0.25 million tonnes last year, 
and 1.80 million tonnes in 1977-78 and 
2.4 million tonnes in 1978-79. The 
output of the Durgapur project is 


expected to go up to 0.9 million 
tonnes by 1978-79 and that of Rour¬ 
kela to 1.15 million tonnes. Rourkela 
may be able to achieve this level of 
production even next year. The Burn¬ 
pur works are also anticipated to yield 
significantly higher outputs during the 
next two years — around 0.72 million 
tonnes, as against the target of 0.54 
million tonnes this year and the actual 
production of 0.5 million tonnes last 
year. No substantial improvement in 
production is expected at Bhilai and 
Jamshedpur as these plants are already 
stated to be running to nearly their full 
capacities. 

Taking into consideration the yield 
from the electric arc furnaces, the over¬ 
all availability of finished mild steel 
from indigenous sources is expected to 
be of the order of 9.86 million tonnes 
by the end of the current Plan period 
by which time these furnaces will be 
able to produce about 1.37 million 
tonnes of rolled products. 

The domestic demand for finished 
steel is expected to grow only to about 
7.65S million tonnes by J97S-79, Tnis 
estimate takes into consideration the 
past consumption pattern, the present 
market trends, the anticipated growth 
of the economy, financial constraints, 
etc. There is, thus, likely to be a surplus 
of about 2.2 million tonnes of finished 
steel by 1978-79 which can be exported 
to earn valuable exchange. The im¬ 
ports of steel are expected to be margi¬ 
nal, mainly on account of very special 
grades of steel which are either not 
economically produced in the country 
or for which we do not have sufficient 
technology at present. 

Although, the Steel Authority of 
India is planning its next two years* 
steel export programme on the above 
basis, it intends to keep a close watch 
on the domestic situation, both in 
regard to demand and production, so 
that suitable adjustments can be made 
in the allocations for export in the 
interest of keeping the supply position 
in the domestic market reasonably 
comfortable. 
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POINT OF VIEW 


Impressive expansion in 

K r Pur « northern states 


This is ths text of ihs address of Mr K. R. Puri, Governor 
Reserve Bank of India, at the annua) general meeting of the 
‘ Punjab, Haryana and Delhi Chamber of Commerce and 
industry held at New Delhi on May 14,1976. Mr Puri highlighted 
the progress made by this region in various fields and said 
that paucity of bank credit would not be allowed to come in 
the way of productive effort or growth of exports. 


The jurisdiction of your Chamber en¬ 
compasses an area in the country which 
is playing a pivotal role in the econo¬ 
mic advancement of our free India. The 
progress witnessed in this region—as 
has not been witnessed in other re¬ 
gions—owes a great deal to the height 
of enlightened entrepreneurship which 
has become an integral part of the cul¬ 
ture of the land and the society here. 
Each constituent part of the nation 
possesses some distinguishing character¬ 
istics and makes distinct contributions. 
Therein lies the strength of the Repub¬ 
lic. Unity in diversity, not only in 
social and culture life but also in eco¬ 
nomic life, is the hall-mark of this 
nation. It is for this reason that we 
need to realise the strength and poten¬ 
tiality of individual constituents so that 
an optimun use of natural, human and 
capital resources is made possible. 

tremendous progress 

The country has made tremendous 
progress both in terms of quantitative 
growth as well as in terms of structural 
changes. The output of foodgrains has 
now touched about 114 million tonnes, 
against 42 million tonnes in 1950-51 
and 89 million tonnes in 1964-65. 
There have been similar rapid increases 
in cash crops: from 29 lakh bales in 
1950-51 to 70 lakh bales in 1975-76 in 
raw cotton and from 52 lakh tonnes to 


90 lakh tonnes in oilseeds. We have 
built up capacity to produce 10 million 
tonnes in steel (against actual output of 
6 million tonnes) and of 20 million 
tonnes in cement (against 16 million 
tonnes output). During the past one 
decade, the average growth of exports 
works out to as much as 14 per cent. 

price stability 

All of these developments took place 
in a period of relative price stability 
except for some years of inflation. The 
high rate of inflation witnessed during 
1973-74 was due to a variety of factors 
largely out of the reach of human in¬ 
genuity. Even here, we have been able 
to quickly bring the situation under 
control and, in fact, our performance 
in inflation control is a world record. 

We have now built up a comfortable 
buffer stock of about 11 million tonnes 
of foodgrains (which is proposed to be 
increased to 15 million tonnes) and 
stocks of several key industrial in¬ 
puts like steel, non-ferrous metals, 
cement, coal and many others are satis¬ 
factory. The availability of key wage 
goods has also improved. Power, trans¬ 
port and other infrastructural facilities 
are in a much better position today. 

Many of the alleged hindrances to 
industrial investment, output and 
growth are being fast eliminated, cover¬ 


ing policies and procedures relating to 
industrial licensing, price and distribu¬ 
tion, capital issues, export and import 
trade, etc. There is going to be a subs¬ 
tantial step up of over 30 per cent in 
public investment. Above all, the 
latest budget has now opened up the 
vistas of private savings and invest¬ 
ment. As a result of the series of in¬ 
centives provided in the budget, the 
tax burden of the private corporate 
sector is estimated to be reduced by as 
much as Rs 100 crores. These con¬ 
cessions must go to create more of 
investment, output and employ¬ 
ment. 

This is an hour of challenge. The 
people of this area are well-known for 
their sturdy self-reliance, enterprise and 
hard work. These qualities have been 
as evident in times of prosperity as in 
adversity. The Punjabi spirit has al¬ 
ways risen to the occasion, whether in 
the country’s defence or in its economic 
development. 1 have no doubt in my 
mind that the response to the challenges 
of economic growth with stability will 
be so fruitful that the nation will stand 
to gain to an immense extent. 

impressive figures 

When I looked at some statistics on 
the states and territories your Chamber 
represents, I was quite frankly impres¬ 
sed. That the region is in the forefront 
of economic development is widely 
known, but the numbers are much 
more revealing than what is said in 
general terms. An outstanding charac¬ 
teristic of the states of Haryana and 
Punjab is that they are agriculturally 
well advanced. This is made possible, 
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let us grant, by a determined exploita¬ 
tion of the natural resources. 

Being in the plains of northern 
India, Punjab and Haryana have about 
gO per cent of their geographical area 
under cultivation, whereas the country’s 
average is just 46 per cent. Secondly, 
the gross area irrigated to gross crop¬ 
ped area formed 43.7 per cent in 
Haryana and 74.2 per cent in Punjab, 
while the all-India average was 22.7 per 
cent (1969-70 data). The land produc¬ 
tivity in these two states together is 
probably the highest in the country. 
The highest irrigation facility in the 
Punjab is not only due to well-develop¬ 
ed canal system in the state and the 
Bhakra Dam but also due to the tapping 
of underground water resources by 
Persian wheels, now replaced by diesel 
engines and electrical pumpsets. 

green revolution 

These modern equipments, along with 
tractors, agricultural implements and 
rural electrification employed con¬ 
currently with the application of high- 
yielding varieties of seeds and chemical 
fertilisers, have brought about a true 
green revolution and a vast trans¬ 
formation of the rural economy of this 
part of the country. The yield per 
hectare in total cereals was 2,063 kilo- - 
grams in Punjab and 1,34S kilograms 
in Haryana, whereas the average yield 
for the country stood at 924 kilograms 
(triennial average of 1970-71 to 1972- 
73). It was so even in raw cotton, 
Punjab and Haryana having generally 
the highest yield per hectare : 367 kgs 
and 317 kgs, respectively, as against the 
average of 129 kgs. 

More than the yield per hectare in 
farm products, it is the total output as 
well as the marketed surplus generated 
for feeding the rest of the population 
that is much more significant. Haryana 
and Punjab, which* have together 4.3 
per cent of the country’s population 
and 3.7 per cent of the geographical 
area, account for 30 per cent of wheat 
output. In rice, while their share in 
output is only about 4 per cent, over 


one-third of the government procure¬ 
ment is contributed by them; in wheat 
more than two-thirds of 'public procure¬ 
ment are contributed by them. 

According to the All-India Debt and 
Investment Survey of 1971-72, the rural 
households in this region have two to 
three times the assets of all-India 
households. The assets of the culti¬ 
vator households in Punjab (Rs 31,833 
per household) are more than four 
times the all-India average. 

In the matter of big industrial 
projects, some other states are far 
more advanced. Yet the area is known 
for a significant growth in the small- 
scale industrial sector. As a result, the 
average daily employment of factory 
workers per thousand total population 
in Haryana (9.4) and Punjab (8.8) is 
more than or broadly equal to the all- 
India average (9.3). 

Infrastructure is also fairly well- 
developed. Industrial consumption of 
electricity per capita at 86.4 kwh in 
Punjab and 53.8 kwh in Haryana 
compares well with the country’s average 
consumption of 55.4 kwh. Total road 
length per 100 sq km of area is again 
the highest in Punjab( 150.5 kilometres), 
compared with the average of 39.2 
kilometres for all-India; Haryana works 
out to 29.7 kilometres. 

As a result of the agricultural, indus¬ 
trial and infrastructural facilities, the 
state income per capita in Haryana 


(Rs 445.0 in 1970-71 at current prices) 
and Punjab (Rs 472.0) worked out to 
27 per cent and 34 per cent more than 
the all-India figure (Rs 351.8). In terms 
of net domestic product, their contri¬ 
bution at 7.1 per cent together far ex¬ 
ceeded their share in population (4.3 
per cent) and geographical area (3.7 
per cent). 

Though this region, consisting of 
Punjab, Haryana, Himachal Pradesh, 
Delhi and Chandigarh, has seen rela¬ 
tively better prosperity, it occurred with¬ 
out much of an unusual role played by 
financial intermediaries. It could be 
said as a general proposition that self- 
finance has played a relatively better 
role both in industry and agricultural of 
these areas than those elsewhere. But 
during the past few years, particularly 
after the nationalisation of 14 major 
banks, there has occurred a noticeable 
change in this respect and banks and 
financial institutions have increased 
their assistance rather sizeably. 

The share of bank offices in the 
region has improved; the share in 
deposits which was relatively high has 
increased further; and the share in 
credit which was disproportionately 
small (except in New Delhi offices of 
banks) has begun to improve although 
this is partly due to the sizeable increase 
in bank credit for financing public food 
procurement operations. The broad 
picture is as given in Table 1. In 


Table I 


Growth of Bank Offices, Deposits and Credit in Northern India 

* (Percentages to all-India) 


June 1969 December 1974 



Bank 

offices 

Depo¬ 

sits 

Cre¬ 

dit 

Bank 

offices 

Depo¬ 

sits 

Cre¬ 

dit 

Haryana 

2.0 

1.1 

0.7 

2.3 

1.5 

1.3 

Punjab 

4.2 

4.4 

1.6 

5.2 

4.6 

2.9 

Himachal Pradesh 

0.5 

0.3 

0.1 

1.0 

0.5 

0.2 

Chandigarh 

0.3 

0.8 

1.8 

0.3 

0.6 

1.4 

Delhi 

3.3 

9.6 

8.1 

3.0 

9.3 

6.4 
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terms of absolute numbers, the picture 
is as given in Table II. 

*K Based on another set of data on. 
3 bank offices alone which are available 
3 upto December 1975, Punjab has had 
j the largest increase in bank offices, viz. 
J 708, accounting for about 5.9 per cent 
> of the total increase in the country as 
a whole during 1969-75, Haryana 
accounted for 317 (2.6 per cent) and 
Himanchal Pradesh 157 (or 1.3 per 
cent). Delhi and Chandigarh also 
witnessed large increases in the number 
of*bank offices. 

More importantly, on the lines of the 
national policy regarding regional 
diversification in the opening of offi¬ 
ces, the distribution of these offices 
has decidedly moved in favour of rural 
and semi-urban areas. In Punjab, for 
instance, rural areas had accounted 
for about one-third of the bank bran¬ 
ches in June 1969; in December 1975, 
the corresponding proportion was 56.5 
per cent. Similar changes took place 
in Himachal Pradesh and Haryana. 

bank operations 

Equally impressive are the increases 
in the number of accounts and amounts 
of deposits and advances of the 
scheduled commercial banks in this 
region. The three states and two union 
territories of the region together had 
accounted foe 16.2 per cent of the total 
deposits of the scheduled commercial 
banks and 12.3 percent of the ad¬ 
vances. In December 1974, these 
together accounted for 12.2 per cent 
of the number of accounts and 16.4 
per cent under deposits and 4.9 percent 
of accounts and 11.3 per cent of 
amount under advances. Between June 
1969 and Decmber 1974, bank credit 
in these states and union territories 
increased from Rs 444 crores to Rs 915 
crores and deposits from Rs 756 crores 
toRs 1,910 crores. In Punjab, credit 
rose from Rs 58 crores to Rs 307 crores 
and deposits from Rs203 crores to 
Rs 537 crores, in Haryana from Rs 26 
crores to Rs 209 crores in credit and 


from Rs 53 crores to Rs 164 crores in 
deposits, and in Himachal Pradesh 
from Rs 3.8 crores to Rs 15 crores in 
aredit and from Rs 14 crores to Rs 64 
crores in deposits. 

These changes are better reflected 
in an improvement in the credit-deposit 
ratio for the states and territories 
together. In Punjab, the credit-deposit 
ratio was as low as 28.6 per cent in 
June 1969 but it rose to 44.5 per cent 
in December 1974. In Haryana, it in¬ 
creased from 49.2 per cent to 63.8 per 
cent. The relative decline in Delhi’s 
credit-deposit ratio is to be explained 
by the emergence of improved banking 
facilities in the neighbouring states of 
Punjab. Haryana and Himachal 
Pradesh. 

For a proper appreciation of the 
credit-deposit ratio, credit should be 
worked out on the basis of utilisation 
in the states or region concerned. 
That is not all; the amounts of invest¬ 
ments made by the scheduled commer¬ 
cial banks in the “other approved” 
securities in the respective states 
(state-level securites and securities and 
bonds of local and state-associated 


bodies) have also to be taken into 
account. 

The state-wise credit-deposit ratio 
(including investments) as at end- 
December 1974 worked out to 68.5 
per cent for Punjab and 145.2 per cent 
for Haryana; based on sanction, these 
ratios were lower at 56.0 per cent and 
88.0 per cent, respectively. A good 
part of these utilisations was from 
credit sanctioned from urban centres 
like Delhi and Chandigarh where 
credit plus investment to deposit ratio- 
declined on the basis of utilisation as 
compared to that on the basis of 
sanction. 

There is also an interesting pattern 
in the sectoral distribution of credit 
in these states of the region. For the 
country as a whole, in December 1974, 
agricultural and allied activities ac¬ 
counted for 10.2 per cent of the total 
credit; in Punjab, the corresponding 
proportion was 13.4 per cent. In fact, 
it is was higher at 19.4 per cent in 
December 1972. This decline in the 
proportionate share of ‘agriculture’ 
in Punjab was offset by an increase 
in that of ‘industry’ and within 


Table II 

Growth of Bank Offices, Deposits and Credit in Northern India 

(Rs crores) 


June 1969 December 1974 



No. of 

bank 

offices 

Deposits 

Credit 

No. of 

bank 

offices 

Deposits 

Credit 

Haryana 

171 

53 

26 

420 

172 

110 

Punjab 

345 

203 

58 

930 

537 

239 

Himachal Pradesh 

42 

14 

4 

176 

64 

15 

Chandigarh 

21 

36 

65 

52 

72 

113 

Delhi 

274 

449 

291 

540 

1,075 

524 
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Tablb m 

Outstandings Under the Differential Interest Rate Scheme 


State 

No. of accounts 

Amount outstanding as at 
December 1974 
(Rs. lakhs) 

Haryana 

7,866 

55.8 

Himachal Pradesh 

1,943 

11.0 

Punjab 

13,777 

99.0 

Delhi 

398 

3.4 


'industry* h that of small-scale 
industry. 

An outstanding aspect of sector- 
wise bank credit distribution in the 
region is that, in conformity with the 
importance of small-scale industry, its 
share in bank credit. is fairly high. In 
Punjab, for instance, the share of 
small-scale industry sector in total 
credit was as high as 24.7 per cent in 
December 1974, against 12.8 per cent 
for all-India; in Haryana also, it was 
high at 19.9 per cent. The dynamic 
growth of small-scale industries in this 
region is of tremendous and exemplary 
significance for the country as it is 
now well recognised that the network 
of decentralised small-scale industrial 
units in the rural and semi-urban 
areas is a key factor in our strategy 
on economic development. 

Secondly, the share of bank credit 
for trade in these regions is high, parti¬ 
cularly in Punjab, Himachal Pradesh 
and Delhi because of the high levels of 
food procurement operations and also 
because of the Food Corporation of 
India's centralised borrowing opera¬ 
tions in Delhi. 

priority sector* 

Besides credit to agriculture and 
small-scale industry, advances to other 
priority sectors also showed a substan¬ 
tial improvement; these are small road 
and water transport operators, retail 
trade, small business, professional and 
self-employed persons, etc. These to¬ 
gether got as much as Rs 32 crores as 
at the end of March 1975. Even the 
Differential Interest Rate Scheme has 
caught on in this region. The state- 
wise distribution of amounts outstand¬ 
ing under the DIR scheme is as given 
in Table III. 

The all-India term-financing institu¬ 
tions (IDBI, IFCl, ICICI, IRCI, LIC 
and TJTI) have also made a substantial 
contribution to the development of the 
region. In 1969-70, they had together 
sanctioned about Rs 5 crores and dis¬ 
bursed about Rs 4 crores; in 1974-75, 


sanctioned amount stood at Rs 38 
crores and disbursal at Rs 2L crores. 
Increases in the disbursements of the 
respective state financial corporations 
have also been very impressive. 

In sum, a sea-change has taken place 
in the role of financial institutions in 
this region. With the great potentia¬ 
lity that exists in agriculture, in indus¬ 
try and in infrastructural facilities, the 
region has a bright prospect and I am 
happy to note that the financial institu¬ 
tions have also geared themselves to 
this task of nation-building in this 
region. Economic development of this 
region has been achieved with consi¬ 
derable diffusion of economic power 
and through decentralisation as is evi¬ 
dent from the role of agriculture and 
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small industry. This subserves the 
socio-economic objectives. I have no 
doubt that banks and other financial 
institutions will assist this process of 
growth in this region to an even greater 
extent. In the field of credit policy, 
while the basic structure of credit dis¬ 
cipline will continue and at the same 
time, it is being ensured that paucity 
of credit does not hamper genuine pro¬ 
ductive effort and growth of exports. A 
ceiling on bank lending rates has been 
fixed to bring about greater economy 
and efficiency in the operations of the 
banking industry. To reiterate, the 
battle against inflation is a continuing 
one and it is in this context that a con¬ 
tinuous watch over the credit situation 
is one of the basic corner stones of our 
policy. 
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IOL technology takes us on to tomorrow. 

Many years ago IOL pioneered the 
manufacture of oxygen and other gases in 
India. The technology assofciated with their 
use has ushered in a revolution for many 
industries. 


As world technology developed, lOLkept 
pace. Advanced welding techniques such as 
submerged arc welding, TIG and MIG weld¬ 
ing and the necessary equipment, as also 
fully automatic welding machines. Sophisti¬ 
cated cutting machines such os the solid 
state control gas cutting machine and the 
radial arm shape cutting machine. Electrodes 
for welding thick armour plates and stainless 
steel tubiiior hardfacing electrodes for pro¬ 
longing the life of machinery in thermal 
power stations and other heavy engineering 
industii 's. Cases of extia high purity, with 
specific impurities reduced to caitifiod levels, 
now pi educed in the IOL Special Gases 
Cont e, for development and growth of 
oleuronic::., research and other specialised 
fields in the country. Complete pipeline sys¬ 
tems for tho distribution of gases. And then, 
entire gas plants and cryogenic equipment. 
All these and many more IOL has introduced 
into the country. 

In fields as diverse as steel-making and 
food preservation, metal joining and fertili¬ 
sers, electronics and anaesthesia, space 
rocketry and pollution control—IOL is work¬ 
ing today to develop the technologies 
needed for tomorrow. * 


IOL is technology 
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WINDOW ON THE WORLD 


Soaring profits create 

Jossleyn H*nnessy soaring investment 


CAPITAL REQUIREMENTS 

Among the explanations offered for 
the low average rate of economic 
growth in the UK. compared with 
many others in the post-war period, 
there is one which has had a remark¬ 
ably long run and wide following: the 
pattern of investment is held responsi¬ 
ble, and in particular the low level of 
industrial investment. 

More recent attention has been 
focused on the provision of finance 
for such investment, and the city, 
including the banking system, has been 
criticised as an insufficiently effective 
performer in this task. At the same 
time the government has considered 
it necessary to take an increasingly 
active role in the investment decision 
process and to become an important 
source of finance. 

This report analyses the factors which 

*The stock is measured gross; that is, each new 
asset entering the stock is assumed to retain its 
original value (at constant prices) throughout 
its normal life until at the end it drops out of 
the stock. An alternative assumption is that 
the asset loses each year a proportion of its 
value, related to its normal life, until it drops 
out of the stock at the end of it. This leads to 
a measure of the net capital stock. Over the 
period 1964-73, the growth in the net stock of 
capital in manufacturing was the same as 
that of the gross stock; in industrial 
production it was slightly smaller (3.6 per 
cent per annum, against 3.7 per cent for the 
gross stock); and in the economy os a whole 
rather larger (4.6 per cent per annum, against 
fonr per cent for the gross stock). 


lie behind the problem of.financing 
industrial investment and discusses the 
extent to which changes in current 
practices may or may not be called 
for. 

ft is as well to begin with 
the real dimensions of growth. 
Output and capital are measured at 
constant prices; Output is value added, 
or contribution to the gross domestic 
product. Capital* is the stock of 
reproducible physical assets estimated 
from information about past invest¬ 
ment in the various types of these assets 
and about their normal lives. 

capacity utilisation 

The constant annual rate changes 
between the terminal dates of each 
period, and these dates have been chosen 
to represent approximately equal degre¬ 
es of utilisation of capacity; 1974, when 
the economy had already entered the 
current recession, is omitted partly for 
this reason, although figures for it are 
available, but also because the major 
upsurge in that year of investment in 
North Sea Oil, from which no output 
was expected until later years, would 
have distorted the comparison of the 
growth of real output and capital stock 
for industrial production and the 
economy as a whole. 

Two main points emerge and are 
particularly relevant to the financing 
problem. 

The first is that in the rate of accu¬ 


mulation of real capital appears to 
have accelerated sharply. The accele¬ 
ration is most marked in terms of 
capital per employee. In 1943-62 
capital growth was required partly to 
equip the growing number of people 
employed; but in 1964-73 the numbers 
employed in manufacturing and indus¬ 
trial production fell rapidly and the 
economy as a whole remained static, 
while capital accumulation increased. 
Together with the increase in the rate 
of growth of capital per employee has 
gone, an increase in the rate of growth 
of output per employee, although 
the latter increase has been rather 
smaller. 

The second point is that, whereas in 
1948-62 the growth rate of output per 
employee and capital per employee 
were roughly similar, in 1964-73 the 
growth of capital per employee exceed¬ 
ed that of output per employee. The 
excess has been particularly marked for 
the economy as a whole; it is somewhat 
less so for manufacturing, although 
there has been a distinct change from a 
growing to a declining rate of output 
per unit of capital. 1964-73 has seen 
a rising capital-output ratio, which 
may otherwise be described as a falling 
productivity of capital. 

financing problem 

These two trends in the real dimen¬ 
sions of the economy's growth create a 
financing problem, if more is added 
to capital, as a proportion of the exist¬ 
ing stock, while each unit of the existing 


EASTBKN ECONOMIST 


1175 


MAY 28,1976 



stock yields less output, then the 
current flow of output becomes less 
adequate to maintain the investment 
for which real resources are required. 
But the ‘problem of financing lias 
other ingredients. One is the share of 
profits in the current value of output; 
another is the relation between the 
prices realised per unit, of output sold 
and the prices payable per unit of 
capital goods bought; and a third is the 
scale on which current expenditure on 
gross investment is required in order to 
achieve, after allowing for retirement of 
old existing assets, a given percentage 
increase in the operating stock of 
capital. 

Together the first two factors, 
with the real growth rate of the capital 
stock and the capital-output ratio, 
these determine the proportion which 
the current flow of profits will bear to 
investment spending. 

significant trends 

The figures regarding the UK 
machinery industry in the last decade 
suggest some significant trends which 
bear upon the financial problem: 

(1) The extent to which gross profits 
“cover” gross investment declined from 
2£ times in 1964 to 1.7 times in 1973, 
slumping to 1.0 times in the post-peak 
year of 1974. This is the result of the 
other trends below; 

(2) There was a significant decline 
in the share of profits in value-added, 
and a corresponding increase in the 
share of employment income; 

(3) The prices of capital goods rose 
relatively to the (value-added) prices 
of output, and the trend accelerated 
rapidly at the end of the 
period; 

(4) A declining proportion of gross 
investment went to increasing the stock 
of capital, presumably reflecting an 
increasing incidence of replacement of 
some of the shorter-lived assets result¬ 


ing from high levels of investment at 
the beginning of the period; 

(5) The output-capital ratio fell 
and would probably have fallen more 
but the fact that; 

(6) The growth rate of the capital 
stock began to dwindle, although, 
its annual rate was higher than in the 
earlier post-war period. This dwindl¬ 
ing was no dobut in response to the 
declining profitability of capital and 
the financing problems reflected in 
the trend but it also helped somewhat 
to alleviate those problems. 

The trends traced so far point to 
problems in financing investment in 
manufacturing. But the problems 
arise because success in raising the 
rate of accumulation of real capital 
per employee has gone with failure to 
achieve a corresponding rise in output 
or profits. The increased rate of accu¬ 
mulation (outside as well as inside 
manufacturing) may itself have contri¬ 
buted to drive up the relative prices 
of the capital goods supplied to manu¬ 
facturing. 

It is difficult to see in all this any 
evidence that the financial system has 
been providing inadequate support for 
manufacturing investment; but the 
current flow of profits has, and this 
suggests that investment has become 
increasingly dependent upon finance 
from outside the investing firm. 

sources of funds 

Data on the sources and uses of 
funds in manufacturing from the 
Department of Industry's survey of 
the published accounts of companies 
listed on the stock exchange and 
those not listed, does not reveal any 
tendency for a decreasing proportion 
of the funds required to be provided 
by undistributed profits. But these 
figures are not compiled on the same 
basis as those from the social accounts 
in particular, the published company’s 
accounts do not separate out the ele¬ 


ment of stock' appreciation in undistri¬ 
buted profits, which has grown pro¬ 
portionately, and show changes in the 
book value of assets rather than 
current investment expenditure. 

II 

USE OF CAPITAL 

Some important changes have taken 
place in the structure of capital 
funds over the last decade. 

One feature is the increasing impor¬ 
tance of overseas especially as a source 
of funds but also as a receiver of them 
— mainly in the form of investment by 
overseas companies in the UK subsidi¬ 
aries and by the UK companies in 
subsidiaries abroad. 

On balance reliance on internal 
finance from undistributed profits has 
declined, seen in relation both to fixed 
capital formation and to all sources 
of funds. The better to portray the 
actual cash flows, undistributed profits 
arc shown excluding stock apprecia¬ 
tion. From being more than enough 
to cover fixed capital formation in the 
first part of the period, they fell below 
it in the second. Capital transfers 
increased for a while reflecting the 
increased importance of investment 
grants, then fell away as these were 
replaced by other forms of incentive to 
investment. 

Capita] market sources shrunk over 
the period as a whole, but there was a 
significant revival of its importance in 
1975 which seems likely to continue 
this year. 

Other loans and mortgages, a mixed 
bag which includes instalment credit 
and lending by the public sector as 
well as by financial institutions, has 
tended to be of lesser importance. 

The bank borrowing grew con¬ 
siderably in the last few years, but 
the impression given by these 
may be misleading for several 
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reasons. Between 1971 and 1973 the 
increase in bank borrowing was accom¬ 
panied by a rapid build-up of bank 
deposits held by industrial and com¬ 
mercial companies. At times during 
1972 and 1973 interest arbitrage ope¬ 
rations may ■ have accounted for a 
significant element of this, although 
the effects tended to disappear when 
distortions in the interest rate pattern 
which caused them were eliminated. 
In 1974 the increase in bank borrowing 
would be smaller if it were possible to 
identify and exclude that part of it 
corresponding to the stock apprecia¬ 
tion which has been excluded from 
total sources and uses of funds. 

Furthermore, J975 has seen a falling 
off in the growth of bank borrow¬ 
ing which reflects partly the funding of 
advances by the spate of capital issues 
— a policy which emerged from the 
desire of businesses to reduce the risks 
of overdependence on short-term funds 
rather than from pressure from the 
banks — but also the improvement in 
the situation due to the deferment of 
corporation tax liability on profits 
arising out of increased stock values 
and by the minor relaxations of the 
price code. 

lack of finance 

The picture which emerges supports 
much less clearly the propositions that 
investment in industry is hampered by 
lack of finance than the proposition 
that an historically high rate of capi¬ 
tal accumulation has been accomp¬ 
lished in the face of considerable 
changes in the flow of finance from 
traditional channels, particularly self- 
finance. It is true, however, that this 
has led to some strains in the financial 
system which may have contributed to 
some falling away in recent years of 
the rate of capital accumulation itself. 
If the latter is to be sustained, the 
question arises whether it does not 
call for the financial system to be 
adapted in ways which will enable it 
to cope more permanently and effec- 

eastern economist 


lively with the developing demands 
upon it. 

Ill 

ROLE OF BANKS 

A suggestion which is currently in 
vogue—partly on the basis of compari¬ 
sons with other countries—is that a 
more important role in the provision of 
funds should be played by long-term 
debt finance. 

This would require some change in 
attitudes towards “gearing” both by 
companies raising funds and by institu¬ 
tions and others supplying them. 

Gearing has in fact tended to 
increase since the early sixties; the De¬ 
partment of Industry’s survey of listed 
companies in manufacturing shows 
long-term loans as a percentage of 
shareholders’ interest rising from under 
15 per cent at that time to over 30 per 
cent in recent years. One important 
reason for this was the change from 
the earlier system of company taxation 
to. Corporation Tax in 1965, since 
under the latter the cost to the com¬ 
pany of a given dividend, in terms of 
reduced retentions, was effectively 
increased, whereas the cost of loan fin¬ 
ance was unchanged and its relative 
attraction thereby enhanced. 

This trend may also reflect the failure 
of interest rates to adapt fully to the 
rate of inflation and the advantage in 
an inflationary situation of being able 
to treat debt' interest as an expense 
for tax purposes. There was a time 
when it was argued that increased 
gearing would enable the equity to 
benefit disproportionately from a rising 
trend of profits, so that the cost of 
equity finance would be less. The 
argument turned a blind eye to the 
converse effect of a failing trend, and 
has passed out of favour. 

To the conext of the trends outlined 
above, it is difficult to see much ad¬ 
vantage for the cost or availability of 
finance of pushing much higher. Even 
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if the suppliers of capital as a whole 
could expect a constant rate of return 
for distribution among them, the 
increased risk to equity holders would 
tend to raise the cost of equity finance; 
and the tendency would be marked 
and rapid when a number of factors 
are combined, to drive down the rate 
of return to capital as a whole. 

This must also condition the attitude 
of the banks towards suggestions that 
they should advance their role in the 
provision of longer-term loans for 
industry. They have, in fact over the 
years become increasingly sensitive to 
the specific capital needs of industry, 
and medium-term lending for periods 
of up to ten years has increased subs¬ 
tantially. Special facilities for. term 
loans have been developed, and lending 
under sterling facilities made available 
by Midland Bank, in one form or 
another, over a term of years now 
accounts for about one-third of the 
bank’s total advances. 

banking prudence 

Banking prudence, however, natu¬ 
rally limits the extent to which term 
lending can be increased. 

Another alternative would be for 
banks to attempt to recruit deposits at 
long-term so as more nearly to match 
the term of lending commitments. How¬ 
ever, this has not been feasible during a 
time of rapid inflation. With short¬ 
term interest rates rising to historically 
high levels, the terms on which banks 
might have been able to attract longer- 
term deposits would have effectively 
barred their use for lending out to 
industry at a rate on which companies 
could have hoped to make profitable 
investment. 

Traditionally banks have provided 
funds for working capital, and in so 
doing have released the internal funds 
of companies for fixed capital invest-. 
ment purposes. Nevertheless, much 
overdraft borrowing is "hard-core** 
borrowing, and in practice the faci¬ 
lity—taking the form of a sanctioned 
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limit renewed at regular intervals— 
continues to be used for a lengthy 
period of time as well as for the pur¬ 
chase of fixed assets. 

But at the end of the day banks must 
be particularly concerned with their 
liquidity, since the bulk of their depo¬ 
sits remain repayable on demand or at 
short notice. To maintain their ability 
to discharge this obligation unquestion¬ 
ed it might be necessary, if they were 
to extend their commitment to longer- 
term lending to industry, to raise the 
proportion of their deposits held in 
short-term assets, such as treasury 
bills or other mainly public sector debt, 
so that their overall capacity to lend to 
industry for alt purposes, working 
capital as well as fixed, might well be 
impaired, 

special facilities 

Apart from lending per se, the 
British clearing banks have expanded 
the provision of special facilities for 
corporate customers. In some cases 
these services are being drawn together 
into a centralised organisation as in 
Midland Bank’s Corporate Finance 
Division. Merchant banking facilities 
have been expanded also. Midland 
Bank has purchased two existing mer¬ 
chant banks, Samuel Montagu and 
Drayton, in recent years, whilst some 
other clearing banks have developed 
merchant bank facilities within the 
existing organisations. Samuel Mon¬ 
tagu provides a broad finance advisory 
service, including sponsorship of issues 
of long-term capital, and advice on 
mergers and reconstructions. Midland 
Montagu Industrial Finance provides 
development capital and invests in the 
equity of private companies with the 
intention of assisting their growth to 
public floatation, merger or acquisition 
within a period of, say, five years. The 
scope of other corporate services 
extends from instalment finance, 
factoring and leasing to insurance, 
shipping finance, export credits and 
foreign currency financing. 

Furthermore, the London and Scot¬ 


tish clearing banks and the Bank of 
England are the shareholders in Finance 
for Industry (FFI) which acts as a hold¬ 
ing company for Finance Corporation 
for Industry (FCI) and Industrial and 
Commercial Finance Corporation 
(ICFC). FCI provides both short and 
long-term finance which cannot nor¬ 
mally be raised elsewhere, and ICFC 
provides finance for small and medium¬ 
sized companies, in the form of equity 
capital, loans repayable over ten to 
twenty years, or both. In the last 
accounting year the total commitment 
by ICFC, FCI and their specialised 
subsidiaries to industry totalled 
£248m, equivalent to about a quarter 
of all new issues made during 1975 by 
manufacturing industry. The equity 
base of FFI has been extended recently 
by £75m and various city institu¬ 
tion have agreed to make provision 
for it to, borrow up to a total 
of £l,000m, “to be made available 
only on a commercially justifiable 
basis to any company operating in the 
UK, for the purpose of productive 
investment in fixed assets in the UK 
and supporting working capital and 
for investment in the development of 
exports’’. The funding of existing 
bank facilities is not excluded “where 
it is desirable to improve the financial 
structure of the company as a whole’’. 

IV 

A BAD SUGGESTION 

These developments seek to provide 
a business intending to embark on an 
investment programme with a wider 
variety of choice in financing rather 
than any softer options. Some recent 
proposals, however, have appeared to 
veer in the latter direction. It has been 
suggested that banks might make 
medium-term loans to industry at cheap 
rates on the basis of a government 
guarantee; or that such loans might 
be made rediscountable. An “equity 
bank," with funds of some £500m, 
has been discussed by leadiog city in¬ 
vestment institutions in conjunction 


with the Bank of England. The equity 
bank would invest funds in industry 
for at least three to five years, and in¬ 
stead of looking for a return on invest¬ 
ments which are fully competitive with 
that of other competing investments, 
for example, fixed interest securities or 
property, would invest in industry at 
initially something less than a “full” 
return. The suggestion has been made 
'that these funds might be subscribed 
on the basis of one-third each by the 
insurance companies and the pension 
funds, and the remainder by investment 
and unit trusts and by Finance for 
Industry (FFI), which represents the 
banking sector. 

rigrous criteria 

While anything which improves the 
variety of the provision for the 
financial needs of industry is to the 
good, proposals such as these seem 
rooted in the assumption that the cri¬ 
teria by which those needs are tested, 
by the banks and by the stock market, 
are too rigorous. It is far from obvious 
that this is so. In the last decade, the 
rate of accumulation of capital per 
head has been lifted, but the rates of 
increase of productivity and profits 
have not been lifted in proportion. 

For the next decade, at least, the na¬ 
tional interest surely requires not 
merely that the quantum of investment 
should be sustained but that its effec¬ 
tiveness in adding to national income 
should be increased. Indeed, our re¬ 
cent experience suggests that the latter 
aim might well command priority. Its 
achievement is not likely to be assisted 
by softening the criteria which invest¬ 
ment projects must satisfy. 

The need for higher returns from 
UK investment, is supported by inter¬ 
national comparisons. These are often 
concentrated on gross investment as 
a proportion of gross domestic pro¬ 
duct, and on this measure the UK. 
occupies a low position relative to all 
major competitors except the United 
States, in which even so gross invest- 
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ment per head is about twice the UK 
level. 

The figures are set out in table below. 
The table also shows (in column 2) 
the ratio for each country of the in¬ 
crease in GDP between 1964 and 1973 
to gross fixed capital formation in that 
period. Both GDP and capital forma¬ 
tion are measured in national curren¬ 
cies at constant (1970) prices. 

Column (2) crudely approximates 
the extent to which the resources put 
to gross investment yielded returns to 
the participants in the gross domestic 
product collectively. The UK, it ap¬ 
pears, had not only the lowest-but-one 
ratio of investment to GDP, but the 
lowest increment to GDP for the gross 
investment carried out. (The low figure 
in West Germany is surprising.) 


“PROFITS” NO LONGER A 
"DIRTY WORD” 

A welcome recognition of this prob¬ 
lem is the recent government White 
Paper entitled An Approach to Indus¬ 
trial Strategy (Cmnd. 6315), which 
recognises that industrial investment 
in the past has been too low and 
poorly chosen, and that an inefficient 
use of capital has resulted in a relati¬ 
vely poor return on new investment. 
Emphasis is placed on the importance 
of sustaining a “vigorous, alert, res¬ 
ponsible and profitable" private sector 
of industry, and there is concern that 
industrial profitability has been falling. 
Reference is made to imperfections in 
the medium and long-term sections 
of the capital market; and although 
the government foresees the National 
Enterprise Board and FFI providing 
an important role, it states that the 
market should also be able to meet the 
needs of industry. 

Some parts of the government’s new 
initiative towards industry are already 
in operation. In November, 1975, the 
Industry Act created the National 
Enterprise Board and instituted Plan¬ 
ning Agreements. Palnning Agreements 


between the government and major 
companies in some thirty key sectors of 
manufacturing industry are aimed prin¬ 
cipally at encouraging harmony with 
national policy but also to highlight 
areas of financial need and to increase 
“industrial democracy”. Although not 
a contract as such, once a plan has 
been completed any official financial 
assistance agreed would be maintained 
in the future. If it became apparent 
that financial aid would be necessary 
for the company to comply with the 
plan, and it could not be supplied 
through existing channels of official 
investment incentives, then discretion¬ 
ary finance in the form of loans or 
grants would be made available thro¬ 
ugh the 1972 Industry Act. The source 
of finance, however, might be of little 
real significance to large corporations 
with which the government would 
wish to enter into agreements. 

The National Enterprise Board 
(NEB) will not play any role In the 
new planning system, unless it is in¬ 
volved in providing finance by way of 
loan or equity capital. NEB’s role is 
envisaged as a promoter of increased 
industrial investment, expansion and 
efficiency. It is a state holding com¬ 
pany, and is under an obligation to 


secure an adequate irate .of return on 
capital employed overall, though the 
government may lay down different 
criteria for different assets and activi¬ 
ties. Free negotiations can acquire 
shareholdings in profitable sectors of 
industry. The board has access to 
some £iQOm, and Parliament may 
increase this to £1,000m. NEB can 
exercise the full range of selective 
financial assistance available under 
the 1972 Industry Act. However, the 
provision of finance through equity, 
participation is not seen as the major 
role which NEB will play; and its 
power in this respect has been limi¬ 
ted. 

It would be rash to prejudice the 
performance of these instruments of 
the government’s “industrial strategy”, 
but the test will be not so much the 
scale on which they redirect resources 
into particular areas of the economy 
as the returns they get out of them in 
increased output, per unit of labour and 
capital, of goods which people want to 
buy . It goes without saying that the 
private sector is subject to the same 
test; and the proper function of the 
variegated financial institutions which 
populate “the City" is not simply to 
“meet the needs of industry”, but to 


Ratio of Increase In GDP to Gross Fixed Capital Formation : 1964-73 



Gross fixed 
capital 
formation 
as % of GDP 

Increase in 

GDP between 

1964 and 1973 
as % of gross 
fixed capital 
formation 


(1) 

(2) 

Canada 

21.8 

24.1 

USA 

17.2 

24.1 

West Germany 

25.9 

17.2 

Italy 

20.6 

23.1 

Japan 

33.5 

27.8 

France 

23.8 

23.0 

UK 

18.0 

14.7 


Note : Data in national currencies at constant 1970 prices, in percentage. 
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question, evaluate, order, and possibly 
reject the needs which industry canvas* 
ses by the test of the returns that 
meeting them may yield. 

It would be surprising if the system 
lacked imperfections. Some are the 
results of government policy, such as 
the doubling of Stamp Duty in 1974, 
and the exemption from capital gains 
tax of gilt-edged securities held for one 
year or more, whereas no such privilege 
is accorded to holders of industrial 
fixed-interest securities. This discrimina¬ 
tion reveals the government’s concern 
to ensure that its own financial require¬ 
ments are met. In this connection a 
NEDO paper has suggested that, in the 
interest of the supply of long-term 
finance for industry, the government 
might restrict itself in the extent to 
which it issues stock for maturities 
longer than eight years; but a shorten¬ 
ing of the life of the national debt 
would not promote effective monetary 
management. The problem lies in the 
scale of the borrowing requirement 
itself. Another way in which govern¬ 
ment policy affects the flow of finance 
to industry lies through the imperfec¬ 
tions of the housing market. The 
stranglehold of rent and planning of 
controls which discourage full utilisa¬ 
tion of the existing stock of houses 
inflates the demand for new ones and 
the flow of savings into financing 
them. 

short-term view 

It is often said that the capital 
market works imperfectly in that it 
takes too short-term a view of the 
profitability prospects of firms seeking 
new finance. This is usually asserted 
with more energy than evidence, but 
in any case the timing of the future 
cash flows from a project cannot be 
regarded as irrelevant to its value. (One 
sometimes suspects it may be a case of: 
“my project has long-term benefits; 
your project is pie-in-the-sky”.) 

A sounder criticism, perhaps, is that 
the changeable moods of the stock 
market cause fluctuations in share 


prices which are wider than changes in 
the objective underlying circumstances 
may warrant, and that a steady 
flow of long-term finance through 
new issues is thereby inhibited. - Here 
the banks play a shock-absorbing role, 
as they did once again id . 1974, carry¬ 
ing firms over until the time is ripe 
to rebalance their capital structure. 
Nevertheless, it is here that the Equity 
Bank or such like institutions may be 
able to make an additional contribu¬ 
tion, it shouid be made to reduce short 
run fluctuations in the flow of long¬ 
term finance rather than to soften in 
the long run the average terms on 
which it can be obtained. 

not absolute 

Investment in physical assets is not 
an absolute good. Except in conditions 
of substantial unemployment like the 
present, which we must not expect to 
be typical of the longer term, invest¬ 
ment (like public expenditure on goods 
and services) claims real resources 
which could be used for current con¬ 
sumption. 

Note that the recent White Paper on 
Public Expenditure to 1979-80 calculates 
that, even on the assumption that the 
growth of public expenditure is severely 
restricted, the room left for growth 
of privately-financed consumption will 
be small; and this is not simply due to 
the need to divert resources into 
rectifying the balance of payments, but 


also to the scale of investment which is 
called for by present norms of capital 
input required to produce a unit of 
output. 

potential providers 

The question whether the returns 
from the postponement of consumption 
are up to some minimum standard is 
one which the potential providers of 
funds, when they ask it in their own 
-interest, are also asking as proxies for 
the wider interest. Two hundred years 
after the publication of Adam Smith's 
The Wealth of Nations it has to be 
recognised that there arc cases in which 
the prospective profitability of an in¬ 
vestment understates the social benefits 
obtainable from it; and if governments 
have the skills to identify such dis¬ 
crepancies they can act to correct 'them 
where they occur in particular cases. 

But a general relaxation of the 
normal tests is unlikely to make for the 
more efficient selection required to 
improve the returns on the resources 
committed to investment. The time may 
have come to assert the priority of this 
objective, and the positive part which 
our financial institutions play in it. 

Sources and acknowledgments : 

The foregoing is summarised from 
the latest issue of the Midland Bank 
Review (Poultry, Londno EC 2 P:2BX) 
but the bank is responsible neither for 
the wording of my summary nor for 
my interspersed comments. 
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Johnston Pumps 
serves the farmer, 
serves the nation 


Tlw MacneW B Magor Group, 

•backed by their long-standing 
technological association with the 
internationally famous 
Johnston Pump Company of the Li.S.A, 
provides vital inputs like Johnston 
pumps to strengthen the nation's 
agricuftural,industrial and urban planning, 
More.The M&M Group has given a new 
dimension to the nation's technological 
capability. The Group exported over 
70% of their total production of purrps 
and quality castings last year, 
including components to Johnston 
Pump Company, U.S.A. 

Pumps apart, M&M today means a vas. 
range of products serving the nation's 
development plans and priority needs. 

JohiMton Pumps India Ltd-, 

2, Fairlie Place, Calcutta-700001 

Johnston pumps 
and castings 
from Macneill Sr 
Magor have 
earned so far, 
foreign exchange 
worth over 
Ra. 80 million 
for the country. 
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Developing water resources 


Second India Studies—Water: M.C. Chaturvedi; The Macmillan Company of 
India Limited: Pp 94,Price Rs 8. 

Workers’ Education in India and Abroad: The Employers’ Federation of India, 
Bombay; Pp 95; Price Rs 7. 

Employment, Growth and Basic Needs: A One-World Problem: International 
Labour Office. Geneva; Pp 177; Price 20 Swiss francs. 

Regional Imbalances in Maharashtra: Maharashtra Economic Development 
Council, Bombay; Pp 43-f-xxxii; Price Rs 15. 

Jakarta—Urban Development and Employment: S.V. Scthuraman; International 
Labour Office, Geneva, Pp 154; Price 22.50 Swiss francs. 

Business, Economics and Planning: Edited by P.K. Ghosh; V.S. Minocha, 
D.B. Gupta; Kalyani Publishers, Delhi; Pp 322; Price Rs 45. 


The dynamics of India's population 
growth would mean that the number 
of people is India will almost 
certainly double within the next 
thirty to forty years, however 
vigorously and efficiently the family 
planning programme is pursued in the 
country. Such a super-exponential 
growth of India’s population will mean 
that by about the year 2000 “a second 
India will be added to that which now 
•exists”. This would pose a challenge 
for the Indian nation, namely how to 
secure “meaningful and productive 
lives for more than hundred crores of 
people”. 

Second India Studies — Water ex¬ 
amine the dimension of this challen¬ 
ge and makes an attempt to identify 
alternative courses of action open for 
the country. The series includes sec¬ 
toral studies of the nation. This book 
by M.C. Chaturvedi, one of the 
second India studies, aims at analy¬ 
sing and quantifying in the context of 
a super exponential growth of her popu¬ 
lation, the supply potential of water 
in relation to the anticipated demand 
for it and has shown that revolutionary 
steps will have to be taken to prevent 


a serious crisis on the water front. 
Since water is such a vital ingredient 
for the all round progress of India, it 
would be instructive to know what the 
author has to say on this vital question. 

F.xcepling air, nothing is more vital 
for plant, animal and human life than 
water. The uses of water in a 
human life are varied. It is essential 
for myriads of activities in which man 
is getting increasingly involved. Agri¬ 
culture requires vast amount of water. 
Irrigation for example, takes 500 kg of 
water, to produce one kilogram of wheat. 
The industrial thirst is equally acute. 
For example, each kilogram of steel 
and synthetic fibre require as much as 
250 kg and 20,000 kg of water respec¬ 
tively, Again water is an important 
source of energy and provides impor¬ 
tant means of inland transportation. 
Water is essential not only for the 
sustenance of human life and activities 
but for quality of life as well. 

Man has realised the importance of 
water from the dawn of history. Civiliza¬ 
tions grew around water, flowered and 
withered depending on people’s capa¬ 
city to use water resources intelligently. 

Since second India will be added to 


the existing one within thirty to forty 
years, the problem of water resource 
for India’s future appears very for¬ 
midable. There is an urgent need for 
rapid economic growth, and for 
increase in food and energy production 
in view of the present low levels of 
their availability and increasing de¬ 
mands of an exploding population. 

Water is the most crucial resource 
that must be developed to meet 
these demands. And yet. with 
about 50 per cent of the available 
water resource already committed 
by 1973-74, it has been possible 
to support irrigated agriculture only 
on about 26 per cent of the land and 
barely provide tolerable drinking water 
facilities to about 10 per cent of the 
population. “Diversion and damming 
of rivers have rendered long stretches 
of natural flowing river-stretches water¬ 
less, denying even normal water avail¬ 
ability to population centres 
which had grown around them and 
waterlogging large areas elsewhere”. 

wider dimensions 

The author has emphasised that to 
banish poverty, water resource will 
have to be developed at a faster pace 
to meet the challenges of the second 
India and if India is not to get caught 
“in the historic trap of depletion of 
water rsesources, pollution and environ- 
mantal degradation consequent upon 
increasing water use, urbanisation, 
industrialisation and modernisation of 
agriculture through insensitivity to the 
wider dimensions of the problem.” 

The issues involved are: What is the 
position regarding availability of water? - 
What will be the magnitude of water 
demand in future? How can the 
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demands be met? What will be the 
management problems? And what 
policies and programmes should be 
undertaken to resolve these problems? 
According to the author, India is 
well endowed with water resources 
(average precipitation being 119cm as 
compared to the world average of 
99cm). But there are spatial and 
tcmperal variations in most parts of the 
country which can easily be 30 per cent 
above or below the mean. There are 
even greater monthly variations. 

* present commitments 

The development of water resource 
is important in any society, but more 
so in India in view of arid monsoon 
climate and predominantly agrarian 
economy. With the present commit¬ 
ment o- r 50 per cent of the utilisable 
water resource currently estimated at 
92.70 mhm, it has been possible to 
provide irrigational facilities to only 
about 26 per cent of the sown land, 
water supply at the barest level to 
about 5 per cent of the villages and 
water supply with water-borne sanita¬ 
tion to only about 30 per cent of urban 
population. 

• Future developments will make very 
heavy demands on India's capabilities 
and water resource. With the present 
trend of development, the utilisable 
water resource would have been com¬ 
pletely withdrawn as early as 1990, 
creating serious scarcity leading to un¬ 
imaginable difficulties. Free flowing 
rivers will become unknown. The 
return flows seriously polluted by 
domestic use, industry and agriculture 
would have increased several times pro¬ 
ducing a stinking and degraded environ¬ 
ment which would be a serious health 
hazard. Even then, only about 70 per 
cent of the villages in India will have 
been served with organised water supply 
and only about 50 per cent of urban 
population can be supplied with water¬ 
borne sanitation. 

Agriculture will continue to remain 
the primary user accounting for 
about 89 per cent of water-use. 


but only about 50 per cent of the sown 
area would be marginally irrigated 
even with complete utilisation of 
India's total water potential. Besides 
the strain on water resource, the strain 
on organisation and needed financial 
commitment would be gigantic. All 
this means that the serious predica¬ 
ment that awaits us can be avoided 
only if “there is revolution in our con¬ 
cepts, organisation and capability, and 
immediate action is taken to meet the 
critical situation ahead.” 

According to the author, water must 
be treated as a national resource. Water 
resource development must be looked 
into in its totality, instead of “the pre¬ 
sent fractured single-discipline bureau¬ 
cratic approach.” Suitable legislation 
must be enacted for the purpose. A 
unified organisation has to be deve¬ 
loped at the centre and in the states for 
the totality of development, manage¬ 
ment and utilisation. According to the 
author, development must be planned 
in terms of viable planning regions 
such as river basins which should be 
linked to a national plan over space 
and time. 

organic link 

The water resource planning must 
be organically linked with the total 
socio-economic planning. Compre¬ 
hensive long-range water plans using 
the systems approach aided by com¬ 
puter-aided mathematical models should 
be mandatory. Individual projects 
should be identified in capacity, scope 
and timing and should be duly meshed 
and orchestrated with regional 
plans. Detailed design and construc¬ 
tion plans should be developed far 
ahead of time. According to the author, 
the present technological and managerial 
capabilities are thoroughly inadequate 
for the task. Capabilities must be 
updated in ail facets of engineering-- 
planning, design, construction, manage¬ 
ment, research and education. Planning 
has to be both macro-comprehensive 
planning utilising the latest computer- 
oriented systems approach and micro- 


comprehensive planning up to unit farm 
and individual level. 

Emphasis must be laid on conserva¬ 
tion of available stock of water and 
new ways must be developed for 
augmentation of water resource. Even 
more urgent than development is. 
management and utilisation. “The old 
and continuing bureaucratic-colonial 
concept of maintenance has to be 
replaced by management of water and 
related land resources for optimal 
economic and social welfare and 
environmental preservation and impro¬ 
vement.” Utilisation of water by 
individuals has a key role to play. 
Through proper education and ex¬ 
tension service and non-format 
education, agriculturists must be taught 
to use water more effectively and pro¬ 
ductively than at present. 

One hardly realises the terrifying 
dimensions of the water problem before 
India until one reads this excellent 
book by M.C. Chaturvedi. Unless 
something drastic is done on lines 
suggested by the author, a major catas¬ 
trophe is bound to overtake India by 
the beginning of the next century. It is 
hoped that this book would motivate 
India’s policy and decision-makers to¬ 
ad now to meet the challenge which 
awaits us by the turn of the present 
century. 

WORKER EDUCATION 

The monograph Workers' Education 
in India and Abroad , makes an attempt 
to trace the history and development 
of workers* education under the govern¬ 
ment-sponsored scheme in India, to 
note its salient features and to assess 
its impact in relation to its underlying 
objectives. The value of education as 
an instrument to secure the intellectual 
and moral development of individuals 
has been stressed by all. This emphasis 
on education has stemmed from the 
realisation that education by promoting 
right intellectual attitudes in individuals 
would help to cure social ills and 
establish social order based on coope- 
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ration, harmony, social justice and 
peace. 

The rapid progress in technology 
during the 19th century has only en¬ 
hanced the importance of education 
because of increased demand for a 
variety of skills and expertise neces¬ 
sitated by industrialisation. This em¬ 
phasis on education has been further 
strengthened by widespread influence 
and acceptance of the ideals of demo¬ 
cracy. 

Ideal instrument 

Naturally with the spread of modern 
industrialisation the education of the 
working class has assumed consider¬ 
able importance in India in view of 
their rural background and cultural 
backwardness. Education is considered 
an ideal instrument to equip the wor¬ 
kers with the requisite skills and know¬ 
ledge to work on the highly complex 
and sophisticated machines and to 
imbibe the values of and discipline of 
the new industrial culture. Naturally 
this growing awareness about the value 
of education has created considerable 
demand for further education among 
the working classes everywhere. Initi¬ 
ally this demand received different 
responses in different countries. The 
first attempts in most of the countries 
did not fully meet requirements of 
workers and trade unions. Gradually 
therefore improvement is being brought 
about in the sphere of workers’ edu¬ 
cation. 

The movement of workers’ education 
in the UK was placed on a lasting foot¬ 
ing with the establishment of the Wor¬ 
kers’ Educational Association (WEA) 
in 1901 which devised and organised 
special courses for workers and also 
brought in university and other edu¬ 
cational institutions in the conduct of 
workers’ education. The valuable work 
rendered by this association led to 
the constitution of similar associa¬ 
tions on the continent during the inter¬ 
war period. 

The formation of these associations 
and the active interest taken by 


the International Federation of Trade 
Unions helped to define more sharply 
the scope and role of workers’ 
education. But workers’ education 
acquired the character of world move¬ 
ment only after the second world war 
thanks to the establishment of the 
International Federation of Workers* 
Education Association in 1947 and the 
active support of the ILO. At present, 
the promotion of workers’ education 
has become an essential plank in an 
effort designed to promote orderly and 
peaceful industrial relations and in 
promoting a sense of partnership bet¬ 
ween industry and labour. 

Recognising its importance, the 
government of India has also intro¬ 
duced the programme of workers’ 
education since 1958 in cooperation 
with the organisations of employers 
and workers. As regards workers’ edu¬ 
cation in India, the monograph has 
made some very valuable suggestions. 
There is the suggestion that in view of 
the goals of removal of poverty and 
realisation of self-reliance, the pace of 
training of workers under the present 
scheme should be accelerated. 

great need 

As the fifth Plan places heavy empha¬ 
sis on promotion of labour-intensive 
techniques to increase employment, 
there is all the greater need for promo¬ 
ting workers’ education in India. This 
naturally calls for sustained education 
of workers in the kind of commitment 
and discipline needed for the execution 
of planning. The need for such train¬ 
ing assumes, even greater urgency in 
view of the likely rise in labour force 
engaged in various segments of the 
organised sector of the Indian eco¬ 
nomy. 

The authors of the monograph have 
urged that the scheme for workers’ 
education in India needs to be given 
higher priority than hitherto in the 
allocation of resources in the central 
budget. Further, in as much as wor¬ 
kers* education is a post-literacy pro¬ 
gramme, it is necessary that efforts be 


made by the state to remove illiteracy 
among workers. In fact, the National 
Commission on Labour has also urged 
the government to undertake an exten¬ 
sive programme among workers for the 
purpose. 

The rapid progress of industrialisa¬ 
tion which has been envisaged in the 
fifth Plan provides both a challenge 
and an opportunity for workers* 
education scheme to realise its under¬ 
lying objectives. Its success in realis¬ 
ing these objectives will depend, 
in part, on the urgency with which 
action is taken to improve the coverage 
and impact of the programme, but in 
the main, on how workers and emp¬ 
loyers react to it. This naturally under¬ 
lines the need for sustained propagation 
of the importance and value of wor¬ 
kers’ education among both workers 
and employers. 

As the monograph rightly stresses 
“In the mixed economy model which 
this country has adopted for its social 
and economic development, it is 
essential for the parties to foster a 
measure of cooperation, tolerance 
and discipline which are a pre¬ 
condition to carry out the task of 
national reconstruction as visualised 
under the Plans.” Workers’ education 
scheme, as the monograph has rightly 
emphasised, will have to shoulder the 
major burden of bringing about this 
realisation. 

GIGANTIC PROBLEM 

At present in spite of the immense 
efforts that have been made both at 
the national and at the international 
level, a significant portion of mankind 
continues to eke out an existence in 
the most abject conditions of material 
deprivation. In the world, more than 
700 million people live in acute pov¬ 
erty; at least 460 million people are 
estimated to suffer from a severe 
degree of protein-energy malnutrition. 
Scores of millions live constantly under 
a threat of starvation. Countless mil¬ 
lions suffer from debilitating diseases 
of various sorts and lack access to 


eastern economist 


1185 


may 28 , 1976 



'lySf medical services. The squalor on 
^foan slums is too well-known. The 
^number of illiterate adults was esti- 
* mated at 760 million in 1970. The tragic 
waste of human resource in the third 
world is symbolised by nearly 300 
million persons unemployed and under¬ 
employed in the mid-1970s. 

It is well-known that the fight against 
unemployment and poverty has been 
the main concern of the ILO through¬ 
out its more than 50 years of existence. 
The World Employment Conference 
was held under the auspices of ILO 
and Employment Growth and Basic 
Needs : A One-World Problem con¬ 
tains the report of that conference. 

A number of issues were raised at 
the conference. The key policy issues 
were as follows. Even on the assump¬ 
tion that changes are made in interna¬ 
tional trade and other aspects of eco¬ 
nomic relations between different states 
to support national development 
efforts, this report stresses that ‘‘nearly 
all developing countries will need to 
undertake a thorough reappraisal of 
their economic and social development 
policies in order to satisfy the basic 
needs of the poorest members of their 
population.” fn essence this approach 
implies that “developing countries will 
need to set targets not only for increa¬ 
sed output but also for increased con¬ 
sumption by the very poor, and to 
adjust their development policies and 
strategies accordingly.” 

minimum needs 

While the basic needs will vary 
from country to country, it is 
considered desirable to establish a 
minimum level of basic needs as targets 
to be achieved by the world commu¬ 
nity within the next generation. This 
level might be embodied in interna¬ 
tionally agreed policies. ILO may 
revise its standards on that basis. 

The report stresses that one major 
element in the reorientation of deve¬ 
lopment policies to meet basic needs 
is to increase the productive income- 
earning opportunities of the working 


poor by means of significant redirec¬ 
tion of investments. This would imply 
that throughout the next 25 years or 
so, as growth proceeds, the resources 
becoming available for investment are 
more effectively channelled to meet 
the needs of the working poor, enabl¬ 
ing them to secure employment and 
increased productivity and hence their 
incomes. The report also emphasises 
that it may be necessary to go beyond 
the‘incremental approach" of redistri¬ 
buting additions to a country’s resour¬ 
ces resulting from economic growth, 
and “to redistribute also some of the 
present 'initial’ incomes so that basic 
needs of the poor can be met earlier. 

balanced approach 

The report also suggests that in addi¬ 
tion to the above redistributive policy, 
other policies in various fields including 
incomes and price policies, role of the 
public sector, choice of production 
techniques and population policies 
will have to be devised and adopted 
to solve the problem of the vest majo¬ 
rity in the world. The report has 
also emphasised that if a basic-needs 
strategy is to be adopted, this will 
require a more balanced combination 
of a labour or employment-intensive 
growth-path with the adoption of 
capital-intensive technologies in only 
certain selected sectors of the economy. 
Considerable amount of research will 
have to go into this field before we 
arrive at techniques suitable to the 
different circumstances of different 
developing countries. 

In the early years of international co¬ 
operation for development, it was 
assumed that widespread poverty and 
employment problems in developing 
countries would be rapidly overcome 
by measures to accelerate economic 
growth. This was the thesis of the 
first development decade in the 1960s. 
But there was great disappointment on 
account of the failure to realise the 
above objective. The development 
strategy for the second development 
decade laid emphasis on employment 


and this report, as seen above, has 
tried to analyse this problem on a glo¬ 
bal scale and suggest measures for its 
solution. 

One wonders whether the strategies 
suggested in this report are adequate 
to solve the immense problem of pov¬ 
erty of more than 700 million people 
mostly living in countries of the third 
world. The strategy will have to 
be based on vast transfer of resources 
from the developed to developing 
countries in the shape of better terms 
of trade for commodities exported by 
the developing countries to developed 
countries. Tf technological progress 
and more production in developing 
countries is simply going to mean still 
better terms of trade for developed 
countries, it is the people in developed 
countries who would benefit in the form 
of rising profits and wages from any 
progress in developing countries and 
not the people from these developing 
countries. The strategies suggested are 
therefore clearly inadaquate and would 
not be sufficient to solve the problem 
of poverty in the face of developed 
countries ganging up against the deve¬ 
loping countries. 

REGIONAL DISPARITIES 

One of the most important objectives 
of the fifth five-year Plan is to raise 
the levels of living of the lowest 30 per 
cent of India’s population. In view 
of the fact that majority of this seg¬ 
ment of India’s population lives in 
relatively under developed regions, 
accelerated development of these re¬ 
gions and the consequent reduction of 
regional disparities have been receiv¬ 
ing maximum attention in the formu¬ 
lation of development plans. But it 
has been realised that the problem of 
development of backward regions in 
a state is a very complex problem, 
difficulties being experienced even in 
the identification of such regions. The 
paucity of relevant data and the con¬ 
ceptual and methodological inadequa¬ 
cies make the problem of planning and 
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resource allocation for the development 
of the backward regions very difficult. 

One important step taken towards 
the successful tackling of the problem 
of backward regions relates to the 
formulation of district plans in the 
states on the basis of selective and 
integrated strategies. The states are 
asked to give priority in this matter 
to underdeveloped regions on the basis 
of criteria appropriate to the psycho- 
geographical and socio-economic 
characteristics of each state. Efforts 
are also being made to prepare tribal 
sub-plans and to adopt location specific 
minimum needs programmes. 

socio-economic indicators 

The Regional Imbalances in Maha¬ 
rashtra is based primarily on the 
data regarding 36 socio-economic in¬ 
dicators such as total population, urban 
and rural population in a region, geo¬ 
graphical area, cropped area, net sown 
area, irrigational potential, output of 
different agricultural produce, levels 
of education, hospital beds, radio 
licences, banking offices, road length, 
agricultural pumps, factory employ¬ 
ment, bank advances to co-operative 
societies and so on and so forth. The 
data is presented for the decade 1961 to 
1971. The state level values of these 26 
relative indicators are used as norms. 
Administrative divisions are considered 
as regions. Equality between the re¬ 
gional level value of a relative indicator 
and state level value of the same 
indicator is defined as ‘a state of 
balance’ and inequality between the 
two as ‘a state of imbalance’. 

This study has indicated that though 
there has been some reduction in 
disparities among the regions in 
Maharashtra in respect of majority of 
indicators referred to above during the 
decade 1961-71, the rate of reduction 
of disparities is very slow and far from 
being satisfactory. The study therefore 
has emphasised that it is absolutely 
necessary to devise effective steps to 


accelerate the . tempo of balanced 
economic development of Maharashtra. 

The authors of the monograph are 
of the opinion that in devising deve¬ 
lopmental strategies with a view to 
reducting disparities, constructive 
use should be made of the classifica¬ 
tion of development outlay and normal 
outlay. Development outlays should 
be confined as far as possible to those 
sectors and regions where the balance 
ratios are unfavourable indicating the 
relative underdevelopment of the con¬ 
cerned region in respect of those sectors. 
Purpose-oriented classification of un¬ 
derdevelopment based on objective 
criteria like those of balance ratio is 
operationally more meaningful than the 
usual general classification of under¬ 
development with respect to regions. 

central control 

Those aspects of the regional econo¬ 
mies where the need for balance is 
deemed crucial should be under the 
central control cither at the state level 
or at the national level. Priorities in 
respect of these aspects should be based 
on uniform criteria in all regions and 
should aim at regional balance. In 
providing development outlays, diffe¬ 
rent unit costs of development in 
different regions should be fully taken 
into account to ensure material balances 
rather than financial balances. Further, 
given an average growth rate for the 
state of Maharashtra, different growth 
rates for different regions in the state 
should be calculated with a view to 
reducing the existing imbalances. 

It is found that the index of regional 
imbalance in Maharashtra as compared 
to the country as a whole has gone up. 
This has been largely due to the most 
unsatisfactory performance in the agri¬ 
cultural sector and in providing infra¬ 
structure facilities for industrial deve¬ 
lopment in backward regions in the 
state. The monograph therefore has 
emphasised that the performance of 
the state in all sectors vis-a-vis the 
country should be continually reviewed 


and effective strategics devised in the 
light of the same for ensuring rapid 
economic development and adequate 
regional balance. The authors have 
emphasised that the institutional 
machinery relating to agricultural 
development in the state should ba 
revamped. 

farm credit 

The end-use of agricultural credit 
should be effectively supervised and 
adequate incentives be provided to 
raise agricultural productivity. Every 
effort should be made to ensure full 
utilisation of available irrigation facili¬ 
ties and concerted efforts should be 
made towards full utilisation of all the 
irrigational potential in the state. The 
state is very backward in respect of 
road development. The development 
of roads should therefore be given high 
priority. The employment guarantee 
scheme should in particular be oriented 
towatds accelerating surface roads and 
development efforts in backward re¬ 
gions. Further, there is urgent neces¬ 
sity of providing increasing banking 
facilities and finance in underdeveloped 
regions in Maharashtra. 

The coefficients of localisation in 
respect of most of the industries in 
Maharashtra arc quite low indicating 
their high propensity for dispersal. 
With well-thought out and effective 
measure, it should be possible to 
ensure dispersal of industries at an 
adequate level within a reasonably 
short period. A long-term scheme 
of providing adequate facilities, 
incentives and subsidies in respect of 
expenditure incurred in shifting of 
plants and machinery, housing of 
workers and retrenchment compensa¬ 
tion should be evolved in consultation 
with the leading representatives of the 
concerned industries for encouraging 
shifting of industrial units from 
developed areas to backward regions in 
the state. Also the government of 
Maharashtra should identify and 
develop half-a-dozen growth centres at 
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places like Nasik, Nagpur, Aurangabad 
and Kolhapur. 

The government should also help 
to establish at these growth centres 
large-scale propulsive industries in 
private or joint sectors with a net¬ 
work of ancillary, supplementary and 
other interrelated industries. Also the 
government should select one or two 
growth centres in each district which 
would be viable in respect of land, 
water, communication facilities etc for 
a population of about three lakhs. As 
entrepreneur is the architect of develop¬ 
ment, government should take steps to 
‘create’ entrepreneurs in underdeveloped 
areas by establishing suitable institu¬ 
tions to train them. 

The monograph has also made a very 
important suggestion that data gaps in 
the state economy should be quickly 
removed with a view to facilitating po¬ 
licy formulation. Disaggregated data up 
to at least the district level is necessary 
for facilitating framing of development 
plans and strategics at the district 
level. 

universal application 

The problem of regional imbalances 
is not confined to the state of Mahara¬ 
shtra, for there are even greater regional 
disparities in some other states like 
UP in India. This study therefore 
should be of relevance to other states 
also where such studies should be 
undertaken and policies framed and 
executed for removing regional 
imbalances. 

India is a vast country marked by 
heterogeneity in practically every 
feature, be it geographical or socio¬ 
economic. And yet high level aggrega¬ 
tion is a prominent feature of many of 
our economic studies which under 
the circumstances becomes rather 
misleading. The monograph there¬ 
fore has rightly emphasised that 
it is necessary to carry on the 
process of disaggregation as far as 
possible. This will help fulfilment of the 
first requirement of policy-formulation 
for removing regional disparities. This 


monograph has provided an excellent 
model for locating underdeveloped 
regions in a state and evolving suitable 
policies for removing regional dispari¬ 
ties which, if allowed to persist, carry 
dangerous social and political implica¬ 
tions. 

URBAN PROBLEMS 

Jakarta—Urban Development and 
Emplopment by S. V. Sethuraman 
deals with the causes and effects of 
urbanisation is Jakarta. 

Jakarta, the largest city on the most 
densely populated island of the Indo¬ 
nesian archipelago, offers one of the 
world's more striking examples of 
the problems raised in the developing 
world by rapid urbanisation. Even a 
conservative estimate of income growth 
in Jakarta in recent years suggests that 
the regional gross domestic product 
may have been growing at an annual 
rate of six to seven per cent. And yet 
surprisingly the contribution of manu¬ 
facturing sector to the regional income 
is quite small when compared with say, 
that in Calcutta, while agriculture 
occupies a significant position in terms 
of both income and employment genera¬ 
tion. In fact, surprisingly the manu¬ 
facturing sector performed so poorly 
in 1960s that employment in that 
sector in Jakarta decreased by about 
25 per cent from its 1961 level. In 
contrast, trade and services sectors 
occupy a dominant position in the 
regional economy, imports in particular 
playing a key role. 

Besides the impressive income 
growth originating from the relatively 
labour-intensive sectors, Jakarta has 
been foitunate in being able to 
attract the lion’s share of the approv¬ 
ed domestic and foreign investment 
in recent years. It would appear that 
such investment has made a significant 
contribution to employment generation. 
It is therefore reasonable to con¬ 
clude that the pattern of economic 
growth in Jakarta has been mainly 
labour-absorptive in character. The 
growing importance of tourism and its 


related industries together with the 
composition of investment proposed 
would appear to promise that labour- 
intensive pattern of economic growth 
will continue in Jakarta in the near 
future as well. 

The author has pointed out that in 
comparison with the performance of 
private domestic and foreign investment, 
the role of public investment in Jakarta 
has been relatively insignificant. Public 
investment has been only around three 
per cent of gross domestic product. It 
is also seen that over three-quarters of 
the housing units in the city are either 
temporary or semi-permanent and 
millions of persons live in the outskirts 
of the city with the minimum of ameni¬ 
ties. This emphasises the need for 
massive urban development expenditure. 
The lagging supply of public goods and 
services essentially reflects the inade¬ 
quate resources at the disposal of the 
regional government, despite the fact 
that public revenues have increased 
substantially in recent years. 

rapid urbanisation 

The reasonably good performance of 
the regional economy would not how¬ 
ever lead to any substantial increase 
in the standard of living of a great 
majority of people in Jakarta because 
of rapid urbanisation in that place, the 
rate of growth of population in Jakarta 
being practically twice the national 
population growth rate. Migration 
has thus played an important part in 
swaying Jakarta’s population. It is 
typical that Jakarta represents a case 
of ‘urbanisation without industrialisa¬ 
tion’. 

Jakarta is facing the tremendous 
problem of unemployment and under¬ 
employment especially among the 
young and uneducated migrants to that 
place. But outwardly the degree of 
unemployment appears to be less than 
what actually it is. This is because of 
the existence of the urban ‘informal 
sector’ consisting of many economic 
units producing a variety of goods and 
services, using labour intensive indi- 
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genous technology with little capital 
and often with no fixed location for 
business operations. Almost half of 
the employed population of over one 
million ate thus engaged in the informal 
sector, the bulk of them in informal 
trade and service activities. 

dominant position 

The informal sector enterprises 
thus occupy a dominant position 
within agriculture, construction and 
transport sectors. The informal 
sector in Jakarta appears to have 
played a key role in absorbing 
migrant labour, although at a wage 
rate significantly lower than that in the 
formal sectors of the regional economy. 
The easy access to jobs in the informal 
sector enterprises, the migrant’s skill 
constraints, the non-availability of jobs 
in the formal sectors and government 
and the inability of migrants to wait 
for long periods of time for well-paid 
jobs all seem to have contributed to 
the swelling size of the informal sector 
and a relatively lower rate of open 
unemployment in Jakarta. 

As regards the emerging trends, the 
author thinks that income and employ¬ 
ment in Jakarta will continue to grow 
at an impressive rate as in the past. 
The manufacturing sector in particular 
is likely to show better perfoimance 
in contrast to the situation in the past. 
It is also likely to generate substantial 
direct and indirect employment even 
allowing for its capital-intensity. But 
it is not clear that trade and service 
sectors will expand as fast as in the 
past. The emerging population trends 
cannot but be a source of concern for 
the policy-makers. Jakarta may have 
alone eight million people by 1981, if 
migration continues at the same rate 
as in the past. Though the govern¬ 
ment is taking a number of steps in 
recent years to improve a number of 
facilities for people in Jakarta, efforts 
will have to continue to stimulate 
greater private investment especially 
in residential housing. 

As regards the future, the author is 


of the opinion that it will not be en¬ 
ough if the government takes step to 
improve housing and employment con¬ 
ditions in Jakarta as such a policy will 
produce boomrang effect encouraging 
further in-migration aggravating the 
concern among policy-makers. It is 
therefore clear that a host of other 
policies will be needed, if the aim is to 
seek a satisfactory and stable solution 
to the problems of urbanisation and 
unemployment in Jakarta. Such sup¬ 
plementary policies will have to aims 
at slowing down, if not arresting, the 
migration inflow into Jakarta. As not¬ 
ed by the author, “The national 
government is alive to the prospect of 
a large Jakarta and accordingly taking 
major steps to reduce migration thro¬ 
ugh an extenMve rural development 
programme, a programme of regional 
government (co-operation) and aid to 
secondary cities and a programme of 
transmigration from Java to the outer 
inlands.” 

If would be interesting if some Indian 
scholars undertook similar studies 
of Bombay and Calcutta. Problems 
faced by most cities appear similar and 
yet there arc differences and each city 
will have to evolve its own policy to 
solve the problems confronting it. 

FITTING COMMEMORATION 

The book Business, Economies and 
Planning contains a collection of 
articles on business, economies and 
planning in honour of Prof P.K. Ghosh 
by his students and admirers. In this 
brief review only a passing reference 
can be made to some of the outstand¬ 
ing articles. 

A.K. Das Gupta’s foreword is mas¬ 
terly and its reading would be found 
most rewarding. Having traced the 
development of economic theory from 
the classical school, to the neo-classical 
school and raarginalists and to J.M. 
Keynes and having also emphasised 
the fact that economic theory as taught 
in the Indian universities and as we 
know is the product of western condi¬ 
tions evolving as it did to help western 


people to solve contemporary econo¬ 
mic problems faced by people in those 
countries, the basic question that 
arises is whether that economic theory 
has any relevance to underdeveloped 
countries and if not, whether we should 
abandon it altogether. 

pick and choose 

Myrdal, for example, has been 
harping on this theme ever since 
he turned his attention to eco¬ 
nomies of underdeveloped countries. 
But Myrdal seems to oiler little 
by way of an alternative system. 
According to Das Gupta though per¬ 
haps we need a new system and one 
day may evolve one, until then we 
shall have to pick and choose from 
the existing systems. According to 
him, “After all, there are elements in 
existing systems which can very profit¬ 
ably be assimilated into the economies 
of underdeveloped regions. Smith’s 
productive labour, Ricardo's net 
revenue, Marx’s extended reproduction 
scheme, Keynes’s inflationary gap — 
these are tools of analysis which, be 
they of western origin, are of indis¬ 
pensable aid to an understanding of 
the basic problems of under developed 
regions. J would have them by all 
means.” He firmly believes that the 
propositions of economic science that 
we have learnt and are supposed to 
teach in our class rooms are not, des¬ 
pite dissenters, altogether purposeless 
or irrelevant. 

Writing on ‘Environmental Scanning 
for Corporate Planning in India’, 
C.D. Wadhava has concluded that 
“the analysis of external environment 
is crucial to the process of strategic 
planning of a large and diversified in¬ 
dustrial enterprises in India where the 
governmental policy is acting as a 
dominant force in shaping the future 
of such enterprises with the twin ob¬ 
jectives of accelerating the rate of eco¬ 
nomic growth and reducing the degree 
of concentration of economic power 
in the economy.” According to the 
author, the task of environmental 
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analysis for corporate planning with a 
horizon of next five years becomes 
quite difficult in view of frequent chan¬ 
ges in governmental policies and regu¬ 
latory conditions. He therefore opines 
that it is necessary to formulate an 
operational framework for environ¬ 
mental analysis for a systematised 
exercise of strategic planning. 

Writing on ‘Entrepreneurship in 
India’, R.A. Sharma has pointed out 
that at the level of small entrepreneur¬ 
ship, the study reveals that the entre¬ 
preneurs coming from non-business 
classes depend to a greater extent on 
external sources of finances as compar¬ 
ed to those who come from business 
classes. Among external sources the 
specialised financial and development 
institutions constitute by far the most 
important sources of initial finance. 
These institutions, according to the 
author, arc attracting people to industry 
from a wider background. The author 
has found that over a period of time, 
the extent of institutional assistance 
has increased in the case of all cate¬ 
gories of promoters, but the bill in 
favour of new entrepreneurs in matters 
of dispersal as well as extent of financi¬ 
al assistance is very great. The author 
therefore has concluded on the basis 
of his study that newly established 
financial and developmental institutions 
“have made a significant contribution 
to the growth of new entrepreneur- 
ship”. 

worker directors 

Writing about ‘Worker Directors on 
Company Boards’ P.K. Ghosh has 
remarked that a number of questions 
arise in regard to worker directors. 
For example, how should the worker 
director be identified? By election or 
nomination? Should those criteria 
include nominal shareholding as well 
as minimum educational background? 
Should the worker directorship be 
restricted to union members only ? If 
so, should the workers’ representative 
be directly elected by union members 
or nominated by the union executive? 


These and similar questions will have 
to be satisfactorily answered before the 
scheme is put into operation. The 
author is of the opinion that the role 
of trade unions in this arrangement 
has to be one of the direct involvement 
as trade unions have come to stay and 
cannot be wished away. Indeed collec¬ 
tive agreements would be sustained 
effectively through the continuous 
interaction between the worker direc¬ 
tor, members of the union executive 
and top management personnel. 

teaching economics 

Prof H.K. Munmohan Singh has 
written an excellent article on “The 
Teaching of Economics in Indian Uni¬ 
versities’. He has shown how most of 
what is taught to B.A. &M.A. students 
of the Indian universities based as it is 
on syllabi adopted in the universities in 
the UK and the USA has practically 
become irrelevant, if not thoroughly 
useless. He wants that the whole sys¬ 
tem of papers and their content should 
be overhauled so as to correspond to 
the Indian environment and serve the 
needs of the country. In fact the 
author has given the details of such a 
scheme in his article. This articleshould 
be read by every member of the board 
of studies in economies in various 
Indian universities. 

It is high time that the syllabi 
in various papers in economics were 
redrawn and the waste of time 
and energy which at present is 
taking place in learning things (eg. 
most of the theory of value as taught 
at present) is immediately stopped, 
Lipsays’ Positive Economic and ACL 
Days’ Outline of Monetary Economics 
which were found unsuitable for use 
in the USA find their place in the list 
of books published by practically every 
Indian university! 

Writing on ‘A Level of Living Index 
for India, D.B. Gupta has concluded 
that on the basis of composite indices 
of the levels of living. Tamil Nadu, 
Maharashtra, Punjab, Kerala and 
West Bengal were the most prosperous 


states during 1 $55-56, while UP, Bihar, 
Andhra Pradesh, Madhya Pradesh and 
Orissa had the lowest levels of living. 
The author has further opined that 
while it was heartening to observe some 
reduction in inter-state disparities in the 
levels of living, a rather depressing 
fact which has emerged from the analy¬ 
sis is that even the most prosperous 
state is nowhere near the ‘ideal’ state! 

Writing on human resources deve¬ 
lopment, O. P. Chopra has opined 
that increased expenditure on educa¬ 
tion can achieve high level of human 
resource development. This means 
that if rural areas are to be developed 
and urbanisation is to be discouraged, 
there should be fmple opportunities 
of education in rural areas. 

S. S. Mehta has written an excellent 
articles on ‘Possible Forms of Econo¬ 
mic Cooperation in Asia'. There can be 
various forms of economic cooperation 
among nations of a continent. Such 
cooperation among nations can take 
the form of trade agreements, bulk 
purchases and state trading, regional 
commodity stabilisation agreements, 
selective trade liberalisation, free trade 
area, customs union, common market, 
sectoral integration, harmonisation of 
development plans, economic union 
and soon. According to the author, 
countries in Asia can immediately 
start with harmonisation of develop¬ 
ment plans, selective trade liberalisa¬ 
tion and trade-cum-investment pro¬ 
grammes. 

sub-regional grouping 

There is enormous scope and 
also need for sub-regional groupings 
in Asia. For example, there are ex¬ 
cellent reasons for cooperation among 
India, Pakistan and Bangladesh. 
Economic cooperation among them 
will not only be economically advanta¬ 
geous to all the three, but it will also 
be the surest guarantee of long-term 
peace and stability in the sub-continent. 
The author is firmly of the view that 
India should not sit pretty but should 
endeavour to promote regional co- 
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operation, though there might be set¬ 
backs in the initial stages. 

The three editors have chosen a 
good way of paying their respects to 


their teacher. While not all articles 
are of desirable quality and standard, 
some of them are really good and 
they enhance the value of this com¬ 
memorative volume. 


Space and all about it 


India in Space: by Mohan Sundara Rajan: Published by Publications Division, 
Ministry of Information and Broadcasting, Patiala House, New Delhi; 
Price Rs 5; Pp 92, 


Reviewed by Kevy 


The first equatorial launch station 
to receive the sponsorship of the UN 
is the one at Thumba located near 
Trivandrum. Thumba has launched 
sounding rockets (a rocket used for 
studying the atmosphere is called a 
sounding rocket) produced by the USA, 
the UK, the USSR, France, West 
Germany and Japan. The significance of 
Thumba is its proximity to the magnetic 
equator which is not the same as the 
equator. This has earned Thumba the 
sponsorship of the UN. 

Rocketry calls for the most efficient 
propellents that can burn even in a 
vaccum. “The first flight test with 
Indian made propellant proved a shade 
better than the French original and the 
Centaure rocket soared five kilometres 
higher than expected." That was a 
solid propellant. As liquid propellants 
are more efficient and amenable they 
too have been indigenously made and 
proved successful. 

On May IS, 1973 the first liquid 
propelled rocket was launched from 
Sriharikota. Sriharikola is an ellipti- 
cally shaped island 27 km by 9 km on 
the eastern coast of India adjoining 
Nellore district in Andhra Pradesh 
The whole island cleared of the origi¬ 
nal inhabitants is being developed as a 
fullrfledged cosmodrome. The lauch- 
ing of rockets into the Bay of Bengal 
poses no hazard to, human lives. The 
Thumba launching grounds are sur¬ 
rounded by areas which are heavily 
populated. Rockets launched over 
the Bay of Bengal can take advantage 
of the earth’s eastward spin. 

Only after mastering rocket techno¬ 


logy can the feat of lunching a satellite 
be attempted. The booster rockets 
have to put the satellite in orbit. Arya¬ 
bhata our first satellite whose entire 
designing, fabrication and testing were 
done by Indians was launched on April 
19, 1975 from a Soviet launch pad. 
Even though our achievement in satel¬ 
lite technology is modest compared to 
that of the big powers and some wes¬ 
tern nations, it points to a future of 
hope. Space technology can be effec¬ 
tively employed in television, communi¬ 
cation, meteorology, resources survey 
and many other areas of economic 
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activity. It is therefore imperative 
that India should have her own space 
technology. Borrowed know-how may 
not be available to us on time. And 
even if available it would have to be 
modified to suit our environment. 

India in Space Covers a good deal 
of interesting facts like the basic 
problems in space and the manner 
in which they are solved, the dis¬ 
position of the atmosphere, and. the 
ionosphere and the achievements of 
Indian scientists. Though the opening 
remarks of the first chapter give the 
promise of a technical subject being 
made intelligible to the layman the 
narration soon slips into scientific 
jargon on many occasions. Discussing 
propellent blocks the author says: ‘Tt 
can burn like a cigarette from top to 
bottom, in which case, it is called an 
end burning propellant. Or it can 
burn radially through the whole length 
of it”. One is puzzled over the second 
sentence. However, the book provides 
instructive reading. 

received 

1736, Trinagar, Delhi-110 035; 
Pp. 158; Price Rs. 40.00. 

The Religious Problem in India : 
Annie Besant; Agam Prakashan; 
Pp. 120; Price Rs. 15.00. 

Dibongiyas: P. C. Saikia; B. R. 
Publishing Corporation; 461, Viveka- 
nand Nagar, Delhi-110 052; Pp. 109; 
Price Rs. 35.00. 

Naga Polity : M. Horam; B. R. 
Publishing Corporation; Pp. 161; 
Price Rs. 50.00. 

The Works of Sir William Jones 
(Vol. I) : Lord Teignmouth: Agam 
Prakashan; Pp. 409; Price Rs. 125.00. 

Financial Institutions of India : 
Edited by Vadilal Dagli; Vora and 
Co. Publishers Pvt. Ltd., 3, Round 
Building, Bombay-400002; Pp. 338; 
Price Rs. 40.00. 

Taxation of Agriculture in India : 
P. K. Bhargava; Vora and Co. Pub¬ 
lishers Pvt. Ltd; Pp. Hi; Price 
Rs. 20.00. 


eastern economist 


1191 


may 28 , 1976 



TRADE 

WINDS 


Steel Pipes & Tubes 9 
Diversification 

The government has been 
considering the question of 
extending the faciJity of 
diversification to the under¬ 
takings engaged in the 
manufacture of steel pipes 
and tubes. It has now been 
decided that undertakings 
engaged in the manufacture 
of steel pipes and tubes 
covered under Schedule In¬ 
dustry IA(5) may be allow¬ 
ed full freedom for diversi¬ 
fication of their production 
into the manufacture of 
ERW precision tubes and 
pipes of larger diameter 
(upto 10”) within the over¬ 
all licensed capacity of the 
undertakings. This will be 
subject to the condition 
that no import of capital 
goods will be allowed and 
that balancing equipment 
that might be needed for 
this purpose would be pro¬ 
cured indigenously. 

All Types 

This facility will be avail¬ 
able to all types of under¬ 
takings. For this purpose, 
it will not be necessary to 
go through the usual pro¬ 
cedure for industrial appro¬ 
val. The Joint Secretary 
in the Department of 
Heavy Industry has been 
authorised to receive appli¬ 
cations for such diversifi¬ 
cation and to accord neces¬ 


sary approval to such pro¬ 
posals. It is expected that 
applications for such diversi¬ 
fication will be dealt with 
speedily and that final dis¬ 
posal will be communicated 
to the party within a period 
of two months. 

In order to ensure fuller 
utilisation of existing instal¬ 
led capacity, the govern¬ 
ment has, in past months, 
taken a number of steps 
and announced special pro¬ 
cedures for according diver¬ 
sification facilities to indus¬ 
trial undertakings engaged 
in the manufacture of 
industrial machinery, machi¬ 
ne tools, electrical equip¬ 
ment, steel castings, etc. 

Panel for Bicycle 
Industry 

The ministry of Indstury 
and Civil Supplies have 
constituted a Development 
Panel for bicycle and bicy¬ 
cle components industries 
to consider and suggest 
measures that are necessary 
for further growth of these 
industries. This step has 
been taken in view of the 
importance of the bicycle 
as a common means of 
transport and its export 
potential. 

The panel will devote 
special attention to aspects 
of technological and mate¬ 
rial inputs. Reduction in 
cost of production through 


measures like value engine¬ 
ering and standardisation 
in order to stimulate the 
demand will also be 
taken up by the panel. It 
will recommend special 
measures for increasing 
exports of bicycle and bicy¬ 
cle componets. 

The panel consists of 
representatives from the 
bicycle and bicycle compo¬ 
nents industries, the Trade 
Development Authority, 
research institutions, and 
the concerned government 
departments. 

Ceiling on Joint 
Property 

Urban property held by 
both the husband and the 
wife will be clubbed toge¬ 
ther for the purpose of cal¬ 
culating “vacant land” in 
excess of the ceiling limit 
under Section 6 of the 
Urban Land (Ceiling and 
Regulation) Act, 1976. 

In guidelines sent to state 
governments, the union 
ministry of Works and 
Housing clarified that in 
case both the husband and 
the wife held urban pro¬ 
perty, the urban property 
held by them should be 
clubbed together for the 
purpose of filing a statement 
of vacant land in excess of 
the ceiling limit under Sec¬ 
tion 6 of the Act. 

The ministry has clarified 
that lands on which un¬ 
authorised constructions 
existed would still be deem¬ 
ed to be vacant land under 
the Act. 

The guidelines lay down 
that in areas where building 
regulations existed, only 
land occupied by buildings 
which had been approved 
by the appropriate autho¬ 


rity, along with appurtenant 
land to such building, would 
be excluded from the defini¬ 
tion of “vacant land” under 
the Act. 

The ministry's guideline 
on the clubbing of the hus¬ 
band and the wife’s urban 
property says. “The defi¬ 
nition of family is contained 
in Section 2(F) of the Act 
and the definition of “per¬ 
son” is contained in Section 
2(1). As the definition of 
“person” included ‘’family” 
and as '’family” means the 
individual, the wife or the 
husband of the individual 
as the case may be and 
their unmarried minor 
children, it is clarified that 
in case both the husband 
and the wife held property, 
the property held by them 
should be clubbed together 
for the purpose of filing a 
statement under Section 6 
of the Act”. 

War Risk Cover for 
Ships 

The government announced 
on May 18, 1976 a war risks 
insurance scheme for ships 
and mechanised sailing 
vessels. The scheme would 
come into effect from July 1, 
1976. The scheme provides 
for insurance of marine hulls 
against war risks by the 
Indian insurance companies. 
The cover granted under the 
policies would be wider than 
the war risks cover on hulls 
granted by the insurers in 
the open market. 

The policies would cover 
loss or damage to the insured 
ship arising from capture, 
seizure, arrest, restraint or 
detainment and the conse¬ 
quences of hostilities and 
warlike operations. It would 
also cover the loss of damage 
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caused by civil war, revolu¬ 
tion, rebellion, insurrection 
or civil strife and by mines, 
torpedoes, bombs, atomic 
weapons and other engines 
of war. The insurance would 
also cover loss caused by 
strikers, locked out work¬ 
men, political or labour 
disturbances, riot or civil 
commotion, military or 
usurped power and malici¬ 
ous damage. 

The scheme made it clear 
the insurance coverage 
would be provided to a 
ship continuously kept regis¬ 
tered in India and did not 
engage in any trade or vo¬ 
yage prohibited by the 
government and was not 
engaged in carrying contra¬ 
band, blockade running and 
smuggling. In case of total 
loss of the ship, it would be 
open to the government to 
withhold 20 per cent of the 
claim. All premiums would 
be credited to the war risks 
(marine hulls) reinsurance 
fund and the fund would 
make all payments towards 
claims or expenses. 

The insurance policy 
would be issued by the com¬ 
panies according to the 
conditions prescribed by the 
General Insurance Corpo¬ 
ration of India. 

Export Complex 
Near Palam 

A Rs 100-crore export- 
oriented industrial complex 
is proposed to be set up by 
the end of this year over 
200 hectares near Palam. 
The complex will be in the 
private sector and consist of 
a spinning mill and hand- 
loom, powerloom, hosiery, 
garment fabrication, and 
dyeing and printing units. 
According to Mr 


Harbhajan Singh Anand, 
sponsor of the project, the 
spinning unit will have a 
25,000-spindle capacity and 
will supply raw materials to 
the auxiliary industries. 
Preference will be given to 
young entrepreneurs and 
technocrats for setting up 
these units numbering about 
1,000. If 75 to 20 per cent of 
capital is invested by them, 
the rest of the finance will 
be arranged through various 
financial agencies according 
to him. The export of the 
products will be undertaken 
by the authorities who will 
run the complex. 

Central Data Bank 

The computer centre of 
the Department of Statistics 
is setting up a central data 
bank which will integrate in¬ 
formation from several 
sources and undertake pro¬ 
cessing to suit customers’ 
needs. 

It is planning to acquire 
a large size computer to 
meet growing requirements 
of computer time. 

The centre has helped 
introduce computer applica¬ 
tions in government organi¬ 
sations. A number of 
applications, ranging from 
bulk data processing and 
information storage and 
retrieval to financial' ac¬ 
counting and management 
control system, have been 
computerised. 

It is proposed to increase 
information processing acti¬ 
vity in revenue-earning areas, 
provide a strong informa¬ 
tion base for planning and 
development and comput¬ 
erise the entire gamut of 
statistical information on 
socio-economic aspects coll¬ 


ected by the National 
Sample Survey. 

UP Reduces Sales 
Tax 

The UP government has 
reduced the rates of sales 
tax on certain commodities 
to provide relief to the trade 
and industry. 

Motor cars and television 
sets will be taxed at seven 
per cent instead of 12 per 
cent at present. Motor 
trucks and motor buses 
including their chassis and 
motor bodies built thereon 
will be taxed at the rate of 
nine per cent against 12 per 
cent, earlier. 

Maps, educational charts, 
instrument boxes, globes, 
and other educational instru¬ 
ments will now be taxable 
at three per cent against the 
old rate of seven per cent. 

Tooth pastes and powders, 
safety razor 'blades, tooth 
brushes, torches, torch-cells, 
torch bulbs, drycell battieres, 
filaments lighting bulbs, plain 
glass panes, clinical syringes, 
thermometers and scientific 
apparatus and instruments 
made of glass will now be 
taxable at the rate of seven 
per cent. Earlier these items 
carried a tax of 12 per cent. 

RBI to Finance Food 
Procurement 

Financial support needed 
for current year’s food pro¬ 
curement operations, includ¬ 
ing the building up of a 
buffer stock of 15 million 
tonnes of foodgrains, will be 
of the order of Rs 2,000 
crores. There is no provi¬ 
sion in the current year’s 
budget for this and the entire 
finance will have to be pro¬ 
vided by the banking sector. 

According to Reserve 


Bank sources, the commer¬ 
cial banks will be required 
to provide Rs 800 crores for 
food procurement from their 
own resources. The Reserve 
Bank will refinance two- 
thirds of the amount provid¬ 
ed by the banks above the 
Rs 800 crores limit. 

For providing credit to the 
industrial sector, the Reserve 
Bank is presently engaged in 
drawing up a macro-level 
credit plan which will be 
ready in another two months 
time. Meanwhile individual 
commercial banks have also 
been directed by the Reserve 
Bank to draw up micro-level 
credit plans to meet the needs 
of individual industries. 

Bihar Plan to Develop 
Key Industries 

The Bihar industries 
department has set up six 
high-level working groups 
to study and suggest future 
strategy for the development 
to key industries in the state. 

The groups, with the 
Industrial Development 
Commissioner as chairman 
consist of officials of the 
industry department and 
men from the concerned 
industries, will submit their 
report within three months. 

The groups, have been 
assigned to explore the pos¬ 
sibilities and study the pro¬ 
blems facing the concerned 
industries and recommend 
steps for reforms in the 
industrial units. 

The working groups have 
been set up for: (a) sugar, 
(b) cement, (c) chemical and 
electro chemical industry, 
(d) metallurgical and electro¬ 
metallurgical, (e) paper and. 
(f) mineral and mineral 
industries. 

In the case of the sugar 
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industry, the working group 
will also look into the re¬ 
habilitation problem of the 
seven ‘sick* factories. 

The industries department, 
in collaboration with the 
National Productivity Coun¬ 
cil (NPC), will also carry 
out a six-month “demand 
survey M in order to identify 
the possibilities of new 
industrial units for 100 com¬ 
modities which include phar¬ 
maceuticals, chemicals, engi¬ 
neering goods and auto 
ancilaries units. 

IBRD Loan for Small 
Industry 

Development of small and 
medium-scale industries in 
India will be assisted by a 
World Bank loan of 840 
million. The Industrial 
Development Bank of India 
(IDBI) will channel the pro¬ 
ceeds to 18 state financial 
corporations for re-lending 
to small and medium-scale 
industries. 

India has placed consider¬ 
able emphasis on the pro¬ 
motion of small scale 
industry since the mid-1950s 
as a means of increasing 
employment, income distri¬ 
bution and regional develop¬ 
ment Until 1973, World 
Bank financing for indus¬ 
trial investment in India 
has emphasized medium and 
large scale units either 
through direct financing or 
through the Industrial 
Credit and Investment Cor¬ 
poration of India. However, 
in view of the importance of 
small-scale industry, a new 
project was developed in 
1973. The Bank's affiliate, 
the International Develop¬ 
ment Association (IDA), 

i 
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extended a credit of S25 
million tolDBL for re-lend- 
ing to small-scale industry. 
The credit will be fully 
utilized by June 1976. The 
new loan will continue the 
objectives of the credit. 

The bank loan of $40 
million will finance the 
foreign exchange require¬ 
ments of state financial 
corporations during the 
two-year period beginning 
July I, 1976. The bank 
loan to IDBI is with the 
guarantee of the govern¬ 
ment of India. It will be 
repaid over 15 years starting 
after three years of grace. 
It will carry interest at the 
rate of 8J- per cent per 
annum. 

In Brief 

The Board of Governors 
of the Asian Development 
Bank at its ninth annnal 
meeting in Jakarta approved 
the request of the govern¬ 
ment of the Federal 
Republic of Germany for a 
special increase in its subs¬ 
cription to the capital stock 
of the Bank, US $ 89.11 
million. With this increase 
in its subscription, the total 
subscription of the govern¬ 
ment oF the Federal 
Republic of Germany to the 
capital stock of the Bank 
would amount to US $ 
191.65 million. 

Names in the News 

S.P. Mandelia has been 
unanimously elected as the 
President of the all India 
Manufacturers’ Organisa¬ 
tion for 1976-77. An out¬ 
standing figure in the world 
of industry, Mr Mandelia 
is the President of the 


several divisions of Century 
Spg. and Mfg. Co. besides 
being the director and 



Mr S.P. Mandelia 

advisor of many well known 
industrial conserns, 

Mr O.K. Gopalan has 
been appointed as Chair¬ 
man/Managing Director of 
Union Bank of India from 
May 12, 1976. Started the 
banking career in Punjab 
National bank as a clerk in 
1945 and after serving 11 
years, joined Union Bank 


of India as a Senior officer 
in June 19S6, where he held 
many key positions such 
as Inspector of Brandies, 
Manager-Delhi Office, PA. 
and Executive Assistant to 
the General Manager/Chair- 
man, Secretery, Assistant 
General Manager. At the 
time of his appointment he 



Mr O.K. Gopalan 

was the Dy. General Mana¬ 
ger in charge of the Depart¬ 
ment of personnel adminis- 
tration- 


Balance of Payments 


In 1972-73 India had a 
very small unfavourable 
trade gap at $ 124 million 
which rose to S 1596 million 
in 1974-75 but declind 
marginally in 1975-76 to 
$1450 million (see Table 
below). The improvement 


in reserve by $ 808 million 
was the most encouraging 
development in the balance 
of payments position which 
was believed to reflect the 
increased remittances from 
abroad. 

(U$ millions) 



1972/73 

1973/74 1974/75 1975/76 

Merchandise exports 

2,558 

3,239 

4,143 

4,400 

Merchandise imports 

—2,682 

- -3,971 

-5,739 

—5,850 

Trade balance 

— 124 

— 732 

—1,596 

—1,450 

Debt service 

— 682 

— 692 

— 779 

— 785 

Gross aid disbursements 

955 

1,249 

1,766 

2,210 

IMF transactions (net) 
Miscellaneous capital 

-- 

75 

530 

205 

and invisibles (net) 

Use of reserves 

— 115 

205 

41 

628 

(— = increase) 

— 34 ■ 

- 105 

38 

— 808 
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COMPANY 

AFFAIRS 


Hindustan Lever 

Tjhe directors of Hindus¬ 
tan Lever have reported 
excellent results for the 
year ended December 1975. 
The gross turnover has 
shown a bumper rise of 40 
per cent from Rs 149 crores 
in 1974 to Rs 206 crorcs in 
1975. Profits before provi¬ 
sion rose handsomely from 
Rs 9.22 crores to Rs 15.07 
crorcs and the net profits 
after provision and adjust¬ 
ments from Rs 3.63 crores 
to Rs 4.80 crores, which 
has been transferred to the 
general reserve. 

In view of increase in 
turnover and profits the 
director have recommended 
an equity dividend of 18 
per cent as against 15 per 
cent in the previous year. 
The dividend will be paid 
according to the relevant 
provisions of Companies 
(Temporary Restriction on 
Dividend) Act, with an im¬ 
mediate payment of 96 paise 
per share followed by two 
equal instalments of 42 
paise per share. The immedi¬ 
ate payment and the first 
instalment totalling Rs 1.38 
per share will be payable 
in July 1976 and the balan¬ 
ce in July 1977, making a 
total dividend of Rs 1.80. 

Market Growth 

The market for essential 
commodities, which consti¬ 
tute a significant portion of 
the companies products 


showed continued growth. 
Significant measures taken 
by the government, together 
with a fall in wholesale 
prices index were instrumen¬ 
tal in increasing the gross 
turnover of the company. 

During 1975, the com¬ 
pany initiated work on 
three major expansion and 
diversification projects. The 
Ossein project in Maharash¬ 
tra is in an advance stage 
and is expected to be com¬ 
missioned in mid-1976. 
This will help in increasing 
companies export turnover. 
The companies exports 
rose from Rs. 13.77 crorcs 
to Rs 15 crores in 1975. 

For this year the direc¬ 
tors expect a more rapid 
growth in their gross turn¬ 
over, sales and profits. 

UCO Bank 

United Commercial Bank 
recorded a steady growth 
in its operations during 
1975. The bank’s total 
deposits at the end of 
December, 1975 stood at 
Rs 623.17 crores as ‘against 
Rs 542.07 crores at the 
end of 1974. Its total ad¬ 
vances, including bills, 
increased to Rs 423.27 
crores from Rs 370.54 
crores. The total of invest - 
ments at Rs 174.68 crores 
was higher by nearly Rs 25 
crores than in 1974. The 
net profit for the year at 
Rs 2.05 crores representedan 
increase of Rs 14 lakhs over 


1974. The bank has trans¬ 
ferred a sum of Rs 55 lakhs 
to its reserve fund taking it to 
Rs 7 crores against the paid 
up capital of Rs 2.80 crores. 
A sum of Rs L crore has 
also been transferred to 
investment reserve account. 
(No amount was transferred 
to this account in 1974.) 
The balance amount of net 
profit, viz., Rs 50 lakhs 
has been transferred to the 
government of India. 

New Branches 

The bank opened during 
the year 91 new branches 
in India apart from three 
additional branches ab¬ 
road — two in Hong Kong 
and one in the United 
Kingdom. Out of its total 
of 824 branches in 
India, over 65 per cent 
of the branches were 
in rural and semi-urban 
centres. Amongst the new 
branches opened during 

1975, 53 were in the 
eastern and north eastern 
region. The bank also spon¬ 
sored during the year a 
Regional Rural Bank in 
Rajasthan, for Jaipur/Nag- 
aur districts where the bank 
has lead bank responsibili¬ 
ties. 

The bank continued to 
play a determined role in 
advancing credit to the 
priority sectors. Its aggre¬ 
gate credit to these sectors at 
the end of 1975 was 


Rs 121.72 crores). Advances 
for agriculture, in particular, 
showed an impressive in¬ 
crease both in the number of 
borrowal accounts and the 
amount outstanding, with a 
substantial portion of the 
advances being for small 
and marginal farmers. 

Gwalior Rayon 

Gwalior Rayon which has 
indigenously developed the 
know-ho .v and the process 
for the manufacture of 
Grasilenc fibre has com¬ 
menced w )rk on the new 
venture in terms of letter of 
intent it holds for the manu¬ 
facture of 100 tonnes of 
polynosic fibre per day. 

After production Giasilene 
fibre, tried and tested at the 
companies complex at 
Nagda, Madhya Pradesh, 
has been found to have been 
well received by the textile 
industry, and is expected to 
eliminate the need for 
imports of polynosic fibres 
into the country. 

The earth breaking cere¬ 
mony of the new project 
costing Rs 45 crorcs was 
performed by its president 
recently at Harihar in 
Karnataka. 

Tanfort Tyres 

The Bangalore-based Tan¬ 
fort Tyres reported a trading 
loss of Rs 2.22 lakhs for 
1975 on sales of Rs 26 
lakhs, as against Rs 7.44 
lakhs and Rs 4 lakhs, 
respectively, in the previous 
year. 

After providing Rs 2.31 
lakhs for depreciation and 
nil (Rs 9.69 lakhs) for 
development rebate, the 
deficit amounted to Rs 4.55 
lakhs compared with the 
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previous year’s Rs 19.44 
lakhs. 

The directors envisage a 
better performance for the 
current year. They say that 
sales during the first four 
months have already crossed 
Rs 16-lakh mark, the pro¬ 
duct-range has been diversi¬ 
fied and new markets are be¬ 
ing explored. 

Dalmia Cement 

The directors of Dalmia 
Cement (Bharat) propose to 
raise the dividend to 20 
per cent for the year ended 
December 1975 from eight 
per cent paid in the preced¬ 
ing year. 

According to a brief pre¬ 
liminary statement, the 
gross profits have advanced 
by about 30 per cent to 
Rs 4.17 crores from Rs 3.18 
crores in the preceding year. 
The net profit is also higher 
at Rs 3.29 crores as against 
Rs 1.79 crores. after provid¬ 
ing for depreciation— 
Rs 47.15 lakhs against 
Rs 33.14 lakhs, development, 
rebate reserve- -Rs 1.67 
lakhs against Rs 3.97 lakhs, 
and taxation Rs 139.50 
lakhs against Rs 102 lakhs 
in the preceding year. 

A mar Dye Chem 

The directors of Amar Dye 
Chem Ltd in their annual 
report pointed out that the 
construction of the plant for 
vat dyes and their intermedi¬ 
ates is expected to be finished 
by the end of this year and 
the production will com¬ 
mence from early next year. 

The building for acrylic 
fibre dyes plant is almost 
ready and the equipment is 
being ordered, and is ex¬ 
pected to go in to produc¬ 
tion in the next year. The 
company has also received a 


licence for the expansion of 
its reactive dyes capacity 
from 250 tonnes to 500 
tonnes per annum, with a 
condition that 30 percent 
of its capacity will be 
exported. 

Indian Fine Blank 

Indian Fine Blank Ltd, a 
company promoted for the 
manufacture of press tools, 
dies and fine blanked com¬ 
ponents with an installed 
capacity of 1500 tonnes per 
annum is being set up at 
Tartolla Road, Calcutta at 
an estimated cost of Rs 75 
lakhs. The company pro¬ 
poses to enter the capital 
market with a public issue 
of Rs 11.27 lakhs in equity 
shares and Rs 5 lakhs in 
picfercnce shares. The tech¬ 
nical collaborators for the 
company are M/s Heinrich 
Schimdt of Switzerland, who 
will also participate in the 
equity of the company to 
the tune of 12.27 per cent. 

Modella Woollens 

Modclla Woollens has 
shown better results for the 
year ended December 1975, 
and as such the directors 
have raised the equity 
dividend from a mere 2.8 
per cent to 10 per cent. 

The gross profits of the 
company almost doubled to 
Rs 62.66 lakhs from 
Rs 34.39 lakhs. The net 
profits of the company more 
than doubled to Rs 15.12 
lakhs from Rs 6 19 lakhs. 
The net profit has been 
computed after providing 
for depreciation—Rs 17.62 
lakhs against Rs 16.73 lakhs 
and taxation—Rs 29.92 
lakhs against Rs 11.02 lakhs. 
After adjustment the surplus 
works out to Rs 15.15 lakhs 
compared with Rs 10.11 


lakhs last year. The dividend 
absorbs a sum of Rs 7.80 
lakhs. 

Gaekwar Mills 

The directors of the Oaek* 
war Mills Ltd have reported 
adverse working results for 
the year ended December 
1975. Gross profits 
dropped sharply from 
Rs 69.25 lakhs to Rs 16.54 
lakhs, and the directors 
have been forced to lower 
the equity dividend from 12 
per cent per annum to just 
five per cent for the year 
ended December 1975. The 
dividend will absorb Rs 2.50 
lakhs. The directors have 
attributed the fall in profits 
to high escalation in manu¬ 
facturing costs, controlled 
cloth obligations and 
unremunerative sales realisa¬ 
tion. 

During the year new 
plant and machinery worth 
Rs 43.90 lakhs was installed, 
and another valued at 
Rs 34.39 lakhs is under erec¬ 
tion. Outstanding orders 
for machinery amount to 
Rs 4.64 lakhs. These results 
were despile the fact that 
sales improved from Rs 9.40 
crores to Rs 10.76 crores. 

Gokak Patel Voikart 

The mill division of 
Gokak Patel Voikart conti¬ 
nued with its programme of 
modernisation. A. 1100 
KVA diesel generating set 
to augment power supply 
was added, and a total sum 
of Rs 59 lakhs was spent 
on plant and machinery 
during the year 1975. 

It is difficult to determine 
the adverse impact of the 
continuing difficult condi¬ 
tions affecting the spinning 
industry on the current 
year’s results. But with 


redoubled efforts, the 
directors hope to present a 
better picture for this year. 

In the Patvolk division, 
sale of useless properties 
and rationalisation of activi¬ 
ties are being undertaken. 
Reorganisation of other 
subsidiary companies was 
also in progress. 

The Reserve Bank has 
approved the sale of shares 
by lead group of companies 
of UK in reply to the 
company’s application for 
investment in Goodlass 
Neroiac Paints Ltd in 25,200 
equity shares of Rs 100 each 
fully paid-up. The approval 
is subject to the condition 
that live per cent of the lead 
group shares should be 
offered to Unit Trust of 
India and the balance to 
the Gokak Patel Voikart. 
The centre’s approval 
regarding this is being 
awaited. 

Ushn Martin Black 

The profit and loss 
account of the Usha Martin 
Black (Wire Ropes) Ltd 
show that the companies 
sales in 1975 have risen to 
Rs 16.50 crores from 
Rs 13.55 crores in the pre¬ 
vious year. After meeting 
the charges including 
Rs 27.90 lakhs (Rs 27.31 
lakhs) for depreciation the 
pre-tax profits amounted 
to Rs 108.84 lakhs against 
Rs 93.27 lakhs. Taxation 
absorbed Rs 58.48 lakhs 
(Rs 41.50 lakhs), and no ap¬ 
propriations has been made 
for depreciation, leaving 
Rs 50.36 lakhs against 
Rs 41.90 lakhs for surplus. 
Writing back Rs 3.25 lakhs 
(Rs 7,73 lakhs) from the 
development rebate reserve 
and bringing back Rs 23,452 


EASTERN ECONOMIST 


1196 


MAY 28 , 1976 



(Rs 7,331)" from the various 
years balance, the total sum 
available for appropriations 
amounts to Rs 53.85 lakhs 
against Rs 49.93 lakhs. Of 
this sum Rs 6,000 has been 
transferred to capital reserve 
and Rs 31.20 lakhs (Rs 49.70 
lakhs) to general reserve. 
The exports have been of 
the order of Rs 3.29 crores. 
The company also bagged 
the regional export award 
of the Engineering Export 
Promotion council. 

The directors have pro¬ 
posed an equity dividend of 
15 per cent on ordinary 
shares, 11.4 per cent of 
which will he paid now in 
accordance with provisions 
of Companies (Temporary 
Restriction on Divident) 
Act, and the balance of 
3.6 per cent in two equal 
instalments of 1.8 per cent 
each in July 1976 and Ju'y 
1977, together with an 
interest of eight per cent. 

NOCIL 

The dividends declared 
by National Organic Chemi¬ 
cal Industries during the 
past four years from 1971 
to 1974 are entirely exempt 
from tax. 

NOCIL has announced a 
maiden dividend of five per 
cent for 1971,10 per cent 
for 1972 and 12 per cent each 
for 1973 and 1974 amoun¬ 
ting to Rs 60 lakhs, Rs 120 
lakhs, Rs 144 lakhs and 
Rs 144 lalchs respectively. 
This is in the light of the 
Supreme Court judgment 
in the case of Coromandel 
Fertilisers, which has effec¬ 
tively revised the general 
understanding of the law in 
the interpretation of section 
80 K of the Income-Tax 
Act relating to the benefit 
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of tax-exempt dividends to 
shareholders. 

News end Notes 

Production of saleable 
steel at HSCO during the 
first quarter ended March 31, 
went up from 387,200 
tonnes in 1975 to 401,900 
tonnes in 1976, while sales 
declined from 357,100 
tonnes to 356,000 tonnes. 
The value of gross sale 
proceeds from sale of steel 
material including freight 
and excise rose from 
R$ 64.33 crores to Rs 65.44 
crores for the same period. 

The 10-year 6 per cent bonds 
issued by the Agricultural 
Refinance and Development 
Corporation were oversubs¬ 
cribed by Rs 2.5 crores 
against the notified amount 
of Rs 25 crores. The cor¬ 


poration is retaining the 
entire subscription. 

The directors of Bombay 
Dyeing have proposed one 
for five bonus issue, subject 
the sanction of Controller 
of Capital Issues. This is 
the 12th bonus issue since 
the inception of the com¬ 
pany, With the proposed 
issue the residual reserves 
of the company would be 
Rs 5.08 crores which would 
be 97 per cent of the 
enlarged capital. 

In the face of competi¬ 
tion from thread manufac¬ 
turers all over the world, 
Madnra Coats have won a 
large export order from 
Nigeria. The first consign¬ 
ment of around 26 tons of 
cotton embroidery thread 
will be airlifted to Kano, 
Nigeria very soon. 

The present consignment 


worth Rs 13 lakhs is a part 
of the total export order of 
Rs 55 lakhs, to be executed 
by the end of the year 1976. 
The companies products are 
exported to over a dozen 
countries including the UK, 
the USA, West Germany, 
and East and West Africa. 

New Issues 

Nirlon Synthetic Fibres & 
Chemicals Ltd (NIRLON) 
entered the capital mar¬ 
ket for the public issue 
of 7,90,000 equity shares 
of Rs 10 each to be issued 
at a premium of Rs 22.50 
per share. The subscrip¬ 
tion list for the issue 
opened on May 25/ and 
will close at the close of 
banking hours on Friday 
June 4. 

The company started its 
production in December 



COME TO 

VISHNUPUR 


Sae the exquisite terracotta craftsmanship on the 
temples of Vithnupur built during and after the times 
of Bir HBmbir the great Malta Raia. Also nearby era 
the villages o! Kamarpukur and Jairambeti being the 
birthplaces of Shreo Remekrishne end Shreema 
Saradamani. 

Vishnupcr is woli-connected by rad and road. Thera is 
now a direct bus service between Calcutta and Vish- 
mipur covanng a distance of 146 kUomatres. It ia 
43 and 48 kilometres by road from Jalrembati and 
Kamarpukur respectively. 

The Vithnupur Tourist Lodge provides excellent 
accommodation with all amenities. For bookings, 
please contact iho Reservation Counter. West Bengal 
Tourism Development Corporation, 3/2, Benoy-Badal* 
. D.-neth Bagh (East). Calcutta-700 001 or the Manager. 
Tourist Lodge 


For lurthtr mtormciton please contact. 

TOURIST BUREAU 

3/2, Bonoy.Badal-DinMh Baeh (East). McMM-TBO 001 
Phone: 23*211 Oram ; TPAVELTIPl 
Dgpartmsnt ef Tout Ism, > 
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1962 with the pro¬ 
duction of nylon fila¬ 
ment yarn, polyester fila¬ 
ment yarn, tyrecord yam 
and tyre fabrics, and its 
products met with wide¬ 
spread approval in the 
market. As a result of 
the successful operations, 
especially nylon tyrecord, 
the company has been ins¬ 
trumental in saving the 
country a lot of foreign 
exchange. The company is 
also an exporter of artsilk 
and synthetic fabrics, the 
exports of which touched 
a figure of Rs 109 lakhs in 
1975. It is now registered 
as a recognised export 
house. 

The capital from the 
present issue will be uti¬ 
lised by the company for 
its new depolymerisation 
plant costing about Rs 192 
lakhs. This plant will re¬ 
cover caprolactum from the 
yam waste obtained during 
manufacture of nylon yarn. 
In addition, the company 
propose to instal ‘draw 
twisters’ as the balancing 
equipment. 

Andhra Pradesh Steels 
Limited entered the capi¬ 
tal market with a public 
issue of 7,35,000 equity 
shares of Rs 10 each and 
33,000—11 per cent redeem¬ 
able cumulative preference 
shares of Rs 100 each for 
cash at par. The subscription 
list opened on May 25 and 
will close at the close of 
banking hours on June 5. 

The company is setting up 
a plant at Poloncha in 
Khamam district for the 
manufacture of 47,000 
tonnes of MS & HC steel 
billets. The project will 


start from. 100 per cent 
scrap at the beginning but 
will switch-over to raw 
material mix later, consisting 
of 50 per cent sponage iron 
and 50 per cent steel scrap. 
The cost of the project is 
estimated at Rs 535 lakhs 
and is being financed by a 
share capital of Rs 183 
lakhs and term loans aggre¬ 
gating to Rs 352 lakhs 
including Rs 15 lakhs of 
central subsidy. The first 
phase is expected to be com¬ 
pleted by September 1976 
and the complete project 
by the end of 1976. 

Keeping in view the 
potential of the project, and 
the marketability of the 
product, the company, bar¬ 
ring unforeseen circumstan¬ 
ces hopes to make sufficient 
profits. 

Capital and Bonus 
Issues 

Consent has been granted 
to six companies to raise 
capital of over Rs 14 
million. The details were as 
under: 

PMP Auto Industries 
Private Limited, has been 
accorded consent valid for 
there months, to capitalise 
Rs 540,000 out of its general 
reserve and issue fully paid 
equity shares of Rs 100 each 
as bonus shares in the ratio 
of three bonus shares for 
every seven equity shares 
held. 

Modi Rubber Limited, 
Modinagar has been accord¬ 
ed consent, valid for 12 
months, for the issue of 
preference shares of Rs 10 
million to meet a part of 
the over-run in the cost of 


their automobile tyre and 
flaps project. 

Mazda Industrial Chemi¬ 
cals Private Limited, Bombay 
has been accorded consent, 
valid for three months, to 
capitalise Rs 120,300 out of 
its general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus 
share for each equity share 
held. 

M.K. Spindle Manufac¬ 
turers (Private) Limited, has 
been accorded consent, valid 
for three months, to capita¬ 
lise Rs 100,200 out of its 
general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of one bonus 


sham for each equity share 
held. 

The Metal Powder Com¬ 
pany Limited, Sivakasl has 
been accorded consent, valid 
for three months, to capita¬ 
lise Rs 2.4 million out of its 
general reserve and issue 
fully paid equity shares of 
Rs 100 each as bonus shares 
in the ratio of two bonus 
shares for every three equity 
shares held. 

Aditya Mills Limited, 
Kishangarh (Rajasthan) has 
been accorded consent, valid 
for three months to capita¬ 
lise Rs 1.5 million out of its 
general reserve and issue 
fully paid equity shares of 
Rs 10 each as bonus shares 
in the ratio of one bonus 
share for every five equity 
shares held. 


Dividends 

(per cent) 


Name of the company 

Year 

Equity dividend 
declared for 

Current Previous 
year year 

Higher Dividend 




Graphite India 

Dec. 1975 

18 

13 

Hindustan Lever 

Dec. 1975 

18 

15 

Dalmia Cement 

Dec. 1975 

20 

8 

Modella Woollens 

Dec. 1975 

10 

2.8 

BECO Engineering 

Dec. 1975 

6 

Nil 

Same Dividend 




New Great Eastern 




Spinning 

Dec. 1975 

12 

12 

Boots India 

Dec. 1975 

12 

12 

Star Textile 




Engineering 

Dec. 1975 

10 

10 

Reduced Dividend 




Adarsh Chemical 

Dec. 1975 

Nil 

10 

Gaekwar Mills 

Dec. 1975 

5 

12 
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fattUitars Chairman's Spaach 

Inflationary forces lamed thanks to 
government action 

Economy needs a 'swell' of demand 

Rural development must be integrated 
with planned population growth 

^ddireesing the ehsrehotdOMi at the 14th Annuel General Meeting of Coromandel Fertilisers limited 
field on 21 at May, 1876, the Chairman, Or Bharat Ram aaid that the measures taken By Government 
feeding to the new economic discipline have'done much good to the economy, and inflation has 
been curbed. He called for a proper focus on profitable agriculture' in order to achieve sustained 
yields end free the country of food imports. 

The new awareness of nation-building responsibility and the steps taken by Government to give 
substance end meaning to the population policy wora auguries of promise he said and he exhorted 
wider participation and involvement by one and ell in these tasks. 



Chairman. Coromandel Fertilisers ltd. 


ladies and Gentlemen: 

I have great pleasure in welcoming you to the 
14th Annual General Meeting of the Company 
The Directors’ Report and the audited state¬ 
ment of accounts for the year 1975 have 
already been circulated to all of you I am sure 
all of you would be pleased to observe the 
increasingly better performance shnwn by your 
Compjny over the years. The working results of 
test year are all the more creditable since the 
conditions in thr fertiliser industry were diffi¬ 
cult end your Company, in edition, had prob¬ 
lem'. avli ch curtailed production significantly 
Your prod’- , *'t cmt>n";’s to en|oy lngh reputa¬ 
tion which id due not only to its intrinsic 
versatility, but in measure to the marketing 
skills and p'omot-onal work which has secured 
for it wide . cc'pMnrr You will bo pleased to 
know that Government have approved our 
proposal to manufacture Aluminium t-iuoude. a 
product of considerable importance t > the 
industrial economy of our country Wo arc also 
hopeful of geti.r*'; in carl/ approval lor the 
manufacture of Ar.-.on Gas and Ammonia 
Recovery. 

I regret to “..y that power supp'v continues to 
cause us «-i..ictv In 1576 wo \ -oro r.ubtect to 
power cuts karting to considerable loss of 
production, and now again, in the *•.( quarter 
ot 1976 we have lost production due to power 
restrictions. 

I am convinced that only a climate conducive 
to larger investment leading to greater produc¬ 
tion can help generate the momentum that the 
«conomy needs to grow fast and become soil- 
propel ’uv;, (Jtilr-.vi the fiscal and monetary poli¬ 
cies arc orionted to this end. it is difficult to 
gee how sustained and large growth can be 
achieved. It is not surprising, therefore, that 
the tight money policy adopted to curb inflation 
has not achiavod the end which is the increased 
supply of loods tn this connection, what I 
eaid last year bears repetition— that only an 
increase in the availability ot goods can provide 
a long term solution to inflation, rather than a 
containment of demand. Policies of demand 
management should give w*y to create new 
-demand as a spur to merer id production The 
recession experienced in quite o lew indu¬ 
stries today is the unfortunate consequent e of 
overlooking this aspect And I cannot but feel 
disheartened on this score because this has 
come about despite tho presence of many 
favourable factors last year on tho industrial 
scene such as increased agricultural output, 
saw material availability ate. 

I shall resist the temptation to dwell on the 
various aspects of the budget. The intentions 
are clear that Government have come to grips 
with economic realities. The agonising, and 
what threatened to be uncontrollable forces uf 
Inflation, have been tamed end this is a 
positive gam 

Tharo are many merits in the economic pro¬ 
gramme ol the Government. It would bo 
-Churlish on‘ my part to withhold e word of pr.usa 
fromtha architects of policy during the Iasi 18 
months- In these troubled months, we have 
Witnessed e new determined mood, poisod lor 
bold action with unpopular meahs. if nece¬ 
ssary, to achieve growth with stability. The 
July 1974 prescription followed by events 
leading to tho new economic disc phne since 
June 1875 ties done much good to the ciu 
nomy— I was about to say psyche — ol the 
potion. For indeed discipline moulds cha»a«.t"* 
and economic discipline was never more 
ftoceasary or urgent. There ere no shortcuts t«» 
^growth* — the road to recovery is long and 
arduous tp travers#: bur new hop# has been 


aroused and new dynamics have been 
relensed. and it le more rh.m likely that the 
nation, by which I mean all components which 
go to make our country will prov.de tin* will 
end imagination to move forward. 

The 1976 budget has given due recognition to 
the need for correcting or removing ihany of 
the deterrents presently importing investment 
and has introduced many welcome measures 
tike revision ol the personal income-tax rates in 
the higher income brackets to a realistic level, 
investment cilv.vance ic' industry m place of 
Development Rebate. Surtax concessions etc. 
The ici.iJjnci* ot oxc.ji* duty, however, has not 
he *n reduced sign.iicsntly if it had been done 
as .. o>reefed, i* viij'd h<:vc helped in (he 
cr.so of certain industries at least to overcome 
th:- u cjte demand rcce-.smn presently ondan- 
ge.-uig their very burviv.il 
I B'jqgcEt tha' what the ?crno-nv needs urgently 
is a swell' ot demand-veffectivc demand: and 
tnjt a'me cen le.uJ to pc poci.’u. 1 r3,riel 
Tho fall m the pores of food howr.var com¬ 
fortable it niiv *fi»: -...itljce con bong 

in its tr.nl some problems Our procurement 
policy. «.nd priii upport most be geared it 
making farming profitable. Lot us lake note 
that any other policy, i.o-.w> »’r lemming it may 
be on other counts, cen only lead in the ulti 
.m.rly .is ro the r.«.r si tve-r paying more in 
the lormof higher pnres consequent to 
curtailed pr^ducuc.-i • *. . will hurt both th<l 
consumer and the economy which u is intended 
to starve A buoyant aqn» attire v. 1 II senm the 
nation as it releases more purchasing power 
in thn hand'', of the va*;t rural poor leading to 
what l naid earlier .i swell of effective demand* 
and a r qht tocu p > towards a profitable agricul¬ 
ture will make our (.wintry tree from food 
imports and the pvy. -mioijiul and economic 
cost:, such depcndoii-i- for our lood emails 
Given the sm.io-ernnomic imperatives with 
whirh a developing n onorr.y has to contend, 
the growth pain* .irr to -.ome otient inevitable; 
on balance tl-'t'ckiri- I —with ilia new 
awareness m the qu ulcus that matter ol the 
need lor irtve-.nncnt mdui ed growth the 
outlook lor the n nnomi to shake oft the effects 
of temporary sijiin.iiion in certain splteres and 
to surge forward appr.-rs pionusmg ( must 
mention itere iii.n tr-.- rcn-nt liberalisation of 
procedures and rules nl Government m many 
areas cannot but h**lp speed the tempo of 
industrial activity end the helpful attitude being 
shown hy the con- orned Government agencies 
is. in this context, indeed encouraging 
Having shared my »‘iouqhts with you on what 
I believe are som« of the immediate requisites 
for revival of the latent vigour of ihe economy 
l may perhaps, ton' '< on what I teel is the 
industry s irs|xins«biiity in the context of the 
social and ei onom.i renaissance that oui 
national leadership is presently engaged m 
accompli* hinq f »< i-fient mdusinal pcrtoimaiui 
cannot count for m-n fi <f -t is not enlightened 
enough to bring wun u #n increased commit 
men) tb :oc.*' w el hue and serurmo greater 
benefit* to so< i«ty Lnouuh buv been said on 
ihe subiect before, nwverthefcM I wisli to 
stress that a service-onenled attitude must 
assume greater *iqmfican«.a in industrial actions 
so as to bdiu»L 0 the tuolit'motivo A voluntary 
code of condu> t and measure of self discipline 
that wdi temper private gam in the interest of 
public good must at all times be adhered to by 
industry si ifs constituents ran claim to be true 
rnrpuratc- r-iti/e n= 

I now turn to thv prospects ol the fertiliser 
industry m wn.i i. your company is engaged I 
must express my great pleasure at the uniformly 



good production performance of aH the units 
both in the public end private sectors that has 
made it possible for the Government's produo* 
tion target of 1.6 million tonnes of nitrogenous 
fertiliser to be achieved during the year 1976-75, 
It is in this context, that the disturbing trend 
of a drop in consumption which was perceptiMs 
last year has somewhat unnerved even the 
established units and ironically this has happe¬ 
ned when the production record has been an 
all-time high. However, the recent decision to 
subsidise the prices ot fertilisers to the farmer, 
one hopes,will help stimulate the oft-take of 
fertilisers sufficiently. Ultimately, it is only by 
enabling the fertiliser manufacturers to keep 
their raw niste:*a! and olhsr input cods under 
control, can if bo ensured that the fnrtilisor 
prices do rat prrve unoccramie to the farmer. 

Two events of tho year are auguries of promises 
the awareness ct raepensiu- ' y of ration 
building I refer to tha fcjjl theme ot tho 
Indian Science Co. „*ess w*-cro r.c Prasiicnt 
gave e broad sweep of wimt he calls "our 
agricultural assets and li.ibii.ttec'* i-nd sugges¬ 
ted wo persuade ovrsotves to meet with our 
agricultural destiny by •nvolvement •-■rtei ated 
rural development and to cant..' 3 I. ■ f 
‘natural dynanus.r.r' of ll».j ru.-.il poet ti-r.ing 
ttem into rmnn« . far i i« rc-s*. f - -■■ as 
C- M S Swsminnh.vi • avs and if l may use 
it in the context of -.sir < > >h-* -i 'err- ia— 

' our most important -s drew ihe greatest 
benefit from cur e.'iit -t uu”..,i- n. i end 
to limit its further unfjfar.ned growth . Tilts it 
pregnant with mean.*-q ;r.d ^ortei ■ i> f re? -otF 
notable event — ami l.t-re l feel '.peeking fat 
myself and I hO(>e you • 3 '- m, y -jv.' :oat 
for the first time m j .b yrorv. cu: pr.pulalion 
policy has acquired sub-iia'r • .nd- jr i -jr.ee. 
It is one thing to spell out tlie nrncl and out¬ 
lines of policy, however adrn - >’ t * :9ly and 
necossary, and quite another thing to yive it 
coherence, depth and meaning, .-i'it .it.ince 
with the concomitant involvement - this ia th* 
only way leading to implementation. The policy 
is a document a charter And here I plead for 
wider parr-cipation by one and ud — at every 
level and in every segment ol our national lito 
to help trie containment of unplanned popula¬ 
tion growth. i 

far her this year, we were most fortunate in 
havmq one c>< the most distinguished thinkers 
to deliver tho Sixth C oromandel Lecture. Dr W. 
David Hopper, economist, socio-anthropologisV 
and presently the President of the International 
Development Research Centre. Ottawa dati¬ 
ve rod « brilliant and stimulating lecture on *A 
Perspective on India's Food Production.’ This 
is not the place to comment on this thoughtful 
lecture which h.v« roused great interest among 
the various publics who are concerned about 
India s tood problem I commend this to all 
venous studonts ol the agricultural situation of 
Jndi:i As ia customary with ynur Company, tho 
BoriHug Award was presented this year to Dr. 

A B Josiu Director ot I. A. R I for his out¬ 
standing cnniubuiions to Indian agriculture 
and agricultural education. 

There have been no i hanges in the Board and 
it is n the fitness ol things that I should thank 
ell our employees at the Plant, at Delhi and at 
Secunderabad tor their devoted and loyal 
ce operation through the year 
Our promoter companies in the U S. have 
continued to be responsive and have given of 
their co-operation and encouragement very 
freely We are grateful to them. 

Thank you 

Note This doss not purport to 
be a record''of the proceedings of 
the Annus / Generaf Meeting 
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Indo-Pak joint 
statement 

Pursuant to the letter 
written by prime minister 
Zullikar Ali Bhutto on 
March 27, and the reply of 
prime minister Mrs Indira 
Gandhi of April II, the 
delegations of India and 
Pakistan met in Islamabad 
from May 12 to 14, 1976, 
with the objective v>f resum¬ 
ing normalization of rela¬ 
tions between the two coun¬ 
tries as envisaged in the 
Simla Agreement. The 
discussions were held in a 
frank and friendly atmos¬ 
phere. 

His Excellency Mr J.S. 
Mehta, Foreign Secretuiy 
led the Indian delegation. 
He was assisted by repre¬ 
sentatives of the ministries 
of External Affairs, Tourism 
and Civil Aviation, Finance, 
Home Affairs, Railways, 
Shipping and Transport and 
Commerce. The Pakistani 
delegation was led by Mr 
Agha Shahi, Foreign Secre¬ 
tary. He was assisted by 
the representatives of the 
M inistries of Foreign Affairs, 
Railway*. Finance, Com¬ 
munications, Commerce, 
Interior, Information and 
Broadcasting, Law, Aviation 


Division, the departments 
of Civil Aviation, Ports and 
Shipping and Pakistan 
International Airlines Cor¬ 
poration. 

In regard to matters 
relating to civil aviation, 
the two delegations dis¬ 
cussed the modality of with¬ 
drawing the eases and 
counter-claim pending be¬ 
fore the Council of the 
International Civil Aviation 
Organisation and agreed to 
send a joint letter to the 
Council for the purpose. 
They further agreed to the 
resumption of overnights 
and the restoration of air- 
links between the two coun¬ 
tries. ft was decided that 
expert delegations from the 
two countries will meet to 
work out the necessary 
details. 

Two-way Traffic 

The two delegations 
agreed to resume goods and 
passenger traffic by rail 
through the Wagah Attari 
border. In this connection 
the Pakistan delegation 
stated that the rail track on 
its side was already func¬ 
tional. The Indian delega¬ 
tion undertook to carry out 
the necessary repairs on its 
side as soon as possible. 

The two sides recognised 
the advantage that would 


accrue to trade between the 
two countries with the 
resumption of freighting of 
goods by rail. 

It was decided that the 
experts of the two countries 
should meet urgently to 
work out a detailed agree¬ 
ment regarding interchange, 
freight rating, compensation 
claims, custom formalities, 
the creation of a wagon 
pool etc for the goods and 
passenger traffic between 
the two countries. 

Multiple Entry Visa 

The two sides agreed to 
grant multiple journey visas 
valid for one year to the 
members of the railway 
staff operating on scheduled 
on scheduled services along 
the specified route. 

The two delegations agreed 
that goods meant for the 
other county could also be 
transported by road upto 
the Wagah Attari border. 
For this purpose, they 
undertook to make necessary 
arrangements for the tran¬ 
shipment, warehousing, 
bonding and customs 
clearance etc. 

The two delegations dis¬ 
cussed the question of early 
re-establishment of diplo¬ 
matic relations between their 
countries. They agreed that 
each country should be 
represented by an Am¬ 
bassador with supporting 
staff in the capital of the 
other country. In view of 
the problems which had 
been faced in the past in 
the functioning of their 
respective diplomatic mis¬ 
sions, the two delegations 
reaffirmed their adherence 
to the Vienna Convention 
on Diplomatic Relations 


1961 to which they were 
party and agreed on a basis 
of reciprocity, to grant each 
other’s missions all facilities 
and countesies for their 
normal functioning. 

Private Sector 

The two delegations 
reviewed the working of the 
Indo-Pakistan Trade Agree¬ 
ment of January 23, 1975, 
and the Shipping Protocol 
of January 15, 1975. They 
agreed that in terms of 
Article 3 of the Trade 
Agreement, in addition 
to state trading organisa¬ 
tions, the private sector be 
also enabled, with effect 
from July 15, 1976, to 
participate in the trade 
between the two countries 
subject to the laws, rules, 
regulations and procedures 
in force in their respective 
countries from time to time. 

The two delegations also 
agreed that the Joint Com- 
?nittcc envisaged under 
Article 9 of Trade Agree¬ 
ment should be constituted 
immediately to review the 
working of that Agreement 
and that the first meeting of 
the Joint Committee should 
be held at the Commerce 
Secretaries’ level as soon as 
possible and, in any case, 
before the end of 1976. 

The two sides decided that 
a further meeting of the 
respective shipping experts 
should be held, as early a$ 
possible, to review the Pro¬ 
tocol on Shipping as pro¬ 
vided in Article 22 of that 
Protocol. 

The two delegations 
reviewed the existing visa 
agreement for regulating 
travel between the two 
countries. They noted that 
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the arrangements envisaged 
ia that agreement were 
working satisfactorily and 
required no change. 

The two delegations dis¬ 
cussed measures for promot¬ 
ing cultural and scientific 
exchanges as envisaged in 


the Simla Agreement. They 
agreed that futher discus¬ 
sions on these measures 
could be undertaken in due 
course. 

The two sides held dis¬ 
cussions on. the question 


of the detainees and agreed 
that this humanitarian issue 
needed to be resolved 
expeditiously. They also 
agreed to make efforts to 
locate persons still untraced 
and repatriate them with all 
possible dispatch in accord¬ 


ance with the existing work¬ 
ing arrangements. 

The leader of the Indian 
delegation, His Excellency 
Mr J.S. Mehta, was receiv¬ 
ed by the President of the 
Islamic Republic of Pakis¬ 
tan. 


Annual report 
on coal 

T HE coal production in our 
country has gone up by 
22 million tonnes in the last 
two years having risen from 
about 78 million tonnes to 
nearly 100 million tonnes. 
According to the Annual 
Report of the ministry of 
Energy, out of the 100 mil¬ 
lion tonnes of coal produced 
in 1975-76 nearly 89 mil¬ 
lion tonnes of coal was 
contributed by Coal India 
and the balance by Singa- 
reni Collieries and captive- 
mines of Tata Iron & 
Steel Co. and Indian Iron 
& Steel Company. As 
a result of the increase in 
production and also im¬ 
provement in transporta¬ 


tion, the supply of coal to 
the consumers has shown 
remarkable improvement. In 
fact some of the consumers 
have asked for suspension 
of supplies as there was no 
room for stocking further 
quantity of coal. 

The stock of coking 
coal at the steel plants 
had improved enormously 
from three days’ consump¬ 
tion in December 1974 
to over 18 days’ consump¬ 
tion on February 29, 1976. 
On the same date, the stocks 
held by power houses were 
equal to 39 days’ consump¬ 
tion and by cement plants 
23 days’ consumption. 

The production and pro¬ 
ductivity in the coal indus¬ 
try has shown substantial 
increase after the emergency 
which had given a new 
direction and involvement 
of those engaged in the 


coal industry. In pursuance 
of the 20-point programme, 
a 12-point action program¬ 
me was drawn up to incre¬ 
ase production and improve 
productivity and efficiency 
in the coal industry. 

The target for coal pro¬ 
duction in the current 


Name of consumer 


Power House 


Loco 


Steel Plants 


Cement Plants 


Others 

(including internal con¬ 
sumption). 


Total: 


financial year (1976-77) is 
108 million tonnes and this 
will be further raised to 
135 million tonnes by 
1978-79. A total of 10 
projects had been sanctioned 
up to January ’76. In ad¬ 
dition, a large number of 
small schemes were also 
taken up for execution. 


Year 

Dcs- Difference 

patches 

1975-76 

231.57 ( f)27.10 

1974-75 

186.47 


1975-76 

121.26 

(+)5.44 

1974-75 

115.82 


1975-76 

108.29 

(+)18.22 

1974-75 

90.07 


1975-76 

37.08 

(+) 1-47 

1974-75 

35.61 


1975-76 

244.76 

(4)21.00 

1974-75 

223.76 


1975-76 

724.96 

(4)73.23* 

1974-75 

651.73 



Table I 

Production of Coal by Major Coalfields 

(In million tonnes) 


Year 

W. 

Bengal 

Bihar 

Outly¬ 

ing 

Total 

1970-71 

18.61 

33.82 

20.52 

72.95 

1971-72 

17.31 

32.61 

22.50 

74.42 

1972-73 

19.37 

33.77 

24.08 

77.22 

1973-74 (P) 

19.38 

33.48 

25.31 

78.17 

1974-75 (P) 

21.12 

36.93 

30.36 

88.41 

1975-76 (E) 

23.67 

41.25 

34.96 

99.88 


E=Entimated P=Provisional 

Source: Office of the Coal Controller. 


Table 11 

Consumer-wise Despatch of Coal by CIL/BCCL/During 
1975-76 As Compared to 1974-75 (April to January) 

(Provisional) 
(In lakh tonnes) 
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These projects along with 
other projects sanctioned 
since April 1974 will ulti¬ 
mately contribute to an 
increased production of 27 
million tonnes at an estima¬ 
ted investment of Rs 1550 
million. The contribution 
of these projects in 1978-79 
would be about 11 million 
tonnes. In addition to coal 
mining projects, two wash¬ 
ing projects were also sanc¬ 
tioned for bencficiating cok¬ 
ing coal to meet the require¬ 
ments of steel plants. 

A low temperature carbo¬ 
nisation plant at an esti¬ 
mated cost of 203 million 
rupees was sarciioncd dur¬ 
ing the year and is to be 
located at Dankuni near 
Calcutta. The plant will 
produce about 0.37 million 
cubic metres of coal gas, 
about 1,000 tonnes of soft 
coke and 110 tonnes of tar 
per day. 

Coal Dumps 

Coal India Ltd has start¬ 
ed six coal dumps in UP at 
Lucknow, Varanasi, Gorakh¬ 
pur, Agra, Meerut and 
Kanpur to meet the require¬ 
ments of small scale in¬ 
dustries and the brick kilns. 
Two more dumps have been 
setup at Saharanpur and 
Bareilly to cater to the 
needs of the soft coke con¬ 
sumers in hilly areas. The 
feasibility of the Depart¬ 
ment of Coal taking over 
the responsibility for distri¬ 
bution is under examination. 

In view of the easy 
availability of rail wagons, 
some non*$ponsored move¬ 
ment of coal and coke 
had also been under- - 


taken by the Railways 
after meeting the sponsored 
demands. During 1975-76, 
by and large, all the de¬ 
mands of coal were met in 
full and the consumers had 


adequate stocks with 
them. 

696,000 tonnes of coal 
was expected to be exported 
to Bangladesh, Burma and 
Sri Lanka during 1975-76. 

Tablb III 


Progress had also been 
made in substitution of 
petroleum products by coal 
during the year under review. 
Two units of Trombay 
power station and one unit 


Details of Fatal Accidents in Public Sector Coal Companies 


Name of the company 


Bharat Coking Coal Ltd. 

Eastern Coalfields Ltd. 

Central Coalfields Ltd. 

Western C alfield; Ltd. 

Assam Coalfields Area 
Singareni Collieries Co. Ltd. 

Total 


•Provisional 


No. of persons killed in 
fatal accidents 


1973 

1974 

1975 


50 

53 

74 


41 

56 

56 


28 

23 

31 


43 

59 

73 


2 

2 

1 


19 

19 

35* 


183 

211 

270 



Table IV 

Details of Serious Accidents in Public Sector Coal Companies 


Name of the company 


No. of persons injured 
in serious accidents 



1973 

1974 

1975 

Bharat Coking Coal Ltd. 

Eastern Coalfields Ltd. 

Central Coalfields Ltd. 

Western Coalfields Ltd. 

Singareni Collieries Co. Ltd. 

Assam Coalfields Area 

373 

262 

137 

569 

343 

14 

377 

172 

143 

642 

417 

14 

249 

289 

123 

539 

566 

23 

Total 

1698 

1744 

1871 
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of Ahmedabad *C station 
and Barauni power station 
had changed over front oil 
firing to coal firing. It is 
estimated that with increased 
supply of coal to power sta¬ 
tions, 0.5 million tonnes of 
furnace oil had been saved 
during the last year. 

Substitution of oil by coal 
had atso made progress in 
the cement industry. The 
coal allocation for this indus¬ 
try was raised from 455,000 
tonnes to 510,000 tonnes 
per month. It is estimated 
that 2.3 million tonnes of 
additional coal had been 
made available to major 
sectors where substitution 
had taken place and this 
had resulted in saving one 
million tonnes of furnace 
oil. 

Housing Programme 

After the nationalisation 
of coal mines 11,705 houses 
had been constructed for 
miners and of these 6000 
houses were constructed in 
1975. Another 18,236 houses 
arc now under construction 
and are expected to be com¬ 
pleted during 1976. The 
total cost of these houses 
would be over Rs 300 mil¬ 
lion. The nationalised coal 
companies have been spend¬ 
ing over 40 million rupees 
annually for providing me¬ 
dical facilities to the coal 
workers. Cooperatives sto¬ 
res and fair price shops had 
also been opened for sup¬ 
plying foodgrains and 
essential commodities to 
the workers and cooperative 
credit societies were being 
started and reactivised to 
relieve the workers from the 
clutches of the money¬ 
lenders. 


Table V 


List of Major Coal Mining Projects Sanctioned During 1974-75 and 1975-76 (Upto January 1976) 


Name of the Project 

Capital 
Outlay (Rs. 
in crores) 

Capacity 
(in million 
tonnes) 

Production 

in 1978-79 
(in million 
tonnes) 

(1) 

(2) 

(3) 

(4) 

1974-75 Kusmunda-l 

17.13 

1.50 

_. 

Bhatagon 

10.41 

J.00 

0.13 

Shobhapur 

10.60 

0.95 

0.30 

Central Saudna 

3.32 

0.70 

0.70 

Nandan 

7.54 

0.60 

0.20 

Mahabir 

1.83 

0.90 

0.90 

Tipong 

0.04 

0.47 

0.47 




(in 1979-80) 

Borgolai 

2.86 

0.44 

0.40 

Giridih 

0.47 

0.36 

0.36 

Kcrtda 

2.18 

0.34 

0.34 

Bonjamohari 

2.49 

0.45 

0.38 

Giridih (Opencast) 

2.29 

0.30 

0.30 

Kumardihi 

0.82 

1.00 

0.61 

West Jharakhand 

2.87 

0.54 

0.30 

West Barakar 

2.38 

0.40 

0.40 

Bhadra 

2.17 

0.36 

0.18 

Dalurband 

1.06 

0.58 

0.50 

Hutar 

0.40 

0.14 

0.12 

Ara 

0.90 

0.90 

0.50 

Tb-River 

0.85 

0.14 

0.12 

Total 

76.61 

12.07 

7.21 

1975-76 Chinakuri 

8.43 

1.00 

0.76 

Kedla 

9.75 

1.00 

0.50 

Rajgamar 

9.58 

0.72 

0.10 

New Chachai (Amlai) 

4.05 

0.50 

0.42 

Nakrakonda 

3.78 

0.75 

0.20 

Begunia 

4.86 

0.36 

0.14 

Junkundar 

3.69 

0.36 

0.36 

Bhurungia 

3.65 

0.30 

0.17 

Sudamdih 

1.98 

0.27 

0.27 

West Chirimiri 

3 63 

0.60 

0.51 

Total 

53.40 

5.86 

3.43 
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Table VI 


Production, Despatch and Stocks of Coal from 1970-71 Upto 1975-76 


(In million tonnes) 


Year 


Production 



Despatch 


Closing stock 


Coking 

Non¬ 

coking 

Total 

Coking 

Non¬ 

coking 

Total 

Coking 

Non¬ 

coking 

Total 

1970-71 

17.82 

55.13 

72.95 

15.18 

47.07 

62.25 

2.17 

7.38 

9.55 

1971-72 

16.75 

55.67 

72.42 

15.31 

50.21 

65.52 

1.64 

6.18 

7.62 

1972-73 

16.62 

60.60 

77.22 

14.63 

55.53 

70.16 

1.43 

4.79 

6.22 

1973-74 (P) 

15.77 

62.40 

78.17 

14.28 

54.31 

68.59 

0.85 

5.80 

6.65 

1974-75 (P) 

20.96 

67.45 

88.41 

18.30 

60.66 

78.96 

1.72 

5.76 

7.48 

1975-76 (E) 

22.11 

77.77 

99.88 

18.68 

75.42 

94.10 

2.30 

9.67 

11.97 

p=Provisional 

E=Estimated 












Source : 

Office of the Coal Controller and Coal India Limited. 





Table VI i 








Performance of Washeries under Department of Coal 












(In million tonnes) 





Target of 



Producton during 


Name of organisation/washery 



production of - 



— 






during 

1973 

-74 

1974-75 

1975-76 





1975-76 



(Provisional) (April, 

1975 to 









Jan. 1976) 


1. Kargali 

1.60 

1.37 

1.45 

1.40 

2. Kathara 

1.00 

0.65 

0.80 

0.80 

3. Sawang 

0.35 

0.22 

0.29 

0.38 

4. Gidi 

0.30 

— 

0.12 

0.28 

5. Digwadi 1 & II ) 


1.34 

1.55 

1.52 

6. Bhojudih > 

4.23 

1.27 

1.63 

1.59 

7. Patherdih 1 


0.75 

0.83 

0.82 

8. Lodna 

— 

0.20 

0.22 

0.19 

9. Nowrozabad 

N.A. 

N.A. 

N.A. 

N.A. 
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RECORDS & STATISTICS 


Swaran Singh 
panel report 

The following is the text 
of the report of the Swaran 
Singh Committee set up by 
the Congress president, to 
suggest amendments to the 
Constitution. 

The tentative proposals 
formulated by the Com¬ 
mittee for Amendment of 
the Constitution were cir¬ 
culated to all the Congress 
Chief Ministers and pradesh 
Congress committee presi¬ 
dents for ascertaining their 
views. 

The committee held dis¬ 
cussions on the proposals 
with members of the Con¬ 
gress Party in Parliament 
on May 10,11, 12 and 14, 
1976. 

Diverse Views 

The committee invited the 
Bar Associations of the 
Supreme Court and all the 
high courts to send their 
representatives for eliciting 
their views on the propo¬ 
sals. The Supreme Court 
Bar, the AU-India Bar, the 
Bar Councii of India, and 
the bars and bar councils 
of several high courts res¬ 
ponded to the invitation. 
Their representatives met 
the committee from May 
17 to May 20, 1976, and 
there was a free and frank 
exchange of views on the 
different aspects and impli¬ 
cations of the Committee’s 
proposals. A few indivi¬ 
duals, including Mr P. K. 
Tripathi, Member, Law 


Commission and Mr Ramrao 
Adik, Advocate-General of 
Maharashtra, and represen¬ 
tatives of organisations 
interested in the legal and 
constitutional studies also 
met the committee. 

The tentative proposals 
received wide notice in the 
press and in public forums 
and several newspapers edi¬ 
torially commented on them 
and some carried special 
articles. A large number 
of written memoranda and 
opinions have been received 
from individuals, professio¬ 
nal bodies etc. 

Rewarding Exchange 

The committee has given 
earnest attention and care- 
full thought to the several 
views expressed. The discus¬ 
sions with members of Par¬ 
liament and the representa¬ 
tives of the bar have been 
particularly rewarding. They 
have greatly assisted the 
committee in clarifying its 
own throughts and views 
and have influenced it to 
some extent in modifying 
some of its earlier tentative 
proposals. The committee’s 
recommendations set out 
below are made in this 
background. 

In making these recom¬ 
mendations, the committee 
has kept before it certain 
important objectives. Our 
Constitution had function¬ 
ed without any serious im¬ 
pediment during the past 
26 years and more. While 
this is so, difficulties have 
been thrown up from to time 
time in the interpretation of 
some of its provisions, more 
particularly where they con¬ 


cern the Right of Parliament 
to bethemost authentic and 
effective instrument to give 
expression and content to 
the sovereign will of the 
people. 

Three Pillars 

It is the scheme of 
the Constitution that the 
three main pillars of our 
parliamentary democracy, 
namely, the Legislature, the 
Executive and the Judiciary 
have to function harmoni¬ 
ously if we are to achieve 
our desired objectives of 
securing to all citizens 
justice, social, economic 
and political. Ours is a dy¬ 
namic, moving and chang¬ 
ing society, and the need 
to quicken the pace of 
socio-economic progress of 
our people has never been 
more urgent. Some of the 
amendments to the Consti¬ 
tution that we have propos¬ 
ed have been conceived in 
this spirit 

The committee would 
like to emphasize that 
the respect of the people 
for the three organs of 
our democracy and their 
confidence in these organs 
have to be sustained and 
strengthened. An attempt 
has been made to clarify 
and define, where possible, 
with greater precision their 
respective functions in the 
light of the experience 
gained, so that our demo¬ 
cratic institutions may work 
smoothly in an atmosphere 
of complete understanding. 

I. System of Government: 
The parliamentary system is 
the best suited to our coun¬ 
try, and it is unnecessary 


to abandon it in favour of 
the presidential or any 
other system. In a vast 
country like India, with the 
kind of regional diversity as 
we have, the parliamentary 
system preserves best the 
unity and integrity of the 
country and ensures greater 
responsiveness to the voice 
of the people. 

II. The Preamble: The 
committee is of the opinion 
that the concepts of Secular¬ 
ism and Socialism should 
be clearly spelt out in the 
Constitution. It is accor¬ 
dingly recommended .that 
the preamble should be 
amended by substituting the 
expression “Sovereign, De¬ 
mocratic, Secular, Socialist 
Republic” for Sovereign 
Democratic Republic”. It 
is also proposed that the 
words “and integrity” 
should be inserted after the 
word “unity". 

Supreme Law 

III. Amendment of the 
Constitution: The consti¬ 
tuted power of Parliament 
to amend the Constitution 
as provided in Article 368 
should not be open to ques¬ 
tion or challenge. The 
Constitution is the supreme 
law of the country and any 
amendment thereof is as 
much a fundamental law as 
is the rest of the Constitu¬ 
tion, Though the language 
of Article 368, as it stands 
at present, is clear and 
categoric, it is considered 
necessary that the matter 
should be placed beyond 
doubt. It is accordingly 
proposed that a new clause 
may be inserted in Article 
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368 to the effect that any 
amendment of the Constitu¬ 
tion, passed in accordance 
with the requirements speci¬ 
fied in that article, shall 
not be called in question 
in any court on any ground. 

IV. Power of Judicial 
Review: 

(1) Constitutional Validity 
of Laws: Article 13 of the 
Constitution expressly pro¬ 
hibits the making of any 
law which may be inconsis¬ 
tent with or in derogation 
of any of the fundamental 
rights, Articles 32 and 226 
confer power on the 
Supreme court and the high 
courts respectively for the 
enforcement of fundamental 
rights. The legislative 
power of the union Parlia¬ 
ment and the state legis¬ 
latures is contained 
primarily in Articles 245 
and 246. 

Validity of Law 

The constitutional validity 
of a law may be challenged 
on the ground that the 
subject-matter of the legis¬ 
lation is not within the 
competence of, the lagisla- 
ture which has passed the 
law or that the law or some 
provision there of is re¬ 
pugnant to a provision of 
the Constitution. The vali¬ 
dity of a law can also be 
challenged on the ground 
that it infringes one of the 
fundamental rights con¬ 
tained in the Constitution. 

At present, the constitu¬ 
tional validity of a law, 
whether central or state, 
may be challenged in any 
high court or in the 
Supreme Court. The com¬ 
mittee is of the opinion 
that the Constitution should 


be suitably amended so as 
to provide that the consti¬ 
tutional validity of a 
central taw and any rule, 
regulation or bye-law made 
thereunder may be chal¬ 
lenged only in the Supreme 
Court. The constitutional 
validity of any state law 
and any rule, regulation 
or bye-law made under that 
law may be challenged 
in the high court having 
jurisdiction in the matter, 
with a right of appeal to the 
Supreme Court. 

Two-third Majority 

Where in a case the con¬ 
stitutional validity both of a 
central law and a state law is 
challenged, the questions of 
law involved may be decided 
only by the Supreme Court. 
The number of judges of the 
Supreme Court who are to 
sit for the purpose of decid¬ 
ing any case involving a 
question of constitutional 
validity of a law shall be not 
less than seven, and the 
decision of the court declar¬ 
ing a law invalid must 
have the support of not 
less than two-thirds of the 
number of judges constitut¬ 
ing the bench. The number 
of judges of a high court 
for the same purpose shall 
be not less than five, and the 
decision of the court declar¬ 
ing a law invalid must be 
supported by not less than 
two-thirds of the number of 
judges constituting the 
bench. In a high court 
where the total number of 
judges is less than five, the 
full court shall sit, and the 
decision as to invalidity of a 
law should have the support 
of the whole court. 

The committee would like 


to observe that normally it 
should be presumed that 
Parliament or a state legis¬ 
lature will take due care to 
ensure that any law passed 
by it will be strictly in con¬ 
formity with the provisions 
of the Constitution. It is 
for the executive as well as 
for Parliament and state 
legislatures to devise suit¬ 
able agency in this regard. 

(2) Article 226 : The 
words “for any other 
purpose” in article 226 have 
given very wide powers to 
the high courts in the 
matter of writ jurisdiction. 
While the jurisdiction 
conferred on the Supreme 
Court is restricted to the 
enforcement of fundamental 
rights, the high courts have 
been given power to issue 
directions, orders or writs 
not only for the enforcement 
of fundamental rights but 
also for any other purpose. 
The words ‘‘for any other 
purpose” have given the high 
courts an extraordinary 
jurisdiction which the 
Supreme Court does not 
enjoy. 

Precise Limits 

Experience has shown 
that it has not been possible 
to define, or to ascertain, 
with any degree of certainty, 
the precise limits of this 
extraordinary jurisdiction, 
it was, however, represented 
to the committee very force¬ 
fully that the existence of 
these words in Article 226 
had proved to be the real 
constitutional safeguard for 
a citizen against what was 
broadly described us 
“bureaucratic excesses”. It 
is of interest to point out 
in this connection that in 


1954 a special sub-committee 
appointed by the Congress 
working committee pre¬ 
sided over by Mr Jawaharlal 
Nehru, made the following 
recommendation, which the 
working committee accept¬ 
ed at its meeting held on 
May 22, 1954: 

Right to issue directions, 
orders, or writs should be 
restricted to cases in which 
there has been substantial 
failure of justice or where 
public interest so requires. 
Delete “for any other pur¬ 
pose” from the last sentence 
of Article 226(1). 

No Change 

One of the suggestions put 
forward to the committee 
was that if this power 
enjoyed by the high courts 
at present in regard to 
citizens’ complaints against 
administrative abuses or 
excesses is to be taken away, 
a tribunal somewhat on 
the French model may be 
constituted to deal with such 
complaints and provide 
appropriate remedies. Ihe 
committee feels that while 
this suggestion has certain 
undoubted merits, it may not 
be possible to adopt it at 
this stage as we have not yet 
developed a system of 
administrative law. 

The committee has consi¬ 
dered the matter at great 
length. Keeping in view 
the recommendations of the 
special sub-committee bead¬ 
ed by Mr Jawaharlal Nehru 
and having regard to the 
several points of view ex¬ 
pressed, the committee 
would recommend the 
amendment of Article 226 in 
the following manner: 

(i) The words “and for 
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any other purpose" may be. 
drfotcd* 

(ii) The existing power 
of the high courts to issue 
writs for the enforcement of 
fundamental rights will 
continue. A new clause may 
be inserted in Article 226 to 
the effect that the power 
conferred by Clause (1) of 
that article to issue direc¬ 
tions, orders or writs to any 
government, authority or 
person may also be exercised 
by any high court in cases 
in which there has been a 
contravention of any pro¬ 
vision of the Constitution 
other than any fundamental 
right enumerated in part III, 
or the contravention of any 
provision of a statutory law, 
where such contravention 
has resulted in substantial 
failure of justice. The exer¬ 
cise of this power should 
however, be subject to the 
proviso that where an alter¬ 
native remedy is available 
under the Constitution or 
any provision of a statutory 
law, no such direction, 
order or writ shall be 
issued. 

No Interim Stay 

(iii) Another new clause 
may be added to provide 
that a court empowered to 
issue a writ under this article 
shall not issue any interim 
stay or injunction or any 
other such interim order 
unless prior notice of the 
proposal to move the court 
in that behalf is served on 
the respondent and copies 
of all documents in support 
of the plea for stay or 
injunction or any other such 
interim order are filed in the 
court and served on the 
opposite party and opportu¬ 


nity given to the respondent 
to be. heard. 

(3) Service Matters: Ad¬ 
ministrative Tribunals may 
be set up both at the state 
level and at the centre to 
decide cases relating to 
service matters. These 
tribunals shall be constituted 
under a central law. 

Labour Tribunal 

(4) Industrial and Labour 
Disputes: Provision may be 
made for setting up an All- 
India Labour Appellate 
Tribunal to decide appeals 
from labour eourts and 
industrial courts. 

(5) Matters Relating to 
Revenue, Land Reforms, Pro¬ 
curement and Distribution of 
Foodgralns and other Essen¬ 
tial Commodities: Disputes 
relating to the following 
matters shall be decided by 
tribunals. 

(i) Any matter concerning 
the revenue or concerning 
any act ordered or done in 
the collection thereof. 

(ii) Any matter relating to 
land reforms, ceiling on 
urban property, and pro¬ 
curement and distribution 
of foodgrains and other 
essential commodities. 

In regard to the matters 
specified in (3) (4) and (5) 
above the writ jurisdiction 
of the Supreme Court urfder 
Article 32 and of the high 
courts under Article 226 
shall be excluded. 

The relevant statutes 
governing these matters will 
also make specific provision 
excluding the jurisdiction of 
courts over such matters. 
The right to apply for special 
leave under Article 186 of 
the Constitution from the 


decision of any tribunal 
shall however remain. 

* lathe matter of consti¬ 
tuting tribunals referred to 
above, it should be ensured 
that they inspire confidence 
among all concerned and 
that the members are persons 
of high standing possessing 
special knowledge and ex¬ 
perience in the respective 
fields. The tribunals should 
not be single-member tribu¬ 
nals. The objective should 
be that the matters going 
before these tribunals are 
decided fairly and expe¬ 
ditiously. 

(6) Election Matters : No 
writ shall lie in relation to 
election matters. 

(7) Article 227: Reference 
to tribunals in Article 227 
should be omitted. 

Scope Enlarged 

V. Directive Principles: 
Article 31G provides that 
no law giving effect to the 
directive principles specified 
in Clause (b) or Clause (c) 
of Article 39 shall be deem¬ 
ed to be void on the ground 
that it contravenes Articles 
14, 19 or 31. It is proposed 
that the scope of the present 
Article 31C should be wid¬ 
ened so as to cover legis¬ 
lation for implementation of 
all or any of the directive 
principles enumerated in 
Part IV of the Constitution, 
and that such legislation 
should not. be called in 
question on the ground of 
infringement of any of the 
fundamental rights contained 
in Para III. Provision should 
however, be made that no 
such law shall affect the 
special safeguards or rights 
conferred on the minorities, 
or the scheduled castes, the 


scheduled tribes or other 
backward classes under the 
Constitution. 

VI Disqualification for 
Membership: (1) Under 
Article 71 and ?29A of the 
Constitution, disputed elec¬ 
tions in relation to the 
offices of President, 
Vice-President, Prime Mini¬ 
ster and Speaker, are to 
be decided by an authority 
or body to be created by a 
law of Parliament. It is felt 
that the Constitution should 
provide for another body or 
authority to determine all 
questions of disqualification 
(including the period of 
such disqualification) of 
members, both of Parliament 
and of state legislatures. 
This body or authority may 
consist of 9 members, 3 each 
from the Rajya Sabha and 
Lok Sabha and 3 to be 
nominated by the president. 
At present, this power is 
exercised by the president/ 
governor after consulting 
the Llection Commtsion and 
in accordance with the 
Commission’s advice. 

Legal Disability 

(2) Artie’e 102(1) (2) and 
Article 191(1) (a) in the 

case of members of state 
legislatures may be amend¬ 
ed so as to provide that a 
person shall be disqualified 
for being chosen as. and for 
being, a member of either 
Home of Parliament (or 
either house of a state le¬ 
gislature) if he holds any 
office or profit under gov¬ 
ernment declared by Parlia¬ 
ment (or by the stale legis¬ 
lature in respect of its mem¬ 
bers) by law to disqualify 
its holder for such member¬ 
ship. The existing position 
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has led to a great deal of 
uncertainty. 

VXI. Emergency: Article 
352: This Article may be 
amended so as to clarify 
that the president may, if he 
is satisfied, make a declara¬ 
tion of emergency restricted 
in scope to such part of the 
territory of India as may be 
specified in the proclama¬ 
tion. Provision may also 
be made to enable the presi¬ 
dent to lift the emergency 
from any part of the terri¬ 
tory of India where emer¬ 
gency has been pro¬ 
claimed. 

VIII. Centre-State Co- 
ordination: (1) Agriculture 
and Education are subjects 
of prime importance to the 
country's rapid progress 
towards achieving desired 
socio-economic changes. 


The need to «*olve all-India 
policies in relation to these 
two subjects cannot be 
over-emphasised. It is, 
therefore,' suggested that 
Education and Agriculture 
should be placed in the 
concurrent list. It may be 
clarified that the adminis¬ 
tration of these subjects 
will remain with the state 
governments. 

(2) The centre’s help is 
often sought when there is 
a grave situation of law and 
order in a state. If the 
Centre is to be able to ren¬ 
der help effectively to the 
States in such situations, it 
should have the power to 
deploy police or other simi¬ 
lar forces under its own 
superintendence and con¬ 
trol in any state. Suitable 
provision may be made in 


the Constftutiort for this 
purpose. Generally, however, 
the centre should consult 
the states, if possible, 
before exercising this 
power. 

IX. General: (1) Some of 
the proposals made by the 
committee involve conse¬ 
quential amendments to 
other provisions of the 
Constitution. Similarly, pro¬ 
posals regarding the vesting 
of exclusive jurisdiction in 
regard to certain matters in 
tribunals will involve 
amendment of the relevant 
statutes. Suitable provision 
will also have to be made 
regarding pending suits in 
courts. 

(2) The committee feels 
that certain other provisions 
of the Constitution may 
need amendment to meet 


some administrative or pro¬ 
cedural requirements. There 
are also provisions in the 
Constitution which have, 
become obsolete or redun¬ 
dant and may therefore be 
deleted. Separate proposals 
will be made in this 
behalf. 

(3) In the course of the 
committee’s deliberations 
the subject of judicial 
delays was brought up very 
prominently. The commit¬ 
tee would like that govern¬ 
ment and the judiciary 
should give serious and 
urgent attention to this and 
devise effective measures to 
remedy the situation. Pro¬ 
tracted judicial processes 
may often result in denial 
of justice, apart from the 
heavy cost to the affected 
parties. 
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Art exercise in accounting 

Thc annual Plan for 1976-77 finalised recently by the Planning Commission has 
an element of boldness about it. The mark-up in outlay by 31.4 per cent—from 
Rs 5,978 crores in 1975-76 to Rs 7,852 crores in the year under reference—indi¬ 
cates a departure from the timid and hesitant approach adopted in the first two 
years of the fifth Plan period, thanks to the invigorating trends witnessed in 
major sectors of the economy. In order to attain the target of Rs 37,250 crores 
for the fifth Plan period as envisaged in the draft of the Plan document, the 
outlay for 1977-78 and 1978-79 will have to be equal to the cumulative total of 
the outlays for the first three years of the Plan period. It may not be difficult 
to reach this monetary goal but, in real terms, the level of the content of the 
Plan would still be significantly lower than what was stipulated in the draft of 
the Plan primarily because of the erosion caused by the inflationary tendencies. 

The Planning Commission proposes to complete the final version of the 
fifth five-year Plan within the next two months fully aware that it would have 
no option but to present to the nation a very much truncated plan. Exercises 
currently being undertaken in Yojana Bhavan attempt to make a reasonable 
forecast of shape of things to come till the end of 1978-79, taking the contours 
of the plan for 1976-77 as the base. The real challenge lies in the raising of 
resources from those sectors of the economy which have been dragging their 
feet. The bumper harvests and price-support policies have inflated rural 
incomes but the rural rich have borne a lighter tax burden so far. There is 
urgent need to raise the irrigation rates so that the rich farmers who profit by 
the irrigation facilities provided by the state pay for them adequately and do 
not continue to be a burden on the state finances. Thc revisions in irrigation 
rales made so far by the states have been perfunctory. The same policy needs 
to be applied to the state electricity boards which have incurred losses year 
after year due to their low tariffs. 

It is true that “the planners have been helpless spectators of the economic 
scene without initiative or influence over economic policy-making or the manage¬ 
ment of the economy” as stated by Indian Express in a recent editorial but the 
leader-writer in this daily paper struck a naive note when it demanded of the 
Planning Commission to offer “some new policy approaches or guidelines”. It 
it not essential for the Planning Commission to coin new guidelines with the 
publication of each annual Plan. Thc objectives of planning and thc policies to 
be pursued were stated by the Planning Commission in the draft of the fifth 
Plan. Thc annual Plan for 1976-77 re-emphasised them keeping in view thc 
altered circumstances since the middle of last year. 

For instance, the Plan for 1976-77 stressed thc importance of major and 
minor irrigation (including flood control) by raising thc outlay by 46.7 per cent 
from Rs 468 crores in 1975-76 to Rs 687 crores in thc year under reference. 
Equal importance was given to fertilisers whose outlay was raised by 43.1 per 
cent from Rs 304 crores to Rs 435 crores. Power (including rural electrification) 
was allocated Rs 1453 crores recording an increase of 31.9 per cent. All these 
sectors are central to the development of agriculture which continues to hold 
the key to our prosperity. Despite the sharp increases in outlay in these priority 
areas, the target for foodgrains production at 116 million tonnes is a cautious 
one as, according to latest estimates, the output of foodgrains in thc year-ended 
June 30, 1976, is expected to be of the same order. Thus, the country is not 
in need of any new guidelines; what is required is the determination to imple¬ 
ment the measures already initiated. Any failure on this score would impose 


a heavy burden on the economy. Whether 
we like it or not, agriculture in our 
country is a gamble in monsoons. The 
efforts made so far have reduced the 
extent of the gamble but the reduction 
has not been big enough to impart con¬ 
fidence; hence the top priority to 
irrigation and power. 

The annual Plan has rightly accorded 
a high priority to price stability. The 
upward movement of the price index 
in April has unexpectedly hoisted a 
danger signal. The increased outlay of 
the Plan cannot but import strength to 
the demand pull but the best course 
open to us is to meet it by increased 
domestic output, especially of the 


Bokaro and 


It will be presumptuous to assume 
that the recent formal commissioning 
by the prime minister of the hot 
strip mill of Bokaro means that the 
first 1.7 million tonnes ingot-making 
stage of this four-million-tonne giant 
public sector integrated steelworks — 
fourth in chronological order—has 
been completed. Several units of this 
stage still remain to be commissioned. 
They include the cold rolling mill, the 
hot rolled sheets and coils finishing 
section, the. strip mill with second 
reheating furnace, the refractory mass 
and powder shop under the refractory 
material plant, the second coke oven 
battery, the by-products plant, the 
second sinter band, the second and 
the third blast furnaces, the third and 
the fourth convertors and some auxilary 
units of the first steel melting shop, 
the fourth turbo blower and the slab¬ 
bing mill with six groups of soaking 
pit. All these units are expected to 
be put on stream by the time the cold 
rolling mill is commissioned in Decem¬ 
ber next. One unit, namely, the third 
blast furnace, however, is anticipated 
to be ready only by April next year. 
Thus, the first stage of Bokaro would 


essential goods of mass consumption. 
The rising food stocks, the comfortable 
foreign exchange position and the pick¬ 
up in industrial production are all 
expected to ensure price stability but 
complacency in this regerd could be 
harmful. Steps will also need to be 
taken to reduce the margins of profit 
at the retail level wherever they tend to 
be excessive. In big cities particularly, 
the retail prices of fruits, vegetables 
and other perishables tend to be 
violently disparate in different areas 
causing unwarranted pressure on 
family budgets. Increased attention 
therefore, needs to be paid to the 
retail distribution system in urban 
areas. 


thereafter 


be fully commissioned only about 11 
months hence — approximately six 
years behind schedule. 

The inordinate delay in the commis¬ 
sioning of this stage inevitably has 
had its impact on the construction cost 
of the project. The first stage is now 
expected to cost as much as Rs. 941 
crores, including the expenditure on 
off-side facilities, as against the first 
formally approved estimate of Rs 758 
crores. For correctly appreciating the 
capital cost of this stage, however, 
allowance has to be made that a good 
deal of work on the expansion of the 
project to four million tonnes or slight¬ 
ly more would have been carried out 
by the time the first stage is completed 
next year, leaving an expenditure of 
about Rs 950 crores to be incurred for 
adding nearly 2.7/3 million tonnes 
capacity. This is due to the fact that 
the work on raising the capacity to 
four million tonnes or slightly more 
was taken up simultaneously with the 
execution of the 1.7 million tonnes 
stage. Till lately, nearly 99.8 per cent 
of the concrete and RCC work, 98.6 
per cent of structurals work, 90 per 


cent of mediadical equipment task, 92 
per cent of electrical equipment woric 
and 92.2 per cent of refractories work 
of the 1.7 million tonnes stage had 
been completed along with slightly 
over 36 per cent of concrete and ROC 
work, 22 per cent of structurals work, 
15 per cent of refractories work, and 
about 5 per cent each of the mechani¬ 
cal and electrical equipment tasks of 
the four million tonnes stage. Substan¬ 
tial progress is envisaged to be made 
for the establishment of the four- 
million-tonne capacity during the 
current financial year. 

unavoidable delays 

The reasons for the delay in commis¬ 
sioning the first stage, of course, are 
not far to seek. To some extent, they 
were inherent in the decisions to set 
up a gigantic steelworks in an inacces¬ 
sible area and to depend upon indi¬ 
genous suppliers of equipment and 
machinery to a considerable extent. 
Then, there were the overall constraints 
of availability of construction materials 
—cement, steel, industrial gases, , etc. 
Some delays in the receipt of detailed 
documentations from the Soviet Union 
— the collaborators in the project — 
on the basis of which the domestic 
suppliers of equipment and machinery 
were to plan their manufacturing pro¬ 
grammes — for the first time in the 
country — also complicated matters. 
There were as well some slippages in 
placing orders for equipment from the 
Soviet Union. In fact, the commission¬ 
ing schedule of the first stage had to 
be revised several times. 

Some of the above constraints, parti¬ 
cularly the non-receipt according to 
the schedules laid down of equipment 
data from the USSR for the supplies 
to be procured indigenously, slow rate 
of fabrication and supply of even struc¬ 
tures for the second steel-melting shop 
and delay in finalisation of orders for 
the equipment to be received from the 
collaborators, still continue to hamper 
the progress of construction. As a 
result, the completion of the project 
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to the fouMnillion-tonne stags is now 
expected to materialise 18/22 months 
after even die current schedule of com¬ 
missioning It by 1979 — a schedule 
drawn up last year on the basis of the 
progress registered till then. 

The delay in completing the project 
—though It has been quite expensive in 
terms of investment, primarily due 
to global inflation — however, has 
enabled us to attain a good deal of 
self-reliance in setting up giant modern 
steelworks. This should stand in good 
stead in the execution of future pro¬ 
jects. The progress achieved in self- 
reliance can be gauged ftom the fact 
that whereas the first three public 
sector steelworks at Bhilai, Rourkela 
and Durgapur were established by 
foreign collaborators almost on turn¬ 
key basis, about 65 percent of mechani¬ 
cal equipment, 48 per cent of electrical 
equipment, 80 per cent of instruments, 
60 per cent of refractories and nearly 
100 per cent of steel structures required 
for the first stage of Bokaro have been 
manufactured indigenously, In the 
second stage of raising ihe capacity 
to four million tonnes, the indigenous 
content is expected to go up even fur¬ 
ther — mechanical equipment to nearly 
85 per cent, electrical equipment to 
about 86 per cent and refractories to 
100 per cent. 

production expedited 

It, of course, is heartening to note 
that the production build-up from the 
installed equipment is being expedited. 
As against just about 0.25 million 
tonnes saleable steel output realised 
last year, this year’s target of produc¬ 
tion has been fixed at 0.72 million 
tonnes. The output expected next 
year is 1.8 million tonnes and in 
1978-79 — the terminal year of the 
current Plan period — 2.4 million 
tonnes. The output envisaged two years 
hence will result from the expansion of 
the 1.7 million tonnes first stage to the 
2.5 million tonnes intermediary stage 
planned nearly three years ago by 
advancing the establishment of some 
of the capacity which would have 


accrued under the second stage of 
expansion to four million tonnes. 

The above slippage of 18-22 months 
in the commissioning of the full four 
million tonnes capacity of Bokaro, 
however, is not anticipated to create 
nudue complications in meeting the 
domestic requirements of steel during 
the next four years. Taking into con¬ 
sideration 2.4 million tonnes output of 
saleable steel from Bokaro, 1.8 million 
tonnes from Bhilai, 1.15 million tonnes 
from Rourkela, 0.9 million tonnes 
from Durgapur, 1.55 million tonnes 
from Jamshedpur, 0.72 million tonnes 
from Burnpur and approximately 1.37 
million tonnes from the electric arc 
furnaces, the supply of mild steel from 
the indigenous sources in 1978-79 is 
is expected to be around 9.89 million 
tonnes. The domestic requirements 
in that year have been assessed around 
7.66 million tonnes, on the basis of 
the past consumption pattern, present 
market trends, the envisaged growth 
of the economy, etc. 

export possibility 

There will, thus, be available nearly 
2.23 million tonnes of saleable 
steel for export in that year. This 
will provide a good cushion for 
the availability of steel in the 
domestic market in the first two years 
of the next Plan by which time not 
only Bokaro’s second stage but also 
Bhilai’s expansion to four million 
tonnes would materialise. As a sequel, 
the supply position of steel in the 
domestic market should remain comfor¬ 
table during the sixth Plan period as 
a whole. 

This, however, does not warrant 
that the execution of the proposed 
Vijayanagar and the Visakhapatnam 
projects, as also of the Salem special 
steel plant, can be deferred any con¬ 
siderably. The allocations for these 
projects till now have been very meagre 
due to financial stringency. Concerted 
action ought to be taken to expedite 
these projects to meet the requirements 
of the mid-1980s and subsequent 


periods for the time taken to construct 
new steelworks, especially when they 
have to be primarily built through 
indigenous efforts, is as long as seven 
to eight years. It might be possible to 
reduce this time as experience both of 
consultants as well as indigenous 
fabricators grows. But no chances can 
be taken. Even if we come to have 
some surplus capacity, it should not 
bother us. Exports can be effected to 
earn valuable foreign exchange. 

ambitious programme 

The minister for Steel as well as the 
Federation of Indian Chambers of 
Commerce and Industry, in fact, have 
been stressing in the recent past the 
undertaking of an ambitious pro¬ 
gramme of raising steel output to 75 
million tonnes ingots or even more by 
2000 AD. Perspective studies are said 
to have been instituted in this regard. 
The investment required as well as the 
likely consumption trends — based on 
the past experience, of course — may 
not warrant such an ambitious plan¬ 
ning. But there can be no denying the 
fact that growth in steel-making capa¬ 
city in the coming years has to be at 
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a much more accelerated pace than has 
been the case hitherto. Besides the 
Vijayanagar and Visakhapatnam 
schemes for which detailed project 
reports are under preparation at pre¬ 
sent, feasibility studies for two more 
plants based on the Bailadila (Madhya 
Pradesh), Rowghat (Madhya Pra¬ 
desh) and Surajgarh (Maharashtra) 
iron ore deposits have been conducted 
recently. There are plans to study the 
locations of three more green-field pro¬ 
jects based on the Bonaigath/Naya- 
garh (Orissa), Goa and Kudremukh 
deposits. The Kudremukh deposits 
are envisaged to be developed in the 
beginning for export to Iran. In the 
interest of containing the investment 
in steel manufacture without impairing 
the long-term interests, a judicious 


The provisional data relating to 
foreign trade for 1975-76 now available 
clearly indicate that the sizable deficit 
was due to exceptional factors and the 
gap would have been much higher than 
for 1974-75 but for a spurt in exports 
in the last quarter along with a signi¬ 
ficant reduction in imports. It is now 
stated that the aggregate exports for 
the 12 months ended March 31, 1976 
were Rs 3,863 crores against Rs 3,330 
crores in 1974-75. As imports rose 
sharply to Rs 5,018 crores from 
Rs 4,519 crores, the gap was nearly as 
large as that of 1974-75 being Rs 1,154 
crores as compared to Rs 1,189 crores 
for the previous year. No details are 
available in regard to the composition 
of trade. But it will not be incorrect 
to assume that sugar exports topped 
the list and foreign exchange earnings 
from tea, coffee, hides and skins, 
engineering goods and marine products 
were higher than in 1974-75. It is 
indeed gratifying to note that exports 
were again higher by Rs 533 crores on 
top of the improvement of Rs 817 


mixture of expansions of the existing 
plants and the setting up of new 
plants will have to be thought of. 
Bokaro is ultimately proposed to be 
expanded to 10 million tonnes. A 
similar ultimate capacity is envisaged 
for the Bhilai works also. As the pro¬ 
duction at the Rourkela and Jamshed¬ 
pur plants too has sufficiently stabilis¬ 
ed, their expansions also can be con¬ 
sidered in the near future. The opera¬ 
tions at Durgapur can be expected to 
stabilise in the next couple of years. 
The expansion of this project can be 
thought of then. In the case of 
the Burnpur plant, the current rehabili¬ 
tation programme, of course, will take 
several years to be accomplished. It 
may be possible to increase the capa¬ 
city of this unit only at that time. 


crores registered in 1974-75 as com¬ 
pared to 1973-74. 

The increase in the value of exports 
by over 50 per cent in two years—1974- 
76—has not however helped the 
country to prevent an enlargement of 
trade gap from Rs 432 crores in 1973- 
74 to Rs 1,189 crores in 1974-75 and 
Rs 1,154 crores in 1975-76. It is neces¬ 
sary, however, to draw attention to the 
fact that the trade deficits for the last 
two years have entirely different con¬ 
notations. The year 1974-75 witnessed 
for the first time the full impact of the 
hike in oil prices and imports of crude 
and petroleum products alone rose by 
Rs 596 crores. There were also larger 
imports of foodgrains, fertilisers and 
iron and steel which accounted between 
them for an additional outlay of 
Rs 830 crores. It will be thus seen that 
out of the increase in aggregate imports 
by Rs 1,564 crores in 1974-75, crude 
and petroleum products, foodgrains, 
fertilisers and iron and steel accounted 
for as much as Rs 1,426 crores. The 


remaining* items thus rose by only 
Rs 138 crores. In 1975-76 the oil bill 
did not increase further sizably as the 
adjustment to the new situation had 
been completed and there was even a 
marginal decline in the quantum of 
imports in this group. 

food imports 

On the other hand imports of 
foodgrains constituted a record in 
recent years (around seven million 
tonnes) and the value could have 
been easily over Rs 1,000 crores. 
There were also sizable imports of ferti¬ 
lisers and non-ferrous metals along with 
steel in pursuance of earlier contracts. 
There were of course larger purchases 
of plant and machinery and other items. 
The increase in imports of Rs 499 
crores over 1974-75 could be said to be 
of the order of Rs 400 crores in respect 
of foodgrains, fertilisers and non-ferrous 
metals. 

When assessing the prospects for 
1976-77 care therefore should be taken 
to exclude the bulge arising out of 
imports which were meant to augment 
buffer stocks or which were effected due 
to fears that internal production may 
not rise adequately. There is actually 
a problem of maintaining buffer stocks 
of foodgrains as internal procurement of 
wheat and rice has far exceeded earlier 
expectations and imports have been 
used for building up buffer stocks 
which are now over 13 million tonnes 
(May 24, 1976). There are adequate 
stocks of petroleum products and with 
an increase in the output of crude from 
indigenous sources by over l£ million 
tonnes in 1976-77 there can even be a 
marginal reduction in imports in this 
group. There will not be any need for 
food imports except those arranged on 
a concessional basis. In fact it will 
suffice if these imports are restricted to 
1.5 million tonnes in order to maintain 
trade relations, and utilise grants or 
concessional credits. In that event 
there can be a saving of over Rs 700 
crores by pruning imports of foodgrains 
alone. On a conservative basis it can 
be assumed that the saving will be' 
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around Rs 500 crores. Then will not 
be any need Tor importing in large 
volume fertilisers and iron and steel as 
there is a glut within the country due to 
heavy earlier imparts and rising produc¬ 
tion. The pruning under these heads 
can be easily Rs 350 orores. The gap 
can thus be reduced to Rs 300 crores 
even with the same level of exports of 
1975-76. But these are expected to rise 
to Rs 4,350 crores if not Rs 4,500 
crores. Theoretically therefore it should 
be possible to conduct trade on a 
balanced basis if not for achieving a 
net surplus of exports over imports. 

There may however be an increase in 
the cost of imports of machinery, inter¬ 
mediate products, non-ferrous metals 
and other items due to a larger quan¬ 
tum as well as an increase in prices 
These imports can be augmented by 
even Rs 500 crores to the extent of 
additional value of exports. Even then 
the trade gap will be only small with 
exports around Rs 4,500 crores. The 
management of foreign trade in the 
current year has therefore to be directed 
on intelligent lines and the scope elimi¬ 
nating unwanted imports should be 
fully exploited. 

cautious optimism 

The trends in imports and exports in 
the first three months in 1976 warrant 
cautious optimism when projecting the 
estimates for 1976-77. On the basis of 
a rough computation, imports in Jan- 
March 1976 dipped to Rs !.,200 crores 
from Rs 1,269 crores in the correspond¬ 
ing period in 1975. As exports rose to 
Rs 1,161 crores from Rs 897 crores 
there was a gap of only Rs 40 crores 
against Rs 372 crores. The deficit in 
1975-76 was thus due to heavy imports 
in the first nine months, the gap for 
April-December 1976 being as much as 
Rs 1,114 crores against only Rs 817 
crores in the same period in 1974. It 
may be that there was a sharp tapering 
off of imports in the first three months 
of this year. But exports can be ex¬ 
pected. to be maintained at the level of 
this period if not improved. In that 


case the target of Rs 4,350 crores for 
the current year can be easily achieved. 
With a good contribution from iron and 
steel* tea and coffee, sugar, hides and 
skins and engineering goods exports 
can even be Rs. 4,500 crores. Imports 
can be expected to average Rs 420 
crores a month at the outside limit and 
may not probably be more than 
Rs 4,800 crores. The assistance from 
Aid-India Consortium and other sources 
will thus be more than adequate for 
meeting the trade gap. It may even be 
possible to build up foreign exchange 
reserves to some extent as the aggregate 
amount required will be only Rs 850 
crores including the servicing of foreign 
obligations against gross aid of possibly 
Rs 1,300 crores. 

It is, unlikely therefore that there 
will be any strain on the balance of 
payment position in the coming months. 
As stated last week in these columns, 


One of the methods by which the dollar 
hungry world can cam that scarce currency 
Is by encouraging American citizens to tour 
and spend abroad. The United States Secretary 
of Commerce Mr Henry Wallace has more than 
once emphasised this possibility. In his view, 
the expenditure of United States citizens 
on foreign travel may reach a level of 
more than a billion dollars annually by the 
early J950's. Commerce Department econo¬ 
mists hold the view that if the national income 
of the country is kept at 150 billions a year 
as expected, expenditure on foreign travel 
will amounted to 1.250 million dollars i.c., 
ratio is less than one per cent of national 
income. The distribution of the benefits of 
American foreign travel has been very uneven 
in the past. Canada in the past received 
about 40 per cent of such expenditure; 
European and Mediterranean countries a 
little more; Mexico slighty less than a fifth; 
and Central and South American countries 
received greater part of the balance. 


in the past twelve months foreign 
balances held by the Reserve Bank and 
the Issue and Banking Departments 
have risen in a spectacular manner. 
While it was necessary to borrow 
heavily from the International Mone¬ 
tary Fund in 1974-75 for bridging the 
trade gap and meeting other commit¬ 
ments, rite government could even 
think of returning in 1975-76 to the 
International Monetary Fund Rs 65 
crores against the drawing in February 
1974. Only the oil facility of 200 million 
SDRs was utilised and even allowing 
for this drawing, foreign balances with 
the Reserve Bank rose by over Rs 550 
crores in the twelve months ended May 
14, 1976. The inflow of remittances 
from Indians residing abroad and larger 
invisible receipts have been helpful in 
building up foreign balances. With the 
prospect of a smaller deficit and the 
continuing inflow of remittances and 


In the year 1938 United Slates citizens spent 
156 million dollars while visiting Canada and 
the result was Canada received an average 
of 14 dollars per head. In the war year 1943 
United Stales tourists spent 54 million dollars 
in Mexico or about 2j dollars for every 
Mexican. It is expected that the tourist 
traffic is bound to grow now and in the im¬ 
mediate future for a number of reasons. Air 
transportation has greatly facilitated and 
stimulated travel, the cost of air transport 
also steadily being reduced. All the American 
citizens who have been in the course of the 
war scattered ovei the four corners of the 
globe have cultivated a desire to revisit all 
the countries of Europe and the far East. 
India, in which the American have been 
taking more and more interest, will do well 
to organise itself to secure a siihst.mtiol slice 
of the U.S. tourist dollar. The exact way in 
which American tourist traffic to india should 
be encouraged and developed will be a most 
attractive theme for any ambitious businessman. 
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invisible receipts on an impressive ciation, the liberal import policy can 
scale, foreign trade transactions can be be successfully administered. What is 
conducted from a position of strength, needed is the elimination of unwanted 
Even if there were uncertainties relating imports and an increase in imports of 
to foreign aid due to drop in the quota desired items enabling effective use of 
from International Development Asso- available foreign exchange resources. 

Eastern India —plight 

of cotton mills 


In his presidential address at the 
annual general meeting of the Bengal 
Miltowners' Association held in 
Calcutta on May 13, 1976 Mr B.P. 
Jalan highlighted several handicaps of 
the cotton textile industry in the 
eastern region. He said that the 
financial crisis that had overtaken the 
textile industry in India had affected 
the mills in the eastern region to a 
great extent due to the high cost of 
importing cotton, lack of power and 
its excessive cost, low labour producti¬ 
vity, and inadequate credit. So far as 
the supply of cotton was concerned, 
Mr Jalan pointed out that the mills in 
this region had to procure their entire 
requirement from other states, most of 
which were not less than 1500 km 
away. Moreover, the mills had to 
pay extra interest on the additional 
investment since they had to hold at 
least one and a half months’ extra 
stock of cotton. The government of 
West Bengal has been repeatedly urging 
the centre to equalise the freight rate 
so that cotton could be made available 
to textile mills all over the country at 
a uniform price 

a good case 

West Bengal and the other states 
in the eastern legion seem to have a 
good case for making cotton available 
at reasonable prices. The government 
of India therefore should study the 
implications of the freight equalisation 
of cotton and come to an early deci¬ 
sion. Meanwhile, the government of 
India has done the right thing by 
arranging for the import of 150,000 


bales of cotton in the current finan¬ 
cial year at a cost of Rs 35 crores. 
The industry had suggested that the 
government should permit the import 
of cotton on an open general licence, 
subject to a ceiling of about 300,000 
bales. Mr Jalan said that as the 
world supply position was itself not 
very easy, ‘‘a flexible arrangement” 
was necessary to enable the mills to 
buy cotton from various sources, 
depending on price parity between 
Indian and foreign cotton. The govern¬ 
ment of India may be expected to 
adopt this kind of flexibility. In the 
meantime, the government of West 
Bengal and the textile industry should 
intensify the efforts to cultivate cotton 
yi that state. 

other problems 

But even if the mills in the eastern 
region are provided with regular sup¬ 
ply of cotton at reduced prices, there 
are several other problems which do 
not offer an easy solution. For in¬ 
stance, the labour productivity of the 
mills is very low and therefore the cost 
is high. As Mr Jalan explained, “In 
spite of gradual modernisation that 
has taken place slowly over the past 
decade or so, the textile mills in the 
eastern zone are still highly labour 
intensive. In fact, in the matter of 
machine-labour ratio up to the 
spindle point. West Bengal has been 
engaging the highest quantum of 
labour in the whole country. The 
number of hands per loom in West 
Bengal is also extremely high. At the 
same time, the type of fabrics pro¬ 


duced by the mills in the eastern zone 
is mostly grey, in which the price 
realisation is extremely low. 

Unless the workload in the textile units! 
in thiszone is brought up to the standard 1 
level, and schemes of rationalisation! 
are effectively implemented, the industry* 
can never hope to survive a recession. | 
Workers’ whole-hearted co-operation! 
in the matter of bringing the workload j 
to a standard level and implementing 
schemes of rationalisation are ab¬ 
solutely essential for restoring the 
health of the industry”. But there Js' 
no indication as to how far the textile] 
industry will get adequate support 
from the government of West Bengal 
and the trade unions in carrying out 
the schemes of rationalisation. 

special assistance 

Mr Jalan pleaded for some special 
assistance to the cotton textile industry 
for modernisation and expansion. He 
suggested that in view of the increase 
in machiney prices and the need for 
early modernisation, the IDBl’s re¬ 
discounting facilities should be given 
in the range of Rs 50 lakhs to Rs one 
crorc, depending on the size of the 
unit. He also suggested a revision of 
credit limits and the reduction of the 
margin. The Reserve Bank should 
sympathetically consider this proposal 
since the mills in this region are 
located far away from the cotton- 
producing and store supplying centres 
and therefore have to keep larger 
stocks. 

The president of the Bengal Mill- 
owners’ Association criticised the 
government’s textile policy and pointed 
out that the decision to provide relief 
to the industry by shifting some por¬ 
tion of the controlled cloth responsi¬ 
bility to the decentralised sector would 
not benefit the mills in the eastern 
region. He said, “It is the general 
feeling among the composite mills in 
our zone that they would continue to 
incur heavy losses on controlled 
cloth, and the phased shifting pro¬ 
gramme will not offer any immediate 
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relief to titan. Shifting of obligation 
to handlootns it likely to involve 
considerable time lag, and in the 
meant imelhe health of the textile 
industry has been going from bad to 
worse. Exemption from controlled 
doth obligation has been given to all 
NI C mills, and a few other units which 
had wiped out their resources. All other 
units in the industry are still bearing 
the same burden of obligation. It 
does not seem right that relief should 


Even though much advance has been 
made in the introduction of exotic 
varieties of foodgrains in our country 
which have earned international reco¬ 
gnition, in the area of dairy develop¬ 
ment there had not till recently been 
any progress worth mention. One 
reason for this obvious neglect of one 
of our more important areas of 
economic activity has been the time 
consuming nature of dairy develop¬ 
ment when compared to the quicker 
results achieved on the farming front. 
The technology of cross-breeding 
involves complex ecological situations 
as well as significant social factors. 
Kerala being one of the progressive 
states, cross-breeding of local cattle 
with exotic foreign breeds had been 
introduced there some two decades ago. 

Important contribution 

The Indo-Swiss Project for Cattle 
Breeding and Fodder Development has 
made an important contribution in 
this field. The project was started in 
collaboration with the Swiss Technical 
Cooperation Service with the specific 
aims of creating a new breed of cattle 
which would be attuned to Indian con¬ 
ditions and a systematic promotion of 
fodder, production. 

Kerala has a per capita availability 


be given only after the mills have 
turned sick and uneconomic". 

The government of India therefore 
should given special attention to the 
problems of the cotton mills in the 
eastern region. But the state govern¬ 
ments also should do its best to help 
the industry by facilitating the 
implementation of the schemes of 
rationalisation and by making addi¬ 
tional electricity available at reasonable 
prices. 


of 0.11 hectare of land and sixty per 
cent of the holdings are less than one 
acre. Under these circumstances the 
diversification of farm economics can¬ 
not be overemphasized; and the 
development of animal husbandry and 
dairying provide the best supporting 
occupations. This more or less holds 
good for the whole country. From 
the nutritional point of view also there 
is need to increase milk production as 
there is a big gap between the current 
availability of milk and the desirable 
level of per capita consumption. 

cross-breading 

The breed which can adapt itself 
to the local conditions and flourish in 
a particular environment must in ail 
possibility be evolved out of a combi¬ 
nation of the exotic with the indigen¬ 
ous. The local breed contributes 
disease-resistance and hardiness to 
withstand local climatic conditions, 
while. the exotic breed adds to the 
production potential. The Swiss 
Technical Cooperation Service has 
helped in introducing the Brown Swiss 
breed in Kerala which is approved for 
cross-breeding purposes by the govern¬ 
ment of India. Brown Swiss has been 
proved to provide greater milk yield as 
well as adaptability to local conditions, 
heat tolerance and higher draught 


power. It has brought about signi¬ 
ficant improvement in the cattle breeds 
in Kerala which is vouchsafed by the 
indepth study made of the programme 
by the National Dairy Research In¬ 
stitute (NDRI), Kemal. The study 
was undertaken in Idukki and Allep* 
pey, two districts with distinct climatic 
conditions. Idukki is in high ranges 
with subtropical climate. In the high 
ranges there are natural grasslands 
which ofTer good potential for cattle 
rearing on economic terms. The grass¬ 
lands are utilised by the settler farmers 
(who had migrated to the upper ranges 
some two decades ago), and tea labou¬ 
rers. The settler farmers supplement 
grazing with concentrates while tea la¬ 
bourers rely normally on grazing alone. 
However in the extension area under 
the Indo-Swiss project, tea labourers as 
well as settler farmers look after their 
cattle better than in other areas. 

coat benefit ratio 

In the extension area under the 
project, the NDRI survey has found 
that the cost benefit ratio is greater 
than 1.0 and the interest rate of return 
is higher than the prevailing Bonk 
Rate. Although the full utilisa¬ 
tion of improved genetic potential 
involves higher investment, increased 
production of milk more than com¬ 
pensates for the cost of inputs. The 
per capita consumption of milk in the 
extension area is even more than re¬ 
commended by the Nutritional Ad¬ 
visory Committee. This has been 
achieved through the reduced age of 
the cow at first calving, shortened dry 
periods and calving intervals and, 
above all, higher milk yields. 

Cattle feed is the most important 
item of cost for the cross breeds. 
According to the NDRI survey of the 
Indo-Swiss project, the daily average 
expenditure incurred in feeding a lacta- 
ting cow is much higher in the plains 
than in the high ranges because of 
the higher proportion of concentrates 
used. Thus, the cost of rearing a 
Brown Swiss crossbred calf up to its 
first calving is Rs 2719 in the plains. 


Swiss contribution to 
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Rs 1013 for the settler farmers in the 
high ranges and hardly Rs 337 for tea 
labourers. For the non-descript cows 
(i.e. local non-cross breeds) it is less 
than half this amount with all the 
three categories of farmers. 

As against this the yield of a lacta- 
ing Brown Swiss cross-bred cow in the 
extension area is four times that of 
the non-descript cow. Because of the 
better feeding in the plains, the pro¬ 
duction of milk in the extension as 
weU as other areas is greater than in 
the high ranges. The superior perfor¬ 
mance of the Brown Swiss cross-bred 
is evident from the fact that yield in 
the high ranges is up to three times 
that of that non-descript cow. Milk 
producers in the plains who own 
non-descript animals incur loss. 
Since tea labourers spend hardly any¬ 
thing on their cattle, because they 
feed on grassland, they do not incur 
any loss at all on the non-descript 
cows. However, they make greater 
profit with the cross-bred. 

utilisation of milk 

The study has done well to as¬ 
certain the mode of utilisation of milk 
by the different producer groups. 
Whereas in the extension area in the 
plains there is an average marketable 
surplus of 2.S litres of milk per house¬ 
hold even after the domestic consump¬ 
tion of 1.8 litres, in the non-extension 
area it is hardly half a litre after the 
domestic consumption of only 0.61 
litre. This shows what a difference 
cross-breeding makes to the economy 
of the farmers. Even when the house¬ 
holds in extension areas consume three 
times that in the other area, they still 
have a marketable surplus four times 
that of the non-extension area. Even 
tea labourer households in the high 
ranges have a marketable surplus of 
1.8 litres in the extension area after 
consuming twice the amount of milk 
which is domestically consumed in the 
non-extension areas. 

The NDRI survey thus reveals what a 
silent revolution has come about in the 


Indo-Swiss project area in the two 
districts of Kerala. Hus project was 
otifi of the earlier collaborations 
undertaken in the field of dairying in 
the country. Since then there have 
come up more projects particularly 
under the World Food Programme 
‘Operation Flood’ which gives 
assistance on a large scale for dairy 
development and milk marketing with 
which the IDA has recently associated 
for rural development work in Rajasthan 
and Madhya Pradesh. Britain, Denmark 
and some other countries are also 
helping under the ‘Operation Flood’. 
There is another Indo-Swiss colla¬ 
boration project working in Patiala, 
Punjab. 

India has millions of head of cattle 


in its villages and the extension pro¬ 
jects so" far undertaken do not even 
scratch the surface of the problem or 
prospects. There is need for hundreds 
of extension projects similar to the 
Indo-Swiss operation oovering the 
length and breadth of the country 
to cater for the peculiar require¬ 
ments of the various regions which are 
in many ways wholly disparate from 
one another, ranging from the coldest 
Himalayan reaches to the hottest 
plains in the central parts of the 
country. Different cress-breeds will be 
required for different regions mid 
climes. The problem js enormous 
but not insurmountable. The Indo- 
Swiss extension programme has indi¬ 
cated the scope in dairy development. 
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Boosting fertilizer consumption • Manufacture 
of drugs * Super thermal stations * 
Bombay High oil 


In a letter to state chief ministers, the 
union minister of Agriculture and 
Irrigation, Mr Jagjivan Ram, has 
indicated that the government is not 
considering any further reduction in 
the prices of fertilizers. This he has 
done with a view to setting at rest all 
speculation about further scaling down 
of these prices which is stated to have 
hampered offtake of this essential 
output by dealers in the recent past. 

Mr Jagjivan Ram has stressed in 
his letter that the prices of fertilizers 
have already been reduced substan¬ 
tially since July last year—to reflect 
the changed world situation as well 
as in the interest of stimulating con¬ 
sumption. So, no further cut in them 
should be expected in the near future. 
He has requested the chief ministers 
to publicise this fact widely so that 
the dealers should pick up stocks well 
in time to meet the requirements 
of farmers during the coming kharif 
season. 

vigorous campaign 

Mr Jagjivan Ram has also called 
upon the chief ministers that they 
should initiate vigorous campaigns in 
selected districts to encourage applica¬ 
tion of fertilizers to farming. A recent 
study by his ministry, he has pointed 
out, has revealed that 45 per cent of 
the total consumption of fertilizers in 
the country at present is confined to 
just 55 districts and that it can be 
raised - very significantly in another 54 
districts where availability of irriga¬ 
tion and cropping pattern are con¬ 


ducive to farmers going in for ferti¬ 
lizers. A well throught out strategy, 
of course, will have to be adopted to 
boost fertilizer consumption in the new 
selected districts. These districts are: 

selected districts 

(i) Andhra Pradesh : Srikalculam; 
Visakhapatnam; Nellore; Nizamabad; 
Anantapur; Chittor; Medak. 

(ii) Bihar : Aurangabad; Bhojpur; 
Rohtas; Gaya; Bhagalpur; Palamau. 

(iii) Rajasthan : Ajmer; Alwar; 
Bhilwara; Pali; Sirohi. 

(iv) Orissa : Puri; Bolangir; 
Cuttack. 

(v) Maharashtra : Sholapur: Bhan- 
dara; Chandrapur; 

(vi) Gujarat : Gandhinagar; Banas- 
kantha; Mehsana. 

(vii) Haryana : Jind; Rohtak; 
Gurgaon. 

(viii) Madhya Pradesh : Bataghat; 
Tikamgarh; Chhattarpur; Gwalior. 

(ix) Jammu aid Kashmir : Srinagar; 
Anantanag. 

(x) Punjab : Kapurthala. 

(xi) Assam : Goalpara. 

(xii) Himachal: Pradesh : Sirmur. 

(xiii) Tamil Nadu : Tirunelvelli. 

(xiv) Karnataka: Shimoga. 

(xv) Uttar Pradesh : Meerut, Jaunpur; 
Gazipur; Rai Bareli, Etawab; 
Az&mgarh, Mainpuri; Etah; Matfiura; 
Aligarh. 


(xvi) West Bengal : Burdwan, 

Birbhum. 

Adequate stocks, Mr Jagjivan Ram 
has informed the chief ministers, are 
being kept in the above districts and 
additional retail outlets are being 
opened there so that farmers do not 
have to travel long distances to pro¬ 
cure fertilizers. 

The strategy suggested by the ministry 
of Agriculture and Irrigation is the set¬ 
ting of targets cf consumption of fertil- 
zers not only for each village and block 
of the above districts but also for the ad¬ 
ministration from the district collector 
down to the village level worker. The 
administrators, it has been suggested 
should as well be made responsible for 
giving guidance to farmers in .the 
improved methods of cultivation. 

Mr Jagjivan Ram has assured that 
special arrangements have been made to 
gear up the credit machinery in the 
above districts. The scale of finance 
required for each crop, taking into 
consideration the expert recommenda¬ 
tions of fertilizers doses, is being fixed. 
Target dates, it has been urged, should 
be laid down for lifting the kind por¬ 
tion of the loans and all arrangements 
should be made for distributing the 
credit well in advance of the cultivating 
season. 

soil testing 

Another important step that has 
already been taken in this regard, 
Mr Jagjivan Ram has pointed out, is 
the launching of a soil testing drive so 
that correct scientific recommendations 
of the doses of fertilizers to farmers 
can be made. 

The above measures, it has been 
requested, should be followed up at 
the state level by undertaking a massive 
training programme both for the staff 
and farmers to provide them technical 
information of fertilizer use, holding 
of special fortnights in selected areas 
as well as to the extent possible for 


EASTON ECONOMIST 


1221 


JUNE 4.1976 








promoting fertilizer use, laying of 
demonstrations, etc. 

Efforts, it has been stated in the 
letter, are being made to ensure close, 
coordination between the various 
agencies concerned with the promotion 
of fertilizers. These include credit 
agencies, extension agencies, and 
agencies supplying other inputs, in¬ 
cluding irrigation facilities. 

* • 

After a case by case study of the 
important bulk druges used in the 117 
essential formulations which have been 
identified by the Hathi Committee, the 
union ministry of Chemicals and 
Fertilizers is stated to have allocated 
additional capacities for their manufac¬ 
ture as follows : 

(1) Further Expansion in Public 
Sector: (i) penicillin; (ii) Streptomycin; 

(iii) Tetracycline Hd; (iv) Sulphadimi- 
dine; (v) Phthalyl Sulphathiazole; 
(vi) Sulphacetamide; (vii) Vitamin B-l; 
(viii) Vitamin B-2; (ix) Folic Acid; 
(x) Calcium Pantothenate and Panthe- 
nols; (xi) Piperazine and its salts; 
(xii) Quinine; (xiii) Analgin; (xiv) 
Phcnobarbitone; (xv) Morphine; 
(xvi) Frusemide; (xvii) Noscapine; 
(xviii) Erythromycin; (xix) Semi 
Synthetic Penicillins, including Am- 
picillin; (xx) Grissoftilvin; (xxi) 
Amidopyrine; (xxii) Rifampicin; (xxiii) 
Cycloserine; (xxiv) Oxytetracycline; 
(xxv) Doxycyclinc; (xxvi) all Sulphas 
which are not produced locally or 
approved so far for other units; 
(xxxvii) Phenacetin; and (xxviii) 
Acetazolamide. 

private sector 

(2) Expansion Preferably through the 

Indian Sector : (i) Iodo-Chloro- 

hydroxy-quinoline; (ii) Diethyl Car- 
bamazine Citrate; (iii) Diethyl ether; 

(iv) Ethyl Chloride; (v) Amitryptilene; 
(vi) 1NH; (vii) PAS; (viii) Thiaccta- 
zonc; (ix) Paracetamol; and (x) 
Emetine. 

(3) Open for Licensing to Indian as 
well us Foreign Sectors : (i) Chloram- 
ohenicol; (ii) Chlorpheniramine 

MS, 
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Maleate; (iii) Chlorpromazine H<&,. 
(iv) Vitamin A; (v) Vitamin B-t2; 
(vi) Vitamin D-2/D3; (vii) Glyceryl 
Trinitrate; (viii) Tetracyloroethylene; 
(ix) Insulin; (x) DDS (Dadsons); (xi) 
Chloroquin Phosphate; (xii) Primaquin 
Phosphate; (xiii) Aspirin; (xiv) all 
Steroids/Hormones; (xv) Hydrochlor- 
thiazide; (xvi) Theophylline/Amino- 
phylline; (xvii) Succinyl Choline 

Chloride; (xviii) Nor-adrenalins 
Tartarate; (xix) Oxytocin; (xx) Methyl 
Erogometrine Maleate; (xxi) Mephen- 
termine Sulphate; (xxii) Atropine 
Sulphate; (xxiii) Bacitracin; (xxiv) 

Oleandomycin; (xxv) Thiopental 
Sodium; (xxvi) Reserpine; (xxvii) 

Homotropinc; (.xxviii) Physostigmine; 
(xxix) Menthol; (xxx) Thymol; (xxxi) 
Benzoic Acid; (xxxii) Benzuldehyde; 
(xxxiii) Salicylic Acid; (xxxiv) Methyl 
Salicylate; (xxxv) Oetrimide; (xxxvi) 
Prenylamine lactate; (xxxvii) Oxy- 
phenyl Butazone; (xxxviii) Dexametha- 
sone; (xxxix) Triamcinolone Acetate; 
(Ix) Thioridazine (Malleril); and (Ixi) 
Isoptin. 

general approach 

The general approach towards 
assigning the above production pro¬ 
grammes to the three sectors is said to 
have been : (I) Essential drugs, espe¬ 
cially the antibiotics, which are vital 
to the national health programme, 
should be entrusted to the public 
sector, within the constraints of the 
financial resources available; (ii) Other 
areas where technology is available 
and the Indian sector is capable of 
arranging the requisite technological 
managerial and financial resources, 
may be entrusted to this sector only; 
and (iii) High technology-oriented areas 
requiring substantial investment and 
where public sector and the Indian 
sector would not be able to fill the gap 
between demand and availability, espe¬ 
cially those concerning tropical 
diseases, may be open to both the 
Indian and foreign sectors. 

* « 

Four super-thermal power stations are 
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understood, (p be oiMty the considera¬ 
tion of the government for establl^ 
merit one each in the northern^ westers, 
eastern, and the southern regions of 
the country. They, however, are pro¬ 
posed to be taken up only after some 
time due to financial constraints, 

regional location 

The super-power station to be set 
up in the northern region will be 
located at Singrauli and the one in the 
western region at Korba. Each of 
them will have a capacity of 2,000 
MW. The stations to be set up in the 
eastern and the southern zones will be 
located at Farakka and Ramagundam/ 
Neyveli. The former will have 1,200 
MW capacity and the latter 1,000 MW 
capacity. 

To begin with, the Singrauli, Korba 
and Ramagundam/Ncyvcli stations will 
have five units of 200 MWs each. The 
Farakka station will have six similar 
units. They will take about six years 
to commission. 

It is proposed to go in for 500 MW 
generating sets at Singrauli and Korba 
after the five units of 200 MW each 
have been commissioned there. Both 
Singrauli and Korba are envisaged to 
have ultimately two 500 MW generat¬ 
ing units each. 

The latest indications reveal that the 
actual production of crude oil from 
Bombay High would be of the order 
of one million tonnes during the 
current financial year, 2.25 million 
tonnes next year and 4.75 million 
tonnes in 1978-79. Adequate potential 
for yielding these levels of output 
during the three years is being built op. 
The rate of production expected, to be 
attained by the end of the current year 
is 1.5/2 million tonnes. The area is 
anticipated to yield about 10 million 
tonnes of crude oil after in ftill deve¬ 
lopment by early 1980s. 

\ 
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PflNTOF VIEW 

Economic growth : a mini 

K. A. Patel miracle in Punjab 


Punjab it a small but dynamic state of tho Indian union. 
The real miracle of Punjab is to be seen in its 
agricultural production. 


The strength of our subcontinent¬ 
like country depends upon the health 
of its different states. Out of 22 states, 
there are 15 major ones, each one of 
them having population above ten 
millions. While there arc 190 countries 
on this globe, there are only 55 countries 
which have a population of 10 millions 
i.e. the remaining 135 countries are 
smaller than each one of our major 
states in respect of population. 

Out of these 15 major states, Punjab 
is a small but very dynamic state. 
With an area of 50,000 sq km it 
occupies the 13th rank; in the middle 
of 1975, with a population of 14.7 
millions, it stood 14th among the major 
states. With an area of 443,000 sq 
km Madhya Pradesh had the largest 
size. With population of 94.8 millions, 
Uttar Pradesh was the most populated 
state. In 1971, our country had 20 
per cent urban population and 30 per 
cent literate population, but in Punjab 
the corrrcsponding percentages were 24 
and 33 respectively. 

the infrastructure 

The economic growth of any state or 
country depends upon its infrastruc¬ 
ture. In this respect, Punjab leads 
the rest of the states. As far as per 
capita consumption ■ of electricity is 
concerned, in 1974-75 against 147 
kwh all-India average, Punjab had 358 
kwh; in the case of this indicator also, 
Punjab was first among all the major 


states. With 257 kwh per capita con¬ 
sumption, Haryana stood second. 

Punjab is very well endowed with 
railway lines also. In 1967-68, all- 
India average length of railway line 
per 100,000 of population was 12 km 
and 18 km per 1000 sq km of area. 
These averages for Punjab were 16 km 
and 42 km respectively which gave it 
the 4th and the 1st ranks respectively 
among the major states. 

top in irrigation 

Punjab is also on the top of the list 
as far as irrigation is concerned. In 
1971-72, net irrigated area as per cent 
of net sown area for all-India was 23; 
with the corresponding ratio at 73 
Punjab was first while with only 8 per 
cent, Maharashtra was the last i.e. 

1 Stfa. 

But in regard to roads, Punjab does 
not occupy the top position. In 1966, 
with an average 50 km length of sur¬ 
faced roads per 100,000 of population, 
Punjab lagged 'behind some 10 major 
states. Compared to the all-India 
average of 9 km per 100 sq km of 
area, Punjab’s average was 13 km and 
it lagged behind three major states. 
Punjab with abundance of resources 
can and should come to the top of the 
list in this respect also. 

The general index of infrastructural 
development in 1971-72 for Punjab 
was 216 with all-India average at 
100. It led all the other states. Tamil 


Nadu with the index at 164 ranked 
second. 

In framing a development plan, 
much depends upon a state’s capacity 
to raise resources, a major problem 
being how much tax and non-tax 
revenue to tap and from which sources. 
In fact, the state's own tax effort 
plays a significant role and is the 
major determinant of its capacity to 
carry forward economic development. 
From this point of view, Punjab is 
next to none though it can still do 
much more. 

Punjab’s own resources—tax and non¬ 
tax—as percentage of total resources in 
1971-72 were 71.65 per cent as com¬ 
pared with the 16 states’ (including 
J & K) average of 57.12 per cent. In 
this regard Punjab was second to only 
Haryana (73.40 per cent). As far as 
the state’s own tax revenues were 
concerned, Punjab again topped the 
list with 59.66 per cent. 

tax revenue 

In 1962-64 per capita tax revenue in 
Punjab was Rs 17.83. Here Punjab was 
second to Maharashtra with Rs 20.64 
per capita revenue. However, in 
1970-72 Punjab came first in the race 
with per capita tax revenue of 
Rs 56.69. 

If a comparison is made of the ratio 
of taxes to a state’s domestic product, 
Punjab offers substantial room for 
improvement. In 1962-64, this ratio 
for Punjab was 7.12 and it was first 
among the major states but as time 
passed it started losing in this competi¬ 
tion. In 1970-72, this ratio for Punjab 
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had come down to 6.36 plaeingitin 
the third place after Tamil Nadu and 
Maharashtra respectively. 

In regard to direct land taxes. Pun* 
jab— agriculturally the most developed 
gtate—lies at the tail of all the 16 states. 
The ratio of direct land taxes to state 
domestic product in 1970-72 was 0.12 
only and to state agricultural income 
was 0.21 only. In both respects none 
of the 16 states was next to it. For 
all the 16 states, these ratios were 0.43 
and 0.81 respectively. 

greaf strides 

Punjab was not always at the top 
among the major states. For instance, 
in 1960-61, with per capita income of 
Rs 383 it was third after Mahrashtra 
(Rs 419) and West Bengal (Rs 386). 
Even the all-India average per capita 
income was Rs 394 which was more 
than that of Punjab. 

But in the sixties, it took great 
strides to reach the top. In 1969-70, 
with per capita income of Rs 943 at 
current prices, it was first among all 
the states. With Rs 731, Maharashtra 
was third and the all-India average was 
Rs 589. 

Between 1960-61 and 1967-68, the 


average annual compound rate of 
economic growth at the all-India level 
was 3.4 per cent; Punjab had a growth 
rate of 6.9 per cent which was the 
highest among the 16 states. Incident¬ 
ally, this was double of all-India ave¬ 
rage growth rate. 

The real miracle of Punjab is to be 
seen in agricultural production. As 
against the all-India average annual 
increase of 2.1 per cent in foodgrains 
in the trienniums ended 1961-62 and 
1973-74, corresponding rate for Punjab 
was 6.5 per cent which was three times 
more than that of the all-India average. 
In the case of rabi foodgrains produc¬ 
tion, Punjab had annual average pro¬ 
duction between 1969-70 and 1973-74 
at 5.623 million of tonnes which was 
14.5 per cent of the all-India total rabi 
production. Against this, Punjab’s 
population is only 2.5 per cent of the 
country. In the case of wheat produc¬ 
tion Punjab produced 22.4 per cent of 
the all-India output. No wonder that 
Punjab is sometime referred to as the 
granary of India. 

The importance of the rural sector 
in any strategy for economic develop¬ 
ment in our country is fully recognised 


by everyone. In Punjab however it 
is given to|> priority. This is dear 
from the fact the Punjab’s prosperity 
does not lean on the large-scale manu¬ 
facturing industries. In 1970, the 
average per capita value added by 
large-scale manufacture in the country 
was Rs 53, while this average for Punjab 
was Rs 38 only giving it the 8th 
rank while Maharashtra ranked first 
with Rs 156. 

sproad effect 

Undoubtedly agriculture and small- 
scale industries have greater spread 
effects than the large-scale industries, 
and this is clearly seen in the distribu¬ 
tion of population living below the line 
of destitution. As against the all-India 
average of 22.37 per cent of population 
living below the line of destitution, in 
Punjab this percentage is only 14.51— 
far below the all-India average while 
in Maharasntra it is 22.83 per cent— 
a little above the all-India average. 

In short, Punjab is doing very well 
in all respects and can be described as a 
developed region of our under-develop¬ 
ed country. Punjab is a good example 
for others to follow. It points to the 
heights which can be scaled. 


Agricultural Progress in Punjab 

(Production in ’000 tonnes/bales) 


Crop 

Average 
for the 
year 

1959-60 to 
1961-62 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 

1974-75 

(Antici¬ 

pated) 

1975-76 

(Target) 

Foodgrains 

3,170 

6,924 

7,305 

7,925 

7,692 

7,728 

8,100 

9,000 


(100.00) 

(218.42) 

(230.44) 

(250.00) 

(242.65) 

(243.79) 

(255.52) 

(283.91) 

Oilseeds 

108 

213 

233 

272 

268 

294 

300 

350 


(100.00) 

(197.22) 

(215.74) 

(251.85) 

(248.15) 

(272.22) 

(277.78) 

(324.07) 

Sugarcane in 

430 

618 

527 

403 

469 

582 

600 

600 

terms of Gur 

(100.00) 

(143.72) 

(122.56) 

(93.72) 

(109:07) 

(135.35) 

(139.53) 

(139.53) 

Cotton 

689 

804 

818 

972 

1,016 

1,093 

1,100 

1,150 


(100.00) 

(116.69) 

(118*72) 

(141.07) 

(147.46) 

(158.64) 

(159,65) 

(166.93) 


Figures in brackets are indices with triennium 1959-60 to 1961-62 as base. 
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POINT OF VIEW 


Leadership in agricultural cooperative 

N. Mohanan 


This article is based on interviews with 40 leaders associated 
with service cooperatives in one of the politically sensitive 
districts in Kerala. It comes to the conclusion that the quality 
of leadership is highly relevant to the management of 
cooperatives 


Leadership is consolidation of power 
toward some desirable objectives. The 
late Prof D.G. Karve observed : 
“Leadership consists in a capacity to 
shoulder responsibility and to carry it 
out”. The legacy of leadership in co¬ 
operatives is an accepted yardstick to 
delineate the functional success for 
motivating men and lesources in build¬ 
ing up a viable edifice. Cooperatives in 
India are plagued by many socio¬ 
cultural currents which work at cross 
purposes. Most of the dissensions come 
to the fore because of feeble perfor¬ 
mance of cooperatives in different 
fields which may have far-reaching 
effect on their growth in the years to 
come. 

politically sensitive 

In this article, the role of leadership 
in the working of service cooperatives 
in one of the politically-sensitive dis¬ 
tricts (Cannanore) in Kerala is exa¬ 
mined. The discussion which follows 
is based on a survey of 40 leaders selec¬ 
ted on a random basis from the list of 
168 leaders belonging to 16 service 
coo))erative banks/societies in Nileswar 
block. They consisted of eight presi¬ 
dents and 32 directors of primaries. 
The period of survey was June-July 1975. 
The interview technique was followed 
in order to collect data on certain 
characteristics entrenched in leadership 
traits in the region under study. The 
objective of the study was to identify 
the . socio-economic-political back¬ 
ground of leaders and to examine its 
relevance in guiding the destiny of 


the cooperative performance in the 
region. 

invisible forces 

The analysis does not cling to the 
data sources alone. Many a revelation 
was made by individual leaders during 
informal discussions. These are added 
wherever necessary so as to highlight 
the invisible forces at work under the 
mask of the cooperative superstructure. 
It has to be kept in mind that the sam¬ 
ple size being relatively small will not 
permit any positive or negative generali¬ 
sations without possible limitations in¬ 
herent in such an exercise. The major 
findings of the survey are reported 
below : 

(a) Socio-economic background : 
Middle age group (31-45) was having 
an upper hand in the management of 
cooperatives, as 19 out of 40 (47.5 per 
cent) leaders were of this age group. 
The educational level of the leaders 
showed a series of climb down starting 
with primarians at the top (17) and 
collegians in the bottom of the ladder 
(5). The occuptional pattern of the 
leaders indicated that as high as 86.7 
per cent of them considered farming as 
secondary occupation. The main occu¬ 
pations reported were service (12), 
trade (7) and skilled labour (7). Inter¬ 
locking of leadership was also a com¬ 
mon feature in the study region. 
Organisation at link-up extends to three 
or more institutions in respect of five 
leaders. Thirteen of the leaders were 
holding two offices at the time of this 


survey. In contravention of the restric¬ 
tion imposed in the Kerala Cooperative 
Societies Act (1969), eight leaders were 
in office for three or more consecutive 
terms on one pretext or the other. 
Further, 27 leaders continued in 
for the second term. 

Thus, we notice some sort of conti¬ 
nuity in leadership positions or a sort 
of vested interest at least in certain 
pockets in the region. Fifty-five per 
cent of the leaders joined the coopera¬ 
tive to avail of the loan facilities. Qther 
replies were: to serve the people (16), 
to organise the people (4) and persua¬ 
sion from party circles (2). Interestin gl y 
enough, five leaders could not *»«ign 
any reason for their membership of 
cooperatives. 

influance of costa 

Furthermore, an important feature 
disclosed by the data relates to the 
declining tendency of caste as a power¬ 
ful social factor influencing leader¬ 
ship pattern in rural power-structure in 
the region, thanks to political revivalism 
which in a way has been responsible 
for undermining the importance of this 
traditional social force. Thirty-three 
out of 40 (85 per cent) of the leaders 
owned land less than three acres in 
each case. The average income level 
of the leaders per annum was Rs 1977. 
This varied from Rs 1354 to Rs 3067 
between size groups. 

The share of non-farm income to 
total income ranged from 74 per cent for 
those owning less than four acres and 
43 per cent in respect of the so-called 
higher strata of the farming community 
(four acres and above). The overall 
position was 63 per cent. Since the co¬ 
efficient of variation of non-farm in- 
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dome wis lew than farm income, n on- 
farm income was more consistent 

Attitude: A significant proportion 
(57.5 per cent) of the leaders opined 
that the cooperatives were closer to 
farmers, followed by such answers as 
profit is less ^.pronounced in coopera¬ 
tives (40 per cent), democratic control 
and management (27.5 per cent) and 
personal surety system in lending, work¬ 
ing within the framework of bye-laws 
etc (10 per cent). On the whole, leaders 
were conscious of the distinct features 
of cooperatives. To the question, what 
for cooperatives are organised, the 
following replies were given : Provision 
of agricultural inputs (14), promotion 
of rural development (5), to inculcate 
democratic values in the minds of 
members, to eliminate exploitation by 
middlemen and distribution of consu¬ 
mer goods. 

popularity with mombors 

It is interesting to note that more 
than half (21) of the leaders felt that 
the performance of cooperatives was 
good for such reasons as satisfactory 
working, economic uplift of the villagers 
and low rate of interest on loans. 
However, the rest (19) were dissatisfied 
for such reasons as untimely loan, rigid 
policies pursued by the financing bank, 
official interference and mounting over- 
dues. All but four leaders felt that 
cooperatives were popular with their 
members. The leaders who felt other¬ 
wise expressed poor image of coopera¬ 
tives and cynical attitude of some 
persons for this state of affairs. All 
the leaders interviewed were of the 
view that cooperatives should earn 
profit. 

However, nearly half of the leaders, 
(19) did not keep deposits with the 
primaries with which ihey were asso¬ 
ciated. Eight of them opined that they 
had no surplus money to deposit with 
cooperatives on account of economic 
backwardness. However, the rest (21) 
gave no reason whatsoever for not 
keeping deposits with cooperatives. A 
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few of them (5) even admitted having 
deposits in commercial banks. Thus, 
there is reason to believe that a crisis 
of confidence pervades even among 
leaders regarding the efficacy of co¬ 
operatives in fulfilling their obligations 
to members. This become clear if we 
look into the responses of the leaders 
on the overall performance of the 
primaries. 

unsatisfactory performance 

A significant proportion (57.5 per 
cent) of the leaders was not satisfied 
with the way in which primaries func¬ 
tioned. Prominent reasons assigned 
were, non-viability (8) and official 
interference into the affairs of co¬ 
operatives (5). Absence of consumption 
loans, distribution of consumer goods, 
gold loan facility etc, also added dis¬ 
satisfaction among the leaders. On the 
merit side (42.5 per cent), among the 
reasons cited, satisfactory working (7) 
and absence of malpractices (3) figured 
prominently. Even those who portrayed 
a positive picture hastened to add 
qualificatory expressions such as ‘to 
some extent’, ‘in a way’ etc. 

(c) Knowledge : On the question of 
managerial control of the cooperatives, 
the responses were the following: 
Board of directors (27), President (5), 
Secretary (4) and government (4). A few 
leaders (4) also mentioned dual control 
adding either officials of the financing 
bank or government. Thirty-three out 
of 40 leaders had attended classes for 
office bearers of the primaries conducted 
by the cooperative education instructor. 
Twenty-five of them found it useful. 
The-rest felt it otherwise. A similar 
trend was noticeable even in respect of 
those leaders (7) who did not attend 
such sessions. An overwhelming pro¬ 
portion (38) of the leaders reported that 
the secretaries of the primaries were 
cooperatively trained. However, four 
of diem added that cooperative training 
need not become an essential condition 
to hold office of the secretary. Accor¬ 
ding to them ability to perform the job, 
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and not formal education, was of more 
significance. 

Farther, two leaders were not even 
aware of the educational status of the 
secretary of the primaries. Interestingly 
enough, 15 leaders were not even aware 
of the audit category of the societies. 
Of the rest (25), only five were able to 
answer correctly. But none of them 
succeeded in describing the mqjor cri¬ 
teria adopted by the departmental 
auditors in this regard. Nevertheless, 
most of them believed that general 
business performance was a major 
factor underlying such categorisation. 
Even though this was a vague assump¬ 
tion, it did carry weightage to their 
understanding on the question. 

alleviating poverty 

Cooperation as an instrument for 
alleviating poverty has been acclaimed 
in the past. Twenty-two leaders felt 
that cooperatives assist the poor through 
loans and other services. Ten of them 
qualified this with the term ‘in a limited 
sense’. Another eight leaders gave 
negative responses due to reasons such 
as official interference, land based 
lending system, etc. Some leaders 
argued that by asking the poor members 
to contribute towards share capital, 
cooperatives do not serve them well 
when it is known that most of them 
receive far less an amount than what is 
needed by them. 

A very high proportion (31) of the 
leaders expressed the view that coopera¬ 
tives can promote social and economic 
well-being of its members through 
cheaper credit (2), promotion of co¬ 
operative outlook (II), elimination of 
exploitation by intermediaries (9) and 
promotion of the habit of thrift (4). 
Reasons to think otherwise by a sec¬ 
tion (9) of the leaders were, absence of 
comprehensive service (6) and neglect 
of the poor (3). A significant propor¬ 
tion (19) of the leaders felt that over- 
dues in cooperatives were due to econo¬ 
mic backwardness of the members. 
Failure of crops, inadequate or untimely 
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assistance, wilful indifference werelisted 
by an equal number (7) of leaders. 
Less pressure to repay (63 and political 
backing (3) were other causative 
factors. Three leaders could not specify 
any reason for non-payment of dues to 
cooperatives by members. One of the 
leaders put the matter thus. Seventy- 
five per cent of the defaulters were 
economically backward while the rest 
relished non-payment, not the least 
due to pecuniary difficulties as 
such. 

To the question as to whom does the 
cooperative belong, as high as 34 (85 
per cent) of the leaders responded on 
right lines. However, when multiple 
response was allowed, the following 
replies also emerged. Members (25), 
members+government (7), officebearers 
(3) members 4-office bearers (3), affluent 
farmers (2) and none (1). A closer look 
into the above replies brings forth 
a certain amount of confusion which 
prevails on the part of leaders over this 
issue. 

poor awareness 

This becomes pertinent when we 
look into replies such as “mem¬ 
bers f office bearers.” Evidently these 
leaders were not able to identify 
themselves as members first and 
then office-bearers; hence this 
confusion. Awareness of the leaders 
regarding recent developments in the 
sphere of cooperation was rather poor. 
None of the leaders interviewed 
knew about the formation of the 
Farmers’ Service Societies (FSS). When 
the researcher introduced this topic, 
there was mixed reaction among them. 
Roughly 50 per cent were in favour of 
FSS, and the rest were sceptic about 
the outcome of this new venture. They 
argued that the village base of the pri¬ 
maries will be lost sight of. A section 
of them felt that FSS will become still 
another weapon in the armoury of the 
financing bank. 

cl) Politics : Cooperation is synony¬ 
mous with parly politics in the district. 


This can be traced through the manage¬ 
ment of cooperatives as well. Party- 
wise break-up of leaders in coopera- 
• tives showed that CPI(M) took the 
lead as 17 of the leaders emerged from 
that party, followed by Congress (9), 
PSP (7), CPI (5) and Muslim League 
(2). Half the leaders felt that political 
patronage was essential at least during 
the election of the office bearers. 
Besides, 13 others also held that poli¬ 
tical lineage was ‘helpful’. Only seven 
leaders gave negative replies. Coopera¬ 
tion is said to be democracy in action. 
All the ieadersalso felt this way. 

party affiliation 

Prime factors associated with leader¬ 
ship in cooperatives were ranked which 
demonstrated in clear terms that party 
affiliation (22) was one of the most 
influential factors which enabled leaders 
to become office bearers of the pri¬ 
maries. This was followed by perso¬ 
nality (9), organising ability (8) and 
economic status (1). It is significant to 
note that none of the leaders ranked 
education in this category. Evidently, 
the first three factors mentioned above, 
interact among themselves to bestow 
upon leadership qualities even in 
subsequent ranks (2 & 3). The other 
factors become prominent only in the 
last two ranks (4 & 5). 

Surprisingly, caste, the traditional 
factor was ignored by all the sample 
leaders. This was to be expected in 
the district which is known for 
political turmoil based on party ethos 
cutting across caste ranks. This simply 
shows that caste factor is latent in 
the region. Factions within the co¬ 
operative fold were not uncommon. 
Sixtyfive per cent of the leaders 
admitted this fact. Twenty of them 
attributed party politics as the single 
most important reason for this state 
of affairs. A few leaders (4) expressed 
apprehension in the democratic sys¬ 
tem of election of leaders. They argued 
that this process often deprived an 
institution the choice of finding leaders 
of the right calibre as elections arc 


conducted on party lines with some 
men having ulterior motives. 

e) Suggestions : A host of suggestions 
were put forward by the leaders for 
the better performance of the prima¬ 
ries. They broadly fall under three 
aspects. First, 50 per cent of the 
leaders expressed the view in favour 
of viable societies which will have 
wider coverage in membership and 
varied functions such as supply of farm 
credit, marketing of agricultural pro¬ 
duce, distribution of consumer goods 
(8), good loan facility (5), etc.. The 
second suggestion was mostly confined 
to ways and means to improve the 
meagre resources position of primaries. 
A plea for liberal government aid (12) 
and mobilisation of more deposits (9) 
were the prominent ones. Interestingly 
enough, few leaders (2) who were ag¬ 
grieved over the attitude of the financ¬ 
ing bank went a step further to sug¬ 
gest that the Reserve Bank should 
advance loans direct to the primaries. 
Last but not the least suggestion 
relates to the image of the cooperatives 
in general and public relation in par¬ 
ticular. Chief among them were ex¬ 
tension of period for short-term loans 
(8), end to political bossism (5), more 
powers to the committee (4), reduction 
in the rate of interest on loans (3), 
better building structure (3) and mini¬ 
mum official interference (2). 

major conclusions 

From the above discussion, a few 
major conclusions can be drawn. They 
stem from organisational and opera¬ 
tional weakness of cooperatives. The 
villian of the piece here seems to be 
the quality of leadership. In a way, 
the democratic decentralisation enabl¬ 
ed politicians to dominate the scene in 
the management of cooperatives. This 
gave scope to self-aggrandisement and 
vested interests under the garb of 
democratic management. However, it 
is difficult to decide whether the chord 
between politics and cooperation mani¬ 
fests itself to strengthen or weaken the 
organisational composure. A question 
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may be aXked : Do the politicians run 
after cooperative positions or are 
the cooperatives in search of politicians 
to champion their cause ? The present 
study reveals that it might be either 
way. 

Non-viability of primaries continues 
to be the bane of the movement. The 
clamour for liberal loan policies has 
been widely supported by leaders. In 
this connection some of them went to 
the extent of blaming the Reserve 
Bank for gradually retreating from its 
avowed objective of cheaper credit to 
the rural poor. Closely connected with 
this view which had been widely pre¬ 
valent among the leaders was to treat 
cooperatives as quasi-government 
institutions. 

Instances were many wherein leaders 
have expressed apprehension and re¬ 
sentment regarding official interference 
into the working of cooperatives. 
The education of the leaders was not 
found to be of much help in evolving 
sound policies for the development 
of the cooperatives. On the other hand, 
wherever leaders with integrity and 
business outlook have come to the 
stage, performance of such primaries 
has been found to be superior. Fur¬ 
thermore, it may be noted here that 
proximity of cooperatives to the village 


community has been applaude by 
leaders at times as the distinctive fea¬ 
ture of this institutional agency. This 
aspect should not be lost sight of 
while reorganising cooperatives in 
future. 

A general criticism has been that of 
domination by affluent farmers 
or other vested interests at the 
helm of affairs. Vested interest 
in the realm of politics was found to 
be true in the region under study. But 
the rich farmer domination was very 
much on the decrease. This stands 
in sharp contrast to the much-exhorted 
criticism elsewhere. As a matter of 
fact, a few leaders argued that as the 
affluent farmers keep themselves aloof 
from the cooperative fold, deposit 
mobilisation efforts has not succeeded 
in the past. 

An appalling situation that has been 
brought forth by this study relates 
to the frustration of the leaders 
(22) regarding the poor performance 
of the societies with which they were 
associated. Leaders in general felt 
that the management should have 
the final say with regard to the 
quantum of loans to be given to in¬ 
dividual members. They resented the 
present policy of interference by offi¬ 
cials of die financing bank in these 


matters. This, they argued, resulted in 
undue delay in the sanctioning of 
loans. 

To sum up, the present study has 
thrown up the following key issues. 
Leadership in cooperatives was essen¬ 
tially political in diameter in the 
region. Spontaneity even in its rudi¬ 
mentary form was not to be found in 
its grip. The study further underscores 
the fact that emerging leadership in 
cooperatives has been neither cohesive 
in character nor responsive to the 
needs of the community. Conflicting 
interests of leaders and members have 
disrupted harmony in the operational 
style. Functional literacy programme 
has not been of much help in this 
direction. 

As long as creeping political de¬ 
ments having divorced objective func¬ 
tioning compete with one another, 
the prospect of cooperatives to deliver 
the goods will indeed be bleak. Leaders 
detached from political passions and 
objectively placed are the need of the 
hour. There is an urgent need to fos¬ 
ter a business culture among the parti¬ 
cipants of cooperatives for their sheer 
survival. Thus, what ought to be done 
is obvious, but what can be accompli¬ 
shed remains a question mark. 
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WINDOW ON THE WORLD 

Economic scene as 


viewed in W. Germany 


This Is the last article by the late Jossleyn Hennessy, our special 
correspondent in London. As reported earlier, he died on 
April 29, 1976. 


I 

EUROPEAN MONETARY 
POLICY 

The West German federal minister of 
Finance, Herr Apcl, leads a dangerous 
life. Sometimes he feels, so he says, 
as if he has been kicked by a horse, 
and at others, in the words of his par¬ 
liamentary colleague Herr Stucklen, 
he risks snakebites. 

The reference to being kicked by a 
horse was a comment on the initially 
critical reception given by the general 
public to the reform of the tax system 
in 1975, while Herr Stucklen’s little 
joke was a reaction to Herr Apel’s 
optimistic statement that the European 
currency snake would continue to func¬ 
tion well even after France had left 
it for the second time. Herr Stucklen’s 
warning was not unjustified, even if 
the most recent upheavals in the 
snake’s belly have been followed by 
comparative calm. 

Cooperation in a European Mone¬ 
tary Union based on fixed parities, 
with limits as to possible exchange 
rate fluctuations, was evolved as the 
nucleus of a stable community which 
would gradually embrace all those 
countries willing to undertake to follow 
a given line in economic financial and 
monetary policy. 

Experience so far, however suggests 
that in cases of doubt the joint obliga¬ 
tion becomes a matter of free choice. 
The association within the snake—which 


to some extent is a minor Bretton 
Woods agreement—is therefore liable to 
fail for the same reasons as its more 
ambitious predecessor, namely because 
of member countries’ continued failure 
to observe both written and unwritten 
rules designed to maintain or regain 
internal and external stability. 

akin io a pub 

Even the departure of one country 
from the Monetary Union for a limited 
period is a setback and at best repre¬ 
sents a temporary revision of priori¬ 
ties at the expense of the goal of a 
harmonised economic policy. If, how¬ 
ever it becomes the rule rather than 
the exception, for countries to quit 
and reenter the Union as they like, 
the association within the snake begins 
to look like a pub which one visits 
when in the mood for convivial ref¬ 
reshment. Given the second departure 
of France and the continuing absence 
of Italy and the United Kingdom, one 
can only wonder whether the snake 
should cast or retain its skin — by which 
1 mean the initial framework for a 
monetary union—not preserved for 
exhibition in a museum where it can 
be studied by experts who then write 
learned treatises, but as a cloak under 
which those countries willing and 
desirous of stability may once again 
gather. 

The protagonists of flexible exchange 
rates are jubilant and Professor 
Gutowski of the West German Council 


of Experts has logically pleaded for 
the abandonment of the currency on 
the grounds that it is obviously im¬ 
possible to achieve a unified economic 
policy within the European Com¬ 
munity at this point in time. Where 
events would than lead is not difficult 
to say. 

Illuminating on the retreat to 
national points of view is the argu¬ 
ment put forward by the three Benelux 
countries, (Belgium, Netherlands and 
Luxembourg) to justify the abandoning 
of the so-called “mini-snake”. These 
three countries agreed to keep the 
exchange rates of their currencies with¬ 
in a narrower margin of 1.5 per cent 
compared with the “maxi-snake” 
where variations of up to 2.25 per cent 
are possible. Belgium, the Netherlands 
and Luxembourg hoped that this 
agreement would help them to work 
towards even greater stability. 

declared aim 

The discarding of the concept of the 
“snake within a snake” now serves the 
declared aim of providing the three 
countries with ‘‘greater scope in mone¬ 
tary policy”. This can only be inter¬ 
preted as meaning that the obligation 
to greater monetary stability is regard¬ 
ed as a tiresome bond that will at 
least have to be loosened. The next 
step towards total freedom in monetary 
policy is logically the departure from 
the big snake or free floating as already 
exercised by the other EEC members. 

With an eye on this trend, the 
Monetary Committee of the European 
Parliament spoke with justified anxiety 
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of the danger of a race to devalue. It 
was not, §te committee pointed out, 
so much a* question of whether one 
wished br not to retain the currency 
snake but rather; of preventing a race 
between the countries of Europe to 
devalue their,currencies, since we could 
otherwise be faced in the next few 
weeks with “more or less dramatic 
events”. 

A high official of the American 
ministry of Finance said in a press 
interview that, after consultation with 
other governments during the last 
period of trouble on the currency mar¬ 
ket, the United States had intervened 
in order to maintain order. In fact the 
central banks had not been as success¬ 
ful in . maintaining order as they 
would have wished, but without the 
agreement of the central banks to 
cooperate that was reached in Jamaica 
things would have been even worse. 

It was important, the American spo¬ 
kesman said, to avoid a currency war, 
but in saying this he did not mean 
that he thought that the outbreak of 
such a war was already in sight. 

a chronic tendency 

The American regretted that, despite 
the general acceptance of floating, 
there still existed what he described 
to as a chronic tendency to “par- 
value-itis”. People gazed mermerised 
at the changes in parity in order to 
see who had again the advantage. The 
American was obviously referring to 
a statement by the French minister, 
Monsieur Foureade, who justified 
the decision to let the French franc 
float again by the need to protect 
French foreign exchange reserves, and 
he uttered the reproach, which attract¬ 
ed a great deal of attention, namely 
that Italy and the United Kingdom had 
used the exchange rates of their cur¬ 
rencies in order to increase exports and 
employment levels. This is certainly 
not true of the British government, 
which, is trying desperately hard to 
fight .inflation. 

A falling exchange rate of course 


raises the prices of all imports and 
the UK is particularly dependent 
on imports of food as well as of 
key raw materials whose prices 
affect the costs of manufacturing UK 
exports and therefore can in some 
cases price them out of their overseas 
markets. Although the French repro¬ 
ach was promptly rejected by both the 
British and the Italians, the European 
monetary dimate will remain thun¬ 
derous for some time. 

In Bonn both the government and 
the opposition agreed on emphasising 
the need to retain the European 
Monetary Union and to work for 
closer cooperation with other European 
currencies. Fortunately, however. 


from the West German viewpoint, this 
willingness to cooperate does not go so 
far as to cause West Germany to seek 
to reduce frictions in Europe by 
“adjusting” to the more rapid inflation 
rates in partner countries. 

There are obviously ideas in Paris 
of combining the foreign exchange 
reserves of all the members of the 
Community and the wonderful sugges¬ 
tion of one member of the French 
Parliament that the franc and the 
D-mark should combine in a joint 
unit of currency is only another way of 
saying the same thing. Recourse to 
the much sought after Rheingold, in 
this case the gold and currency reserves 
of the Bundesbank, would indeed 


Llyods Bank, Curzon S treet Branch, 
London WIX REC. 

Dear. 

I regret to tell you that “Odysseus’'* died on the evening of April 29. 
1976, quite suddenly and that therefore the articles must come to an end. I 
don’t know if you intend to reveal his name to the readers of the paper as 
Jossleyn Hennessy or not. 

At any rate as his son, I would like to say that I know the writing of this 
column used to give him great satisfaction. I feel sure that if the best of them 
were searched oat and collected together they would make an interesting 
monument to the work of the Eastern Economist, a record of the times, and a 
book with a sale, in India. 

He knew India well and I find on his shelves «large collection of most un¬ 
usual books on the high ways, and the least known tracks of Indian history 
over the past 200 years and longer. He came to India before World War II 
in government service to head a department of publicity and after a period of 
years in America daring the war working for the Indian government, returned 
again to journalise and became Calcutta stock broker before eventually retiring 
to this country. His wife’s family had connections with India going back into 
the previous century. 

Unfortunately my own work docs not bring me to India and with them the 
connection ends, indeed, it ends with you. 

If ever you come to England and you wish to look me up I shall be delighted | 
to meet yon and meet the man who gave my father his longest employment I 
amongst the other work he did. 

Yours sincerely, 
3d/- Armyn Hennessy 

P.S. He died about 2 months after two serious hip operations; was 
making a good recovery when he suddenly died at a reception. 

‘Odysseus was the pseudonym used by Jossleyn Hennessy for many years. 
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a new name for free 
flow of fuel 

lt‘s original equipment on 
Ambassador, Premier, Standard 
Gazel cars and Standard-20 
Petrol trucks. 

Hitherto known as S.E V., the IBEX Fuel 
Pumps are from the same organisation 
which, for over two decades, has 
perfected the precision-engineering 
technology for manufacture of 
Fuel pumps. 

And for Genuine spares — after normal 
wear and tear—rely on... 

CAREPAC 

to keep your IBEX Fuel Pump in perfect 
.running condition. 

Manufacturers: 

CARBURETTORS LTD. 

29. Mount Road. Madras 600002.. 

Please contact for your requirements 

SARAN MOTORS PVT. LTD., 

I Pearey Lai Building, Janpalh, 

New DelhMIO 001 

SIYARAM BROTHERS 

Kaahmere Gate, DelhMIO 000 
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make impossible to continue with an 
exp@»iiNiMy Foliey for some lime and 
make a monetary war superfluous, but 
West 'Germans consider that the 
{nice »too high, and even a hardboiled 
German minister of finance cannot 
simply sjt back and let himself be 
bitten by a snake. 

On the other hand, we should not for¬ 
get the lessons learned in the early thirt¬ 
ies when the idea that a country could 
gain an advantage in trade by manipu¬ 
lating its exchange rate proved to be 
a tragic error. The countries of Europe 
are faced with toe choice between 
accepting the often difficult obligations 
of belonging to the European Com¬ 
munity or of acting purely in their 
national interest—in which case, as 
the Committee of the European Parlia¬ 
ment responsible for such matters put 
it, “dramatic developments" are likely 
to occur. 

II 

GROUNDS FOR OPTIMISM 

Investment destroys jobs, because 
as a rule it not only has the effect of 
increasing capacity, but also of saving 
on manpower. At times when unem¬ 
ployment is high and industry is not 
working to full capacity, any invest¬ 
ment incentive will not be in the in¬ 
terest of toe work-force. It will just be 
a gift to employers. This type of policy 
tends to swell yet further the ranks 
of toe Marxist philosophy's “industrial 
army reserve", or at least to maintain 
its numbers. Naive minds accept such 
arguments by itinerant political prea¬ 
chers just as freely as the doctrine 
that every crisis caused by insufficient 
demand can quickly be overcome 
merely by giving an adequate boost 
to general purchasing power, in other 
words by raising wages as required. 
And these preachers boldly maintain 
that there need be no fear of the in¬ 
ternal economic repercussions of such 
an action if expansionist Keynesian 
monetary policy is practised on a 
worldwide scale! A vision which sug¬ 
gests that if Coleridge's Ancient Mari¬ 
ner were to resume his travels from 


land to land today, he would for 
“Water, water everywhere but not a 
drop to drink" substitute “Paper, paper 
everywhere but net- a scrap that'll 
buy a thing". 

insurance for future 

“Investment—Insurance for the 
Future", the theme of a joint sym¬ 
posium in Bad Godesberg organised 
by the Verein Deutscher Maschinen- 
bauanstalten (VDMA) (German Mecha¬ 
nical Engineering Association) and 
toe Institute der Deutscben Wirtschaft 
(IW) (Institute of German Trade and 
Industry), was obviously aimed at 
these arguments. The guest speaker, 
Dr Brunner, who represents West 
Germany on the European Commis¬ 
sion, sought to justify this theme by 
observing that in view of toe acute 
problem of five million unemployed in 
the member states, “even unreasonable 
theories have to be looked into". 

Although those taking part in the 
platform discussion represented a 
mixture from the public and private 
economic camps, they found that 
differences were minor by comparison 
with what they had in common—thanks 
to clever chairing of the discussion, 
and, perhaps somewhat to the amaze¬ 
ment of many of the delegates. In the 
face of persistent questioning by an 
industrialist, the spokesman for the 
German Trades Unions' Economic Insti¬ 
tute even went as for as to say that 
although his association had adopted 
no definite standpoint, there was a 
tendency to leave individual decisions 
to companies on the fundamental issue 
of investment planning. The union 
spokesman ‘said nothing about the 
scope of toe requirements to be fixsd 
by the government or about ail toe 
factors which are nowadays included 
under the comprehensive heading of 
structural policy. 

Currently fashionable views prevailed 
—at least if numbers are anything 
to go by: there had not been enough 
investment in West Germany during 
the hut five years There is a link bet¬ 
ween investment, employment and 


growth. Under-employment is eco¬ 
nomically, politically and socially 
damaging and not to be tolerated in 
the long term. One million new jobs 
must be provided over the next five 
years. Investment in rationalisation 
should not be taboo, even when it 
may reduce the number of jobs avail¬ 
able. On the other hand, obvious pro¬ 
blems and conflicts were kept in toe 
background and two fundamental ques¬ 
tions left unanswered: do investment 
incentives make sense even when there 
is no need for expansion because de¬ 
mand is falling? Should priority be 
given to public or private investment? 

Ill 

THE END OF THE GERMAN 
“MIRACLE”? 

Apparently the organisers were 
aware from the outset that platform 
discussions frequently suffer from the 
occasional cramping endeavour to 
issue joint statements at all costs and 
to paper over fundamental points of 
disagreement. To supplement the 
platform speakers, the German Mecha¬ 
nical Engineering Association and the 
Institute of German Trade and Indus¬ 
try let the facts speak for themselves, 
and these facts are so important that 
they cannot be repeated often enough. 
Here they are: 

I. Although during 1974 andj 1975 
all the chief industrialised nations 
were in the grip of a definite recession 
in investment. West Germany was the 
only major industrial state in which 
the trend in investment was consistent¬ 
ly weak or retrograde as for back as 
1971. Germany’s share in the volume 
of investment by all the OECD coun¬ 
tries dropped from II.I per cent in 
1970 to 9.5 per cent in 1975. If capi¬ 
tal growth has proceeded “normally”, 
as in the period 1960 to 1970 (annual 
average 5.7 per cent), a total of about 
DM 110,000 million more would have 
been invested from 1971 to 1975. The 
result is that the age structure of 
capital assets in German industry has 
deteriorated drastically. Whereas in 
I960 only just one third of plants was 
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more than 11 years old, the proportion 
by 1974 was already 45 per cent, and 
has since risen to 50 per cent. 

II. The drop in demand caused by 
stagnation in investment has resulted 
in the loss of about one million jobs 
in the capital goods industry and its 
suppliers. 

III. The wages ratio — the propor¬ 
tion of the national income made up 
of gross income from employment — 
rose in Germany from 60.6 per cent in 
1960 to 71.8 per cent in 1975. The 
cost of wages per manhour worked in 
manufacturing industry increased from 
1.97 dollars in 1969 to over six dollars 
in 1975. Comparative figures for Ger¬ 
many's major competitors are as 
follows: France from $1.62 to $4.39. 
Italy from $1.53 to $4.15. 

EEC commission member Brunner 
nevertheless encouraged German indus¬ 
trialists to invest more and referred to 
the Federal Republic's favourable 
development during 1975, when unit 
wage costs rose by “only” 6.5 per cent 
here, whereas they went up by 22 and 
33 per cent in France and the United 
Kingdom respectively. However, to be 
valid, comparisons must cover longer 
periods of time if they are to illustrate 
changes in competitive ability. 

cost pressures 

IV. Cost pressures reduced the 
profit-sales ratio of public industrial 
companies from 3.25 per cent in 1968 
to 1.52 per cent in 1974, and in fact in 
the German mechanical engineering 
industry it dropped to 1.2 per cent as 
against two per cent in France, 3.8 per 
cent in the United Kingdom and four 
per cent in the USA. Since 1971 the in¬ 
terest on outside capital in W. Germany 
has been considerably higher than that 
on companies’ own funds, whereas 
under normal circumstances the yield 
on liable funds should include an extra 
2 to 3 per cent to cover the risks 
involved. 

V. As a result of this deterioration 
in earnings, the capital base of West 
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Cferman companies has shrunk signifi¬ 
cantly, from 36.7 per cent of the 
halaacesheet total in 1968 to 28.9 per 
cdht 1974. Compared with other coun¬ 
tries — Japan alone excepted — the 
Federal Republic has the record in 
under-capitalization. 

VI. The only international league 
headed by German companies is that 
of the tax burden on retained profits. 
Just about 61 per cent is eaten up in 
corporation taxes, as compared with 
about 52 per cent in the USA and the 
United Kingdom, around 50 per cent 
in France and Italy and 48 per cent in 
Belgium and the Netherlands. 

political considerations 

Statements of belief such as the 
West German Chancellor’s “today’s 
profits are tomorrow’s capital expen¬ 
diture and the day after tomorrow’s 
jobs” are useless if they do not lead to 
modifications in tax policy — or at 
least adjustment of tax relief on depre¬ 
ciation to international standards. 
Neither spokesman for the federal 
Economics ministry nor the SPD 
parliamentary group have been willing 
or able to hold out any prospect of 
this. Admittedly economic realities 
must eventually prevail, but political 
considerations delay or hinder vital 
decisions. Anyway, there does not seem 
to be any tax relief in sight for Ger¬ 
man companies, although it is meant 
to be a consolation, the Berliner Han¬ 
dels und Frankfurter Bank sums up 
what it calls the “sad facts” as follows: 

“Here in Germany we seem prepared 
to rely on those around being even 
more foolish than we are and on a 
continued rapid rate of inflation in 
those countries that are our trading 
partners. This is obviously the main 
source of official government confi¬ 
dence, but it is not helpful to com¬ 
panies which have to reckon with the 
exchange rate fluctuations inevitably 
associated with such expectations.” 
The low rate of inflation in West 
Germany keeps the value of the DM 
up and enable foreign critics to claim 
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that it is .“over-valued” and foreign 
exporters'to Undersell German expor¬ 
ters. 

May I remind you that when the 
SPD (Socialists) won the' general 
election in 1969, they inherited from 
the previous Christian Democratic 
government what was then without 
question the strongest economy in 
Europe. The Six causes for woe out¬ 
lined above have emerged in the course 
of the subsequent seven years of 
Socialist policies. It is, however, inte¬ 
resting to note that in the end econo¬ 
mic ideologies give way before econo¬ 
mic realities, as they are in the UK 
today. The economic policies that Mr 
Callaghan and Mr Healey are pursuing 
arc, as their restless Left Wing insists, 
entirely contrary to the Labour party’s 
Socialist election manifesto, and are in 
line with those advocated by leading 
non-politjeal economists in the UK, 
the USA and West Germany. 

public support 

Public opinion polls steadily show that 
the majority of the electors support the 
Callaghan — Healy policies. In other 
words after so many years of Welfar¬ 
ism, the idea has sunk in that a coun¬ 
try cannot divert ever increasing sums 
to charitable causes unless its industry 
and commerce are earning enough to 
be able simultaneously to earn more 
and more to keep the economy as a 
whole flourishing and allow it to indulge 
its compassionate instinct without con¬ 
tinuously undermining the productive 
forces of the country — a process 
which inevitably leads to inflation and 
bankruptcy and may end in revolution. 

I think that the Berliner Handels and 
Frankfurter Bank, whose latest New 
Letter I have summarised above, is 
too pessimistic, because recent public 
opinion polls in W. Germany all show a 
steady swing against Socialism, a 
trend supported by the defeat of a 
Socialist government and its rep lay , 
ment by Christian Democrats in the 
recent elections in the fedaral state of 
Lower Laxony. 
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Land reforms in Sri Lanka 


Some 700 million people subsist on income of less than %7Sa 
year in the rural areas of the developing world, locked in misery, 
hunger, unemployment. In many places, a first step to free these 
people from poverty would be to give them a piece of land where 
they can work and produce. Three years ago Sri Lanka launched 
an ambitious programme of land re-distributlon affecting a quarter 
all its cutivated land. Paul Harrison who visited the island 
recently, describes the Impact of land reforms on employment 
opportunities. 


Most rural families in Sri Lanka 
know only too well what a scourge is 
unemployment and underemployment— 
probably the most crucial of the many 
problems a developing country like Sri 
Lanka faces. But it is only in the last 
few years that Sri Lanka has been able 
to make a real impact on the situation 
through its ambitious programme of 
land reform. 

Between 15 and 20 per cent of the 
labour force in Sri Lanka is un¬ 
employed or underemployed, and that 
amounts to more than half a million 
people. Unemployment is not evenly 
distributed: it takes its heaviest toll 
among young people under 25. In this 
age group, as many as two out of five 
have no job, and, sadly, the more 
educated they arc, in general, the more 
likely they arc to be out of work. And 
things are not getting any better: 
around 250,000 job seekers flood onto 
the market every year from the schools. 
Neither the civil service nor industry 
can absorb them. Indeed, the number 
of jobs in manufacturing in Sri Lanka 
shrank from 124,000 in 1972 to 97,000 
in 1974, because adverse trade balances 
affected resources necessary for deve¬ 
lopment. 

tragic waste 

This represents a tragic waste of 
human potential and of production. 
But it also adds up to an ominous 
threat to Sri Lanka’s political stability. 
For the unemployed youths are under¬ 


standably disenchanted with the status 
quo, and attracted to extremist political 
movements, like the Janata Vimukti 
Peramuna which staged an armed rebel¬ 
lion in 1971. Solving the employment 
crisis is therefore a central political and 
developmental objective for Sri Lanka. 

One of the prime causes of unemploy¬ 
ment in Sri Lanka was always thought 
to be disdain for agricultural labour 
among the well educated youth; school¬ 
ing, it was argued, produced aspirations 
which the jobs available just couldn’t 
match. Urban jobs were attractive too 
because they generally paid better than 
rural ones. But in practice whenever 
rural work opportunities were provided 
for educated youths—in youth colonics 
and cooperatives—there were always 
plenty of applicants. They would 
rather have a humble job than none at 
all. 

land shortage 

But the real underlying employment 
problem was that the land in Sri Lanka 
just did not provide enough jobs for the 
island’s population, booming at the 
rate of 2.2 per cent per year. That was 
true of the two main types of land- 
holding: paddy lands, usually in small¬ 
holdings, and the larger estates growing 
mainly tea but also coconut and rubber. 

A glanoe at the paddy lands in the 
central highlands shows just what the 
problem is. The irrigated fields and 
terraces are 6plit up by low walls into a 


patchwork of' thousands of minute 
parcels, each one with a different owner. 
And because a man’s property is divided 
equally among his heirs, the plots are 
getting smaller. Most families in the 
paddy areas just do not have enough 
land to provide work for all their 
members. 

But the big tea estates could not pro¬ 
vide a reliable source of employment 
either. Since 1945, few of the company 
estates have carried out the investment 
that was needed to create and sustain 
more jobs for the increased population: 
for example, replanting old tea. bushes 
with new high yield varieties, fertilizing 
and weeding, and providing adequate 
housing and health facilities for their 
workers. The result has been endemic 
underemployment on the large estates: 
about one in five of the labour force 
works short hours, and in some months 
of the year there is hardly any work 
for the men. 

low per capita 

Underemployment and unemployment 
mean low incomes too. Most of the 
rural families in Sri Lanka were spend* 
ing almost the whole of their income on 
food. This, in turn, meant low demand 
for manufactured goods—and therefore 
fewer industrial jobs. 

Land reform was one of the measures 
recommended by the ILO’s World 
Employment Programme Mission in 
1971 to boost employment. In 1972, 
the Sri Lanka government passed an 
ambitious Land Reform Act which took 
over all private holdings above 25 acres 
of paddy land or 50 acres of other land. 
Company estates exempted in 1972 were 
taken over in 1975. In all, just under 
a million acres arc affected—a quarter 
of all cultivated land. 

The land reform has hardly affected 
the paddy lands. But in the estate 
sector it is already having a big impact 
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on employment. The estates have almost 
all been kept intact as working concerns. 
The bigger ones are being run by the 
State Plantations Corporation. The 
rest have been taken over by local co¬ 
operative societies and new collective 
villages, under the aegis of the Land 
Reform Commission. The effect on 
employment has been significant. For, 
where the old owners often took their 
profits while the going was good, the 
land reform estates plough back a lot 
of their profits into new investment. 

Puwokgahena estate, for example, 
was 400 acres of neglected wilderness 
before it was taken-over by a coopera¬ 
tive society. The roads were barely 


passable and the tea bushes were 
unpruned and overgrown by weeds. 
The estate was employing only 30 
. workers, and only for three or four days 
in the week. Now there is enough work 
for 400 people working seven days a 
week. Some of their time goes into 
improving housing and laying on faci¬ 
lities such canteens, nurseries and com¬ 
munity halls. 

Or take Walahanduwa estate, one of 
the new collective villages: 1,850 acres 
of tea, rubber and paddy. The profits 
at the end of the first year of operation 
are expected to be about 1.25 million 
dollars. Half of this will go to the 
Land Reform Commission to help start 
up new collectives; a quarter will go to 


the local village to help with schools 
and health facilities; and the rest will be 
distributed among the 1,100 workers. 
This profit will almost double their 
incomes, and make rural work far more 
attractive in comparison with urban 
work. It will also enable them to buy 
more manufactured goods which will, 
in turn, create more jobs in industry. 

These two estates are outstanding 
examples: but the overall effect of land 
reform has been the same. More is 
being invested, more work is available 
on the land. Income is more equally 
distributed between town and country— 
and an end is promised to the most 
glaring and grinding rural poverty. 


Holding on to the advantage 6 


The outcome of dialogue between the developing countries and the 
industrially developed countries will have fundamental 
consequences for industry everywhere. 


by THR time this article is printed, two 
economic events of great consequence 
to all countries will have concluded; 
the meeting between the industrially 
developing world and the most highly 
industrialised states at the UNCTAD 
session in Nairobi and the OPEC 
meet in Bali. Whatever their out¬ 
come, the decisions taken will have 
fundamental consequences for industry 
everywhere for, whether of the solid 
or liquid type, they will have 
been concerned with the essential raw 
materials of energy and manufacture. 

To some extent, also, both occasions 
will have been confrontations. The 
industrially developing countries seek¬ 
ing a greater and fairer share in world 
commerce inevitably challenge the rela¬ 
tively easy profits made by producers 
of raw materials nearer the manufac¬ 
turers or the lingering exclusiveness of 
the manufacturers’ markets. To some 
extent, through the medium of GATT, 


Geneva discussions such as the Ken¬ 
nedy Round and UNCTAD council 
meetings and some commonwealth 
negotiations, manufactures from newly 
industrialised states have, on the whole, 
fared better than countries whose in¬ 
comes depend on exports of raw 
materials. The latter have all too 
often been obliged to compete in a 
buyers’ market and to sell at prices 
ridiculously below their value to the 
industries depending on them. The 
only trump card in the raw materials 
producers’ hands is the essentiality of 
their material to industries, mostly in 
foreign countries and other continents. 
The strong disinclination, if not out¬ 
right unwillingness, of the fully indus¬ 
trialised states to support any varia¬ 
tion of the idea of building buffer- 
stocks and of allowing to be held until 
fairer prices were available in the mar¬ 
kets has illustrated in Geneva and 
Nairobi all to clearly the intention of 
manufacturers in America and Europe 


to hold to their advantage as long as 
possible. > 

The element of confrontation at the 
OPEC session in Indonesia’s luxuriant 
island of Bali is, by contrast, a more 
equal struggle between the ground 
owners of oil and the industries which 
need that oil out of the ground and 
refined in order to move their machines 
and transport. Industry, in contrast 
to agriculture and mining, is essentially 
mobile. The threat of machines laid 
still and of transport made motionless 
by want of fuel is a nightmare to 
industry which has driven it and its 
civil governments to force forward 
research into and use of nuclear 
power. 

The oil states, knowing they are in a 
race with the development of nuclear 
energy as the main propellant of 
industry and with the increasing use 
of natural gas are intent on extract¬ 
ing as great a profit from their shrink* 
ing asset as possible while the running 
is still in their favour. Compared with 
the industrially developing states’ chal¬ 
lenge, the oil states are short-term 
contenders. Their great asset is the 
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high percentage of the world’s oil with¬ 
in the area of the oil-and-developing 
states. 

The western industrialised countries 
have only 10 per cent of that oil, the 
socialist states have much more but 
only 16 per cent at that; the oil 
and developing countries have a 
massive 74 per cent of oil resources. 
Their greatest ally against being even¬ 
tually replaced as sources of energy by 
nuclear power is the growing public 
anxiety about the risks involved in 
use of the latter and about disposal of 
its waste. Currently there is a scare 
that the oceans are being slowly poi¬ 
soned by nuclear waste sunk into 
their depths in thick concrete and 
steel drums. 

towards recovery 

While the western industrial world 
waits to learn the results from Nairobi 
and Bali it is slowly but certainly re¬ 
covering its manufacturing and trading 
strength from the sharp recession of 
1974. The economic experts of the 
Organisation for Economic Coopera¬ 
tion and Development (OECD) based 
in Paris will be telling their 24 member 
nations that all main economic indi¬ 
cators are moving upwards. At home 
in the USA the market has developed 
also an upward thrust. For nearly a 
year the USA’s economy has shown 
signs of recovery. 

In Europe, also, interest rates are 
being lowered both for deposits 
and credits as the banks become 
aswim with cash. Credits are being 
offered as never before and govern¬ 
ments are beginning to drain off 
surplus cash again with bond offers. 
Mr Burns, chairman of the US Fede¬ 
ral Reserve, expressed the sentiment 
for west Europe as well as for the USA 
when he recently remarked that reco¬ 
very has been running for a full year 
and that they looked ahead to an¬ 
other full year of expansion. The OECD 
economists, in fact, think it necessary 
tor governments to moderate the reco¬ 


very in order to avoid an inflationary 
boom-and-bust phenomenon and to ens¬ 
ure instead a sustained recovery. At the 
moment there is, in most places, 
growth in output, international trade 
and in the labour market—even though 
unemployments remain at quite unac¬ 
ceptably high levels in all the most 
industrialised states. It is the little 
EFTA countries—with the exception 
of their affiliate, Finland—that enjoy 
minimal unemployment while the 
European Community states moan of 
million-or millions—high levels. 

While the industrialised west reco¬ 
vers from the worst effects of recession 
and can afford to regard both Nairobi 
and Bali as events but not as possible 
disasters the non-oil-producing indus¬ 
trially developing countries are in an 
improved current account position. 
According to OECD, their $ 27 billion 
deficit recorded in 1975 will have been 
substantially reduced. Their prediction 
of an increase by six per cent in the 
OECD area’s imports this year can 
also give some cheer to other parts 
of the world. 

guest workers 

The section of the world's economy 
that is not recovering from the indus¬ 
trial setback four years ago is that of 
imported labour—the “guest workers” 
as they are deceptively known in cen¬ 
tral Europe. According to UNO stu¬ 
dies more than 1.3 million of them 
have gone home: the ILO puts the 
figure as high as two millions with a 
forecast that another half million will 
have gone by the year 2000. Those 
who have gone will certainly not come 
back and the countries to which they 
have returned have little work to offer 
them. They are the flotsam of indus¬ 
trial fortune. At the same time, mil¬ 
lions of these foreign workers remain 
throughout western, central and in 
much of northern Europe for the most 
part modestly prosperous but essen¬ 
tially alien to their surroundings. 

Since the rest of this year will be 


given over to elections in Italy next 
month, in W. Germany immediately 
after the summer holidays, next October 
and in the USA in November—the 
ordinary run of affairs becomes in¬ 
creasingly overlaid with party politics 
and the comicalities of campaigns. 
They do not obscure the fact, however, 
that, as they mutually recover from 
the effects of high oil prices, the two 
segments of the western industrial 
world—the USA and the European 
Community based on Brussels—are 
moving away from one another in 
trade policies. The Community has 
recently rejected the US suggestions to 
limit Community-made speciality steel 
export to the United States under an 
orderly marketing agreement. 

community fears 

The Community fears, as do many 
others, that the United States is mov¬ 
ing in the direction of protectionism. 
The official tune in Washington is the 
virtue of free trade. But below that 
melody are undertones warning others 
against what the USA considers their 
unfair trade practices. In special steel 
the US complains that Community 
exporters increased their supplies to 
the US markets in 1975 at a time when 
the US industry suffered a 45 per cent 
production cutback with unemploy¬ 
ment in the industry running at 25 per 
cent. There is risk that, in an election 
year, the easy appeal of a pro- 
tectionits policy may make head¬ 
way. 

It remains to be seen if the Ameri¬ 
cans will protect their jobs and 
earnings in the special steel trade in 
face of the European Community’s 
refusal to limit exports to the USA. 
Since its Trade Act of 1974 came into 
force, the USA has imposed counter¬ 
vailing duties against foreign products 
“dumped” in their markets in only 
six cases—against a total of 112 com¬ 
plaints. The record is good but high 
quality steel is so vital an industry 
that it could start a tariff affray across 
the A^ami?. 
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TRADE 

WINDS 


Aid India Consor¬ 
tium 

The Aid-India Consor¬ 
tium has pledged a sum of 
$1,700 million as aid and 
grantsto India for 1976-77. 
Of the total, $1,00 million 
will be provided by donor 
countries in bilateral aid. 
The World Bank will extend 
the remaining $700 million. 
The amount includes about 
$160 million as debt relief. 

The consortium consists 
of 13 donor countries and 
six World Bank Institu¬ 
tions. While the United 
States has not made any 
new pledge, it had already 
signed an agreement with 
India under PL-480 for 
$83 million and there is 
another proposal for $61 
million. It is not clear 
when the second proposal 
will come through. The US 
has also not made any com¬ 
mitment on debt relief. 
Bilateral pledges made for 
1976-77 almost equal the 
amount pledged last year, 
but the World Bank contri¬ 
bution this year would be 
almost $20Q million less — 
from $900 million last year 
to $700 million. 

Though no figures of 
commitment of individual 
donors were officially 
given, Britain is understood 
to have increased its contri¬ 
bution as also a number of 


other countries. There were 
indications of a long term 
commitment made by the 
Scandinavian countries. 
According to authoritative 
sources, several donor coun¬ 
tries have also announced 
softening of their terms. 
Among them is West Ger¬ 
many which has accepted 
the International Develop¬ 
ment Agency terms under 
which repayment is to be 
made in 50 years inclusive 
of a 10-years grace period. 
Japan too has increased its 
contribution marginally 
with the provision ofdcbl 
rescheduling. Japan has 
also improved its terms of 
credit. 

HSL Restructured 

The three integrated steel 
plants at Bhilai, Rour- 
kelaand Durgapur will be 
formed into independent 
companies with their own 
board of management. They 
will be fully owned subsidi¬ 
aries of the Steel Authority 
of India. 

Announcing the long awai¬ 
ted structural changes in 
Hindustan Steel Limited in 
Parliament on May 25, Mr 
Chandrajit Yadav, minister 
for Steel, said that the 
alloy steel plant at Durga¬ 
pur — another major ope¬ 
rating unit under HSL con¬ 
trol — would also be form¬ 
ed into an independent com¬ 


pany with its own board of 
management, as a fully- 
owned SAIL subsidiary. 
Mr Yadav said that Durga¬ 
pur steel plant would conti¬ 
nue as the residual HSL. 
The Rourkela steel plant 
would include the fertiliser 
plant at Rourkela. 

The following are other 
major structural changes: 

The coal washeries at 
Dugda, Bhojudih and 
Patherdih (which supply 
prime washed coal to the 
steel plants) will be trans¬ 
ferred to the Bharat Cok¬ 
ing Coal Limited. The 
management of these wash¬ 
eries is already with BCCL 
since April 1, last year. 

Close Coordination 

Internal and internatio¬ 
nal sales and marketing 
will be handled by one com¬ 
pany in order to ensure 
close coordination between 
domestic marketing and 
export planning. Accord¬ 
ingly, internal sales will be 
taken over by SAIL inter¬ 
national Ltd. 

The HSL liaison office 
in London will be transferr¬ 
ed to SAIL International 
Ltd. 

The management train¬ 
ing institute and also the 
research and development 
organisation of HSL will be 
transferred to SAIL. 

Mr Yadav said “necessary 
action is being taken to set 
up the new companies and 
to transfer the assets and 
liabilities of various units 
on the basis of audited 
accounts and in accordance 
with the provisions of the 
Companies Act and other 
relevant enactments/’ Pen¬ 
ding completion of legal 
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formalities, the work of 
internal sales had been 
transferred to SAIL Inter¬ 
national Ltd with immedi¬ 
ate effect. Similar action 
was being taken in respect 
of the transfer of the 
management training insti¬ 
tute and R and D to SAIL. 

The Steel Authority, he 
said, “will continue to co¬ 
ordinate the activities of 
the new companies and 
units, to determine their 
economic and financial 
objectives and targets and 
to review, control, guide and 
direct their performance 
with a view to securing opti¬ 
mal utilisation of all resour¬ 
ces at their disposal.” 

Announcing the changes, 
the minister noted that there 
was at present “a certain 
amount of avoidable over¬ 
lapping and duplication of 
work between SAIL and 
HSL.” This was not in the 
interest of efficient function¬ 
ing of large enterprises on 
sound business and commer¬ 
cial lines. 

Stamp Duty Raised 

The rates of stamp duty 
on certain instruments 
falling in List I of the 
seventh Schedule of the Con¬ 
stitution have been increased 
from June 1, 1976. 

The stamp duty on letters 
of credit has been increased 
from 15 paise to Re 1, on 
proxy from 15 paise to 30 
paise, on receipts from 10 
paise to 20 paise and on 
transfer of shares it would be 
50 paise for every 100 rupees 
or part there of against 
25 paise as at present. 

In the case of bills of 
exchange and promissory 
notes, the stamp duty has 
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been raised to one-half of 
the rates specified in the 
first schedule to the Indian 
Stamp Act, 1899. Earlier 
it had been reduced to one- 
fifth of the rates in that 
schedule. 

Usance bills of exchange 
or promissory notes drawn 
for securing finance from the 
Reserve Bank of India, Indu¬ 
strial Finance Corporation of 
India, Industrial Develop¬ 
ment Bank of India, state 
financial corporations, com¬ 
mercial banks and coopera¬ 
tive banks for bonafide 
commercial or trade trans¬ 
actions, seasonal agricul¬ 
tural operations or market¬ 
ing of crops or production 
and marketing activities of 
cottage and small scale 
industries shall, however, 
continue to bear stamp 
duty alt the existing rates- 


one-fifth of the rates 
specified against these items 
in Article 13 of the first 
Schedule to the Indian 
stamp Act, 1899. 

TV Licence Fee 
Raised 

The television licence fee 
was raised to Rs SO from 
Rs 30 a year from June 1. 
The licence fee for each 
quarter has accordingly 
been revised. 

Workers Sector 

The Cabinet Committee 
set up to draw up a scheme 
to create a workers sector 
in economy held its first 
meeting on May 26 under 
the chairmanship of the 
Finance minister, Mr 
C. Subramaniam. The com¬ 
mittee set up a Task Force 
to draw up a blue-print for 
the workers sector. Once 


this is complete, it will be 
discussed with trade union 
leaders. 

The government’s inten¬ 
tion to create a new sector in 
which share-holding would 
be by workers representatives 
was first announced by the 
Finance minister in Parlia¬ 
ment while replying to the 
debate on the Finance Bill. 
The intention is that the' 
scheme of share-holding by 
workers will be introduced 
in both public and private 
companies. The objectives 
are to fulfil workers needs 
and aspirations and impart 
dignity to the working 
class. This will also enable 
workers to hold shares in 
companies with which their 
future is tied up and will 
result in greater production 
and productivity. 

The idea behind the sche¬ 


me is that share-holding by 
workers is necessary if their 
participation in the manage¬ 
ment is to be meaningful. 
Care will be takes to ensure 
that representatives sponsor¬ 
ed by recognised unions as 
workers’director are actoal 
workers employed in the 
undertaking. 

Besides Mr C. Subrama¬ 
niam, the members of the 
Cabinet Committee are Mr 
H.R. Gokhale, minister of 
Law, Mr T.A. Pai, minister 
of Industry and Civil Supp¬ 
lies, Mr K.V. Raghunatha 
Reddy, minister of Labour 
and Mr V.N. Gadgil, minis¬ 
ter for Defence Production. 
Besides these, those who 
attended the meeting includ¬ 
ed Mr P.N. Haksar, Depu¬ 
ty Chairman, Planning 
Commission, Mr Pranab 
Mukherjee, minister of 
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Revenue and Banking, and 
Mr K.C. Pant, minister for 
Energy. 

Avoidftftc* of Double 
Taxation 

India and the United 
States have reached mutual 
understanding on most of 
the articles comprising a 
comprehensive convention 
for avoidance of double 
taxation of income and pre¬ 
vention of fiscal evasion of 
taxes on income. 

Pending finalisation of 
the convention, agreement 
was reached on the avoid¬ 
ance of double taxation in 
respect of profits derived by 
enterprises of India and the 
US from operation of 
aircraft in international 
traffic. 

OPEC not to Raise 
Price 

The Organisation of Pet¬ 
roleum Exporting Countries 
(OPEC) have decided to 
leave prices unchanged be¬ 
cause they could not reach 
unanimity. 

This is the first time since 
OPEC raised prices five¬ 
fold at the end of 1973 that 
its 13 members have failed 
to find a compromise on 
prices. 

Licence for Roller 
Flour Mills 

The ministry of Industry 
and Civil Supplies have 
clarified that the roller 
flour milling industry con¬ 
tinues to be subject to in¬ 
dustrial licensing, irrespec¬ 
tive of the level of invest¬ 
ment in fixed assets. All en¬ 
trepreneurs who are covered 
by the Industries (Develop¬ 
ment & Regulation) Act, 
1951, must necessarily ob¬ 


tain an industrial licence 
under the Act before set¬ 
ting up roller flour milling 
units. 

It is further clarified that 
the government is not at 
present encouraging the 
setting up of fresh capa¬ 
cities or expansion of exist¬ 
ing units in the roller flour 
milling industry, since a 
large capacity is still lying 
unutilised. 

Development of 
Backward Areas 

A sum of Rs 1,489 million 
has been provided as cen¬ 
tral assistance for hill area 
sub-plans, tribal sub-plans 
tribal development agency 
projects, hill area deve¬ 
lopment projects, drought 
prone areas programme, 
small farmers development 
agencies/marginal farmers 
& agricultural labourers 
and scheme of central sub¬ 
sidy during 1976-77. Of 
this, Rs 360 million is for 
hill area sub-plans as aga¬ 
inst Rs 200 million for 
1975-76. These sub-plans 
cover two districts of Assam, 
one in Tamil Nadu, six of 
Uttar Pradesh and one in 
West Bengal. A sum of 
Rs 400 million has been 
provided for tribal sub-plans 
for areas having high con¬ 
centration of tribal popula¬ 
tion in 16 states and two 
union territories. Another 
Rs 24 million has been pro¬ 
vided for eight pilot project 
one each in Andhra Pra¬ 
desh and Bihar, two in 
Madhya Pradesh and four in 
Orissa for tribal develop¬ 
ment agency projects. Fur¬ 
ther Rupees five million has 
been provided for two hill 
area development projects, 


one each in Pauri Garhwal 
(UP) and Manipur. 

Besides Rs 340 million has 
been provided for drought- 
prone areas programme as 
against Rs 250 million in 
the previous year. These 
programme cover 54 full 
districts and contiguons 
areas in 18 districts in 13 
states. This apart an amount 
of Rs 260 million has been 
provided for 155 districts 
under small farmers deve¬ 
lopment agencies/marginal 
farmers and agricultural 
labour programmes. 

Guidelines for Indus¬ 
tries-1976-77 

The salient features of 
this publication are that it 
contains all the announce¬ 
ments made by government 
in regard to liberalisation of 
investment procedures for 
stimulating production in 
pursuance of the 20-point 
economic programme an- 
nouned by the prime minis¬ 
ter. An attempt has also 
been made to improve the 
coverage of the industries 
in this publication. The 
guidelines clearly indicate 
that there is scope for capa- 
. ity accretion and 93 such 
industries have been listed. 
In addition, a m mber of 
industries have been iden¬ 
tified where the existing 
entrepreneurs can diversify 
their production. Moreover, 
industries which have a 
promising export potential 
have also been highlighted. 

The industries which offer 
no scope for fresh licensing 
or registration with techni¬ 
cal authorities have also been 
indicated in the Guidelines 
after talcing into account the 


capacity already created, 
the future demand, etc. 

In Brief 

Tourist arrivals in April, 
1976 registered an increase 
of 14 per cent over the same 
month of last year. A total 
of 36,747 foreign tourists 
arrived in the country 


BHARAT COMMERCE 
AND INDUSTRIES 
LIMITED 

NOTICE OF ANNUAL 
GENERAL MEETING 
NOTICE is hereby given that 
the Thirtieth Annual General 
Meeting of Bharat Commerce and 
Industries Limited, will be held at 
Hotel Imperial, Janpath, New 
Delhi-11000], on Friday the 9th 
July, 1976 at 11-30 a,m. for appro¬ 
val, intcr-alia, of the Audited 
Accounts of the Company for the 
year ended 31st December, 1975. 
Directors* Report and declaration 
of dividend. The detailed Agenda 
for the meeting together with 
necessary Explanatory Statement 
pursuant to Section 173 of the 
Companies Act, 1956 h being 
forwarded to the respective 
shareholders. 

By Order of the Board 
V.N. Poddar 
Secretary 
Registered & Head Office: 

Surya Kiran, 5th Floor, 

19, Kasturba Gandhi Morg, 

New Delhi-110001 
Dated 29th April, 1976. 


BHARAT COMMERCE 
AND INDUSTRIES 
LIMITED 
NOTICE 

NOTICE is hereby given pursuant 
to Section 154 of the Companies 
Act 1956, that the Register of 
Members and Share Transfer 
Books of the Company shall 
remain closed from Tuesday, the 
22nd June, 1976 to Friday, the 
9th July 1976, both days inclusive. 
The dividend when declared, in 
the Annual General Meeting 
scheduled to be held on 9th July 
1976, shall be payable to those 
shareholders or their Mandatec. 
whose name will appear in the 
Company's Register cf Members 
as on 9th July. 1976. 

By Order of the Board 
V.N. Poddar. 
Secretary. 

Registered & Head Office: 

Surya Kiran, 5th Floor, 

19, Kasturba Gandhi Marg. 

New Delhi-110001. 

Dated, 29th April 1976. 
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during the month as against 
32,263 in April, 1975. 
Tourist arrivals during 
January-April, 1976 totalled 
170,790 as against 155,640 
tourists in the correspond¬ 
ing period of 1975 marking 
an improvement of 9.7 per 
cent. 

The first non-reversing 
4 Colf Rolling Mill (Dia. 
355x400 MMV has been 
manufactured for the 
government of India Mint 
by .the Heavy Machine 
Building Plant of the Heavy 
Engineering Corporation, 
Ranchi. This mill is meant 
for rolling cupro-nickcl and 
aluminium-magnesium alloy 
sheets to be used for minting 
coins at the Bombay Mint. 

A marine research vessel 
for common use of various 
scientific and research orga¬ 
nisations in the country 
involved in marine surveys 
and research is proposed to 
be acquired. A Committee 
headed by the Director, 
Naval Designs, constituted 
to draw up the parameters 
for the research vessels has 
already submitted its preli¬ 
minary report. 

Beach Development 

The Tamil Nadu govern¬ 
ment is considering pro¬ 
posals to develop the beaches 
of Rameshvvaram to make 
it a beach oriented holiday 
resort. Tf it is fully develop¬ 
ed, it will become one of 
the major beach resorts in 
the woild and attract tourist 
traffic because of its 
proximity to Sri Lanka. 

Tobacco waste has been 
identified as a potential 
source of nicotine sulphate 
for use in insecticides and 
in pharmaceutical industry. 
The National Chemical 


Laboratory, Poona has 
evolved and patented a pro¬ 
cess for the manufacture of 
nicotine sulphate from this 
waste. 

Supersonic Service 

Concorde began scheduled 
supersonic services to the 
United States on May 24. 
Two Concordes, one British 
Airways and the second Air 
France, crossed to North 
Atlantic at speeds reaching 
1350 MPH to complete 
the first commercial Con¬ 
corde link between Europe 
and North America. 

Commercial production of 
crude from two wells in the 
Bombay High began on 
May 21 and the first lot is 
expected to reach the Bharat 
Refineries in Bombay around 
the middle of June. 

Sweden would provide 
Rs 47.61 crores as aid to 
India for 1976-77 under an 
agreement signed between 
the two countries. 

The Bank of England 
raised its minimum lending 
rate by one per cent to 11.5 
per cent on May 21 after a 
further sharp decline by the 
£ sterling on world money 
markets. 

Bharat Coking Coal Ltd, 
a subsidiary of Coal India 
Ltd, a government of India 
undertaking, is setting up a 
plant at Dhanbad which will 
produce 100 tonnes of 
smokeless coal a day. It will 
be marketed on a trial basis 
in polythene bags by Decem¬ 
ber in Delhi, Madras and 
Chandigarh. 

Names in the News 

At the meeting held on 
May 21, 1976 the Board of 


Directors of Coromandel 
Fertilisers Limited appointed 
Mr Z.V.K.M. Suryarau as 
Deputy Managing Direc- 



Mr. Z.V.K.M. Suryarau 

tor, subject to the necessary 
approval from the govern¬ 
ment. Besides he will also 
be a Director of the com¬ 


pany in the place of Mr 
A.W. Horton. 

Mr Suryarau joined Coro¬ 
mandel in 1965 and has 
been connected with the 
marketing of complex 
fertilisers. 

The Governing Body of 
the Asian Productivity 
Organisation at its 18tli 
meeting held in Manila, on 
May, 17, 1976, elected 
the Indian representative, 
Mr. K. T. Chandy, as 
Chairman of the APO. 
Mr Chandy is also the 
Chairman of the National 
Productivity Council of 
India. 

The President has appo¬ 
inted Prof. S. Chakravarty as 
member of the Planning 
Commission for a further 
term of five years with effect 
from June 7, 1976. His 

present five-year term expires 
on June 6, 1976. 


Correction 

Table III on page 546 of our issue dated March 
26, 1976 should read as follows: 

Cumulative Result of Income-Tax Relief and the Proposed 
Compulsory Deposit 


Income (Rs) 

Income-Tax 

Relief 

Additional 

CDS 

Payable 

Net incearsed 
(+ ) in Cash 
in Hand 

8,000 

Nil 

Nil 

Nil 

15,000 

+ 154 

Nil 

+ 154 

20,000 

+ 264 

Nil 

+264 

25,000 

+ 539 

Nil 

+539 

30,000 

+ 1089 

—200 

+ 889 

50,000 

+3289 

—1000 

+ 2289 

70,000 

+5489 

—1800 

+3689 

90,000 

+ 8789 

—2600 

+6189 

1,00,000 

+10,439 

—3000 

+ 7439 

2,00,000 

+21,439 

—7000 

! 14,439 

2,50,000 

H 26,939 

—9,000 

4 17,939 

3,00,000 

+32,439 

—11,000 

-1-21,439 

5,00,000 

+ 54,439 

—19,000 

4 35,439 

10,00,000 

+ 1,09,439 

—39,000 

+70,439 
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COMPANY 
AFFAIRS 

Coromandtl rather than containment of 

Fertilisers Ltd. demand. 


“The strong measures taken 
by the government leading 
to the new economic discip¬ 
line, have been instrumental 
in curbing the inflation,” 
said Dr Bharat Ram, Chair¬ 
man Coromandel Fertilisers 
Ltd at the 14th annual 
general meeting of the com¬ 
pany. He lauded the 
governmental efforts, and 
called for a proper focus on 
‘Profitable Agriculture’, in 
order to achieve sustained 
yields and free the country 
of the food imports. 

In spite of difficult condi¬ 
tions prevailing in the ferti¬ 
liser industry, the company 
was able to give a creditable 
performance in its working 
results. The chairman 
stressed the need of a 
climate conducive to larger 
investment leading to greater 
production, which will be a 
great help in generating 
momentum, the economy 
needs to grow fast and 

ecomc self-propelling. 

Monetary Policy 

The tight money policy 
adopted by the government 
to curb inflation, according 
to the chairman, has not 
been able to achieve its 
end, which is, the increased 
supply of goods, and only an 
increased availability of 
goods can provide a long 
term solution to inflation 

EASTERN ECONOMIST 


Speaking on the 20-point 
economic programme, the 
chairman had a word of 
praise for the architects of 
policy during the last 18 
months. The bold action, 
sometimes even with un¬ 
popular means, led to a 
new economic discipline, 
which had done a lot of 
good to the economy. 

Correcting Deterrents 

Due recognition to the 
need for correcting or remov¬ 
ing many of the deterrents 
presently impeding invest¬ 
ments, were praised by the 
chairman, while commenting 
on the 1976 budget he said 
“Only a buoyant agriculture 
will serve the nation as it re- 
leasesmorc purchasing power 
in the hands of vast rural 
poor,leading a swell of effec¬ 
tive demand and right focus 
towards a profitable agri¬ 
culture, making country free 
from food imports.” 

The government of India 
has approved the companies 
proposal to manufacture 
Aluminium Fluoride, a pro¬ 
duct of considerable impor¬ 
tance to the industrial 
economy of the country. 
The company is also hopeful 
of getting an early approvat 
from the government for the 
manufacture of argon gas 
and recovery or ammonia. 

Commenting on the pros¬ 


pects of the fertilisers 
industry, the chairman was 
pleased at the uniformly 
good production perform¬ 
ance of the public as well as 
private sector plants, that 
has made possible the 
achievement of a target of 
1.5 million tonnes of nitro¬ 
genous fertilisers, set by the 
government of India for the 
year 1975-76. In the end 
the chairman emphasised the 
need of increasing consump¬ 
tion of the fertilisers, and in 
this context praised the 
recent decision of the 
government to subsidise the 
prices of fertiliser to the 
farmer. Concluding his 
speech the chairman, plead¬ 
ed for wider participation by 
one and all, at every level, 
and in every segment of our 
national life, to help the 
containment of unplanned 
population growth. 

Sandoz (India) 

The directors of Sandoz 
(India) Ltd have reported 
excellent results for the 
year ended December 1975. 
The gross sales of the com¬ 
pany showed a rise of 20 
per cent from Rs 195.9 
million in 1974 to Rs 234.7 
million. Profit before tax 
rose from Rs 19.3 million to 
Rs 25.1 million, a rise of 30 
per cent over the preceding 
year. The directors of the 
company have recommend¬ 
ed a dividend of Rs 1.20 


per share (12%) subject to 
the deduction of tax at the 
appropriate rates. After 
making a provision of 
Rs 2.25 million for profit 
and loss account the direc-' 
tors have transferred 
Rs 4,684,659 to the reserves. 

In spite of difficulties in 
the agricultural sector, the 
company was able to 
increase its turnover by 20 
per cent and profit after tax 
by 27 per cent. Whereas 
turnover in the dyes division 
of the company remained 
stagnant, the pharmaceuti¬ 
cal division showed satis¬ 
factory increase in its turn¬ 
over. Price increases grant¬ 
ed by the government ear¬ 
lier in the year helped to 
reduce the adverse impact 
of the rising costs ex¬ 
perienced by the company 
during 1973 and 1974. 

New Drug 

Another achievement 
during the year was the 
introduction of a new drug 
called ‘Brinerdin’, which is 
used in the treatment of hy¬ 
pertension. The company 
hopes to introduce in the 
market some more drugs 
this year. 

On the export front, the 
company was able to main¬ 
tain its record. An order 
ofRs 15.5 million from the 
USSR was completed in a 
record time. Moreover 
company has been able to 
secure another big order 
worth Rs 25.5 million from 
the USSR for the year 
1976. 

With the stabilisation of 
prices in the cotton textiles 
and finished leather indus¬ 
try, the company hopes to 
increase its turnover and 
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show better results for this 
year. 

Dunlop India Limited 

Dunlop India Limited 
has announced that it has 
now received the final appro¬ 
val of the authorities con¬ 
cerned for issue of bonus 
shares in the ratio of one 
new share for every three 
shares held. The company 
intends to complete allot¬ 
ment of these shares before 
the annual general meeting 
which will be held on 
June 25, 1976. 

At a board meeting of 
the comnany held on May 
21, 1976, the directors 
recommended the declara¬ 
tion of a dividend on the 
ordinary share capital, 
after the proposed issue of 
bonus shares, at the rate of 
Rs 2 per share subject to 
tax, pa>able to those mem¬ 
bers whose names appear 
on the Register of the Com¬ 
pany on June 25, 1976. 
Out of this, 70 paise per 
share is proposed to be 
paid on or after July 5, 
1976. The second instal¬ 
ment for 65 paise per share 
with interest at the rate of 
eight percent perannumwill 
also be paid on the same day. 
The balance is proposed to 
be paid with interest at 
eight per cent per annum 
on July 5, 1977. 

Higher Income 

Total income for the 
year was Rs 167.44 crores 
which was 14 per cent 
higher than the previous 
year due to a slightly higher 
volume of production, 
changes in the product 
sales mix and the full year 
impact of revisions to sell¬ 
ing prices made early in 


1974. Profit before tax for 
the year amounted to 
Rs 8.51 crores. 

Total ' preference and 
ordinary dividends for the 
year amounted to Rs 2.98 
crores. The directors have 
transferred Rs 1.5 crores to 
general reserve. 

Adanh Chemicals 

Adarsh Chemicals & Fer¬ 
tilizers Limited has sufTcrd a 
setback in its working 
results for the year ended 
December 31, 1975, with 
turnover lower by 28 per 
cent from Rs 308 lakhs to 
Rs 220 lakhs. The pre-tax 
profit for the year was lower 
by 54 per cent, from 
Rs 43.02 lakhs to Rs 20.07 
lakhs, and the net profit 
for the year was lower by 
32 per cent, from Rs 13.60 
lakhs to Rs 9.27 lakhs. 

The company’s production 
during the year regis¬ 
tered a declining trend 
owing to a number of 
adverse factors like massive 
import of phosphalic ferti" 
lizers by the government 
in excess of the actual 
requirements, high cost of 
superphosphate to the con¬ 
sumers, and acute drought 
conditions in Gujarat. The 
directors of the company 
arc, however, happy to 
report that the physical pro¬ 
duction targets for the year 
under report should be 
construed as satisfactory 
in view of the heavy odds 
the company had to face 
during the year. 

The directors have recom¬ 
mended a dividend of 9.8 
per cent on 25,000 cumula¬ 
tive preference shares of 
Rs 100 each in propor¬ 


tion to the atnouat peld ap 
and the period for which it 
was to paid up< The direc¬ 
tors have decided to 6kip 
the dividend on equity 
shares of the company in 
view of the inadequate dis¬ 
posable profits and with' a 
view to finance the increase 
in the project cost of its 
Maleic Anhydride project 
from the internal generation 
of resources as far as practi¬ 
cable. 

The company’s Maleic 
Anhydride Project has made 
good progress during the 
year under review. Almost 
the entire imported machi¬ 
nery and a major portion 
of the indigenous machinery 
have already reached its 
site, and the machinery 
arrived at the site has been 
erected. The directors ex¬ 
pect that barring unforeseen 
circumstances, the trial runs 
of the Maleic Anhydride 
project would commence in 
August/September, 1976, 
and commercial production 
from the last quarter of 
1976. 

External Loans 

The company has 
entered into agreements 
with The Industrial Credit 
And Investment Corpora¬ 
tion of India Limited for 
two additional foreign cur¬ 
rency loans of US 
$85,000 to meet the 
currency fluctuations in 
the import of machinery. 

The directors foresee that 
the performance of the 
company during the cur¬ 
rent year would be better 
than the previous year as a 
result of the excise relief 
granted to the Superphos¬ 
phate industry, cash sub- 


sJdy ii^Pdtmed i^tK^jly 
and rephasing Of import Ijf 
phosphatic fertilizers by the 
government. 

Britlth Airways 

British Airways ; , ended 
financial year 1975-76 
carrying a record number of 
900,000 passengers and 
together with cargo earned 
revenue of £ 180 million 
from their net-work. Eas¬ 
tern routes, for the first time 
earned more revenues than 
the “Blue Riband’’ of the 
British Airways —North At- 
lanting route. The com¬ 
pany increased its share in 
the passenger traffic, by 
about six per cent, on the 
UK-Australia route. An 
appreciable increase in 
passenger traffic was witnes¬ 
sed on the London-Iran, 
Saudi Arabia and Gulf 
passenger route. 

In 1975-76, Eastern 
routes earned a record 
cargo revenue of about £30 
million. West bound cargo 
showed improvement dur¬ 
ing last summer, with a 
rise of 68 per cent in the 
tonnage from Tokyo and 
56 per cent in tonnage from 
Hong Kong. 

Tiger Locks 

The working results of 
Tiger Locks Ltd for 
the year ended September 
30, 1975 show a deteriora¬ 
tion in performance. As 
against a profit of Rs 86,555 
in 1973-74, the company 
recorded a loss of 
Rs 3,06,011 in the year 
under reference. There was 
a marked increase in selling 
and distribution costs, not 
to speak of increase record¬ 
ed under other heads of 
expenditure such as tnanu- 
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fretuclng, ; personnel and 
administration. Even the 
cost of .advertising and 
publicity jumped from 
Rs 1.19 lakhs in 1973*74 to 
Rs 4.16 lakhs in the year 
under report, No wonder 
that the board., of directors 
in a recent meeting decided to 
pass over the dividend which 
will come as a disappoint¬ 
ment to many shareholders. 

Molins India 

Despite under-utilisation 
of machine hours leading to 
a lower production, Molins 
India, maintained the same 
level of profits as in the 
preceding year. This was 
despite the fact that there 
was an increase in the 
volume of sales by about 
Rs 24 lakhs. The decline of 
Rs 47 lakhs in domestic 
sales was more than made 
up by a sharp rise in export 
earnings to the extent of 
Rs 72 lakhs. Whereas com¬ 
pany spent about Rs 18 
lakhs in foreign exchange 
on imports of raw material 
and remittances* of the 
dividend, the net earnings 
of the foreign exchange by 
the company amounted to 
Rs 59 lakhs. 

As there was hardly any 
change in the selling price 
of the products, the entire 
increase in the cost of pro¬ 
duction had to be absorbed 
by the company, resulting 
in a substantial fall in the 
pre-tax profits. There would 
have been a proportionate 
decline in after-tax profits, 
but for the lower incidence 
of sur-tax and advantage of 
initial depreciation, the net 
profit was maintained 
around the 1974 level. The 
company maintained the 
equity dividend at 10 per 


cent per annum fin; the year 
1975. 

Raymond Woollens 

The directors of Raymond 
Woollen Mills Ltd have 
announced, a bonus gift of 


one share for every three 
shares held by capitalising 
Rs 50.30 lakhs from the 
general reserve. 

The company has shown 
a marked improvement in 
the results for the year 1975. 


Sales and other operating 
income increased by 21.6 per 
cent to Rs 27.52 crores as 
compared to Rs 22.63 crores 
in the previous year. Gross 
profit before depreciation 
and write off of capital ex- 


United 
Commercial 
Bank 



H««l o«lo.^*r 
10, Blplabl Trailokya MaharaJ Saranl 
(Brabourne Road) Calcutta-700001 

STATEMENT OF POSITION 


31 ft December. 


31st December* 

1974 


1976 

Rs. 

LIABILITIES 

Re. 

2.80.00.000 

Capital ‘ Paid-up 

2,80,00,000 

6,45,00,000 

Reserve Fund 

7,00.00.000 

5,42.07,26,672 

Deposits 

6.23,17.06.068 

19,54,87.032 

Due to-Banks and Correspondents 

28,45,62,817 

12.36,47.529 

Bills Payable 

8,75,07J13 

62,45,55.548 

Bills for Collection 

63,47,04,178 

18,80,60,360 

Branch Adjustments etc 

14,08,46,282 

57,44.71,934 

Acceptances for Customers 

PROFIT AND LOSS ACCOUNT: 

1,91,51,332 Profit for the year 2,05,46,932 
Less .‘Transfer to 

45,00.000 Reserve Fund 55,00,000 

1,00,00,000 Bonus to Staff - 

— Investment Reserve 1,00,00,000 

67,00,98,566 

46,51,332 

Balance to be transferred to Central Govt. 

50,46,932 

7,12.41.00.407 

ASSETS 

7.95,24.72,146 

65,86,96,913 

Cash on Hand and with Banks 

65,94,16,114 

5,03,04.450 

.Money at Call and Short Notice 

Investments in Govt, and Other 

6,70,82.000 

1.49,70,80.617 

Securities. Shares, Debentures etc. 

Loans, Advances and Bills 

1.74,68,26,548 

3.70,54.84,777 

Purchased and Discounted 

4.23.27,03,648 

62,45.66,648 

Bills for Collection 

53,47,04,178 

57.44.71,934 

Constituents Liability on Acceptances 

67,00,98.566 

Z86.66.722 

Premises 

3,21.91,780 

3.95,30.288 

Furniture and Fixtures 

4.51,30,174 

4,63,19,158 

Other Assots eta 

6.43.19,138 

7,12.41.00,407 

| ■ mm mm mm 


7,95.24.72.146 
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penditure were substantially 
higher by S8.S per cent at 
Rs 197.37 lakhs (Rs 124.50 
lakhs). Consequently gross 
profit as percentage of sales 
has improved to 7.17 percent 
form 5.50 per cent in 1974. 

After providing for depre¬ 
ciation—Rs 65.85 lakhs 
(Rs 65.28 lakhs), write off 
of capital expenditure— 
Rs 4.19 lakhs (Nil) and 
making provsion for taxa¬ 
tion—Rs 65.00 lakhs 
(Rs 6.50 lakhs), the balance 
has been transferred to 
general reserve- Rs 62.33 
lakhs (Rs 46.72 lakhs) and 
development rebate reserve 
—Nil (Rs 6.00 lakhs). 

The directors have decided 
to maintain the equity 
dividend at 12 per cent. The 
dividends recommended to 
be declared on preference 
and equity shares v\ili absorb 
Rs 19.77 lakhs (Same) which 
will be appropriated out of 
the sum set aside to general 
reserve. The dividend 
recommended is within the 
limitations laid down under 
the Dividnd Restrictions 
Act and will be payable in 
full. 

News and Notes 

Cajara Gears Pvt Ltd, 
manufacturers of automotive 
gears have secured an export 
order valued at Rs 20 lakhs 
from Holland. The first 
shipment of 17 tonnes 
valued at Rs 4.5 lakhs will 
leave Bombay for Holland 
shortly. The company is 
negotiating for further export 
orders and expects to export 
goods worth Rs 2.5 crores in 
the next few years. The 
company in the past three 
years earned foreign ex¬ 
change worth Rs 15 lakhs. 

Modi Threads Mills, a 


leading throat manufacturer 
have entered in to a contract 
with an east European 
country, for. the export of 
cotton sewing and embroi¬ 
dery threads worth Rs 50 
lakhs. Modi threads are 
already being exported to 
over 40 countries including 
non-traditional countries 
such as West Germany. The 
companys’ export division 
has orders in hand worth 
about Rs 2.2 crores. 

A new project for the 
manufacture of bearings is 
coming up in Karnataka. 
The project being promot¬ 
ed by Deepak Insulated 
Group, is expected to reduce 
the countrys’ dependence on 
imports considerably, when 
in full production. The 
project will have a capacity 
of 10 million pieces per 
annum, comprising of needle, 
roller, instrument and 
cylindrical bearings. The 
project is estimated to cost 
Rs 15 crores and the pro- 
molei s are expected to make 
a public issue of shares by 
the end of the year. The 
project is being implemented 
in collaboration with a 


tonnes of fertilisers has 
already started its produo- 
tion. 

The plant located at Nala- 
garh, Himachal Pradesh— 
a backward area—was 
supplied by M/s Ferti Plant 
of Bombay on a turn-key 
basis. The project cost of 
Rs 71.41 lakhs is to be met 
through equity share capital 
of Rs 30 lakhs, term loans 
amounting Rs 34.6 lakhs 
and central subsidy of 
Rs 6.81 lakhs. 

Capital and Bonus 
Issues 

Consent has been granted 
to five companies to raise 
capital. The details are as 
follows: 

Oriental Fire and General 
Insurance Company Ltd has 
been permitted to capitalise 
Rs 3.47 crores out of its 
general reserve and issue 
fully paid equity shares of 
Rs 5 each as bonus shares 
in the ratio of one share for 
every equity share held. 


• t&apMte India Limited, 
Calcutta has been allowed 
to capitalise Rs 93.5 lakhs 
and issue bonus Shares in 
the ratio of one share for 
every two equity shares held. 

Amalgamated Electricity 
Co Ltd, Bombay, has been 
allowed to capitalise 
Rs 34.70 lakhs and issue 
bonus shares in the ratio 
of one share for every three 
equity shares held. 

Sun-Rise Auto Industries 
Limited has communicated 
to government of its pro¬ 
posals to issue capital under 
Clause (5) of the Capital 
Issues (Exemption) Order, 
1969 for Rs 50 lakhs 
(inclusive of the capital 
already raised). 

Kirloskar Pneumatic Com¬ 
pany Limited, Poona, has 
been accorded consent to 
capitalise Rs 85 78 lakhs 
out of its general reserve 
and issue bonus shares in 
the ratio of one equity share 
for every two equity shares 
held. 


Dividends 


(per cent) 


Name of the company Year ended Equity dividend 

declared for 


Current Previous 
year year 


Japanes and a US firm. The 
US collaborators have shown 
the willingness to lift the 
entire production of the 
instrument bearings of the 
company. 

New Issues 

Himalaya Fertilisers Ltd, 
a company promoted by the 
Mineral and Industrial 
Development Corporation 
of Himachal Pradesh enter¬ 
ed the capital market on 
May 29 with a public issue 
of 147,000 equity shares by 
subscription for cash at par. 
The company with an 
annual capacity of 50,000 


Higher Dividend 
Finlay Mills 
Gold Mohur 
Associated Rubber 
Same Dividend 
Molins India 
Aspinwali & Co. Ltd. 
Ramnacast 
Lower Dividend 
Navsari Cotton 
Godfred Phillips 


Dec. 1975 

11 

8 

Dec. 1975 

10 

7 

Dee. 1975 

12 

Nil 

Dec. 1975 

10 

10 

Dec. 1975 

10 

10 

Dec. 1975 

10 

10 

Dec. 1975 

Nil 

12 

Dec. 1975 

10 

16 
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Rs 78,520 
{million annual 
Plan 

The Annual Plan 1976-77 
presented to Parliament on 
May 26, by Mr Sankar 
Ghose, minister of state for 
Planning would be of the 
order of Rs 78,520 million. 
This wouldmean an increase 
of 31.4 per cent over the 
original Plan outlay of 
Rs 59,780 million in the pre¬ 
vious year. This marks the 
highest step-up in develop¬ 
ment outlays in any one 
year since the beginning of 
planning in the country. 

Significant Improvement 

The current year’s Plan 
has been formulated against 
the background of signifi¬ 
cant improvement in the 
overall economic situation 
and achievement of a degree 
of price stability in 1975-76. 
The Plan takes into account 
the new sense of discipline 
and dynamism infused and 
the new direction to the 
planning process given by 
the 20-Point Economic Pro¬ 
gramme. 

Special care has been 


taken to ensure that 
the increase in investment 
of the order of 31.4 per 
cent over the original Plan 
allocation does not lead to 
generation of any inflation¬ 
ary pressure in the economy. 
The investment pattern of 
the annual Plan has been 
framed against this back¬ 
ground, and special empha¬ 
sis has been given to an 
effective and purposeful im¬ 
plementation of the 20-Point 
Economic Programme. 

Price Stability 

The year 1975-76 has been 
marked by a great degree 
of price stability, a substan¬ 
tial increase in agricultural 
production, especially food- 
grains, an accelerated indus¬ 
trial growth due to highly 
improved industrial rela¬ 
tions, comfortable supply of 
essential commodities, and 
building up of sizeable 
stock of foodgrains with the 
public agencies as a result 
of a highly satisfactory pro¬ 
curement of foodgrains 
along with their imports. 

This significant improve¬ 
ment in the economic sphere 
was aided partly by favour¬ 
able weather conditions but 
was mainly due to the con¬ 
certed efforts and new initia¬ 
tives undertaken by the 
government to tackle the 
various economic problems 


facing the country, particu¬ 
larly after the declaration of 
emergency. 

The most salient feature 
of the economic scene dur¬ 
ing the year just ended was 
the reversal of inflationary 
trends. The downward trend 
in prices that began since 
October 1974 was maintain¬ 
ed during 1975-76. The 
wholesale price index in the 
last week of March 1976 
reached 282.9, a level pre¬ 
vailed two years ago and 
was lower by 7.9 per cent 
than a year ago and by 14.4 
per cent over end September 
1974. The average index for 
1975-76 was lower by 3.3 
percent over that of the 
previous years. This negative 
rate of inflation is a matter 
of great achievement for the 
country, especially when 
viewed in the context of 
present international price 
situation. 

Higher Production 

The favourable price situa¬ 
tion has been achieved 
partly through a substantial 
increase in the agriculture 
and industrial production 
and partly through follow¬ 
ing a number of vigorous 
and stringent policy mea¬ 
sures. These included crack¬ 
down on economic offen¬ 
ders—black-marketeers, pro¬ 
fiteers and smugglers—res¬ 
tricting the use of unaccoun¬ 
ted ftinds, statutory require¬ 
ment of exhibition of prices 
and of stocks of selected 
essential commodities by 
traders, mandatory display 
of weight, measure and 
identity on pre-packed com¬ 
modities and banning of 
sole-selling agencies, in 
industries such as vanas- 


pati, sugar, paper add 
cement. 

These and the dehoarding 
operations undertaken by 
the government on an ex¬ 
tensive scale led to a change 
in the psychology of both 
the consumer and the tra¬ 
ders, resulting in the conver¬ 
sion of the seller’s market 
into a buyers’ one. 

Hike in Outlay 

Development of Agricul¬ 
ture: The hikes in develop¬ 
ment outlays in 1976-77 over 
the previous year are more 
pronounced in the field of 
agriculture and allied ser¬ 
vices, irrigation, power and 
industry and minerals in 
keeping with the general 
objective of strengthening 
the core sector of the eco¬ 
nomy. The provision for 
agriculture and allied ser¬ 
vices has been stepped up 
from Rs 6914.1 million in 

1975- 76 to Rs 8962.3 mil¬ 
lion the increase being about 
30 per cent. Besides, larger 
agricultural credit from fi¬ 
nancial institutions such as 
cooperatives, commercial 
banks, Agricultural Refi¬ 
nance Corporation, etc, is 
likely to be available as 
compared to 1975-76 for 
stepping up agricultural 
output. 

The outlay for irrigation 
and flood control has been 
substantially increased from 
Rs 4682.2 million in 1975-76 
to Rs 6867.9 million in 

1976- 77. The allocation for 
power has also been step¬ 
ped up from Rs 11015.8 
million to Rs 14534 million, 
an increase of about 32 per 
cent 

The target of crop pro¬ 
duction during 1976-77 will 
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be 116 million tonnes of 
foodgrain, 10.5 million ton¬ 
nes of oilseeds, 150 million 
tonnes of sugarcane, 7.5 
million bales of 170 kg 
each of cotton and 6.5 mil¬ 
lion bales of 180 kg each 
of jute and mesta. 

The anticipated achieve¬ 
ment of foodgrains during 

1975- 76 is 114 million ton¬ 
nes of foodgrain, 10.5 mil¬ 
lion tonnes of oilseeds, 
144.8 million tonnes of 
sugarcane, 6.9 million tonnes 
of cotton, 5.8 million tonnes 
of jute and mesta. 

Foodgrain Production 

In view of the input 
planned investment for 

1976- 77 the production of 
foodgrains might turn out 
to be even higher if the 
behaviour of the weather is 
favourable during the year 
as it was during 1975-76. 

The two main elements in 
the strategy for promoting 
agricultural growth and 
achievement of targets of 
production arc the step-up 
in the consumption of fer¬ 
tilisers. increase in area 
under irrigation, introduc¬ 
tion of high-yielding varie¬ 
ties on a more extensive 
scale, and adoption of soil 
conservation. 

The irrigation facilities 
through major, medium 
and minor works will 
be extended to additional 
two million hectares and 
the gross cropped area is 
also expected to increase by 
2.3 million hectares. Besides 
intensive development pro¬ 
gramme for pulses in opera¬ 
tion in 40 districts in 1975-76 
the intensive district pro¬ 
gramme for major commer¬ 
cial crops—oilseeds, cotton, 


jute and mesta— and sugar¬ 
cane development around 
sugarcane factory areas are 
proposed to be further inten¬ 
sified. 

Special emphasis has been 
given to the improvement 
of the productivity of small 
and marginal farmers and 
in the semi-arid zones. The 
provision for special prog¬ 
rammes -such as Small and 
Marginal Farmers, Drought- 
prone Area and Command 
Area Development Program¬ 
mes has been substantially 
raised from Rs 806.6 mil¬ 
lion in 1975-76 to Rs 938.3 
million in 1976-77. A metho¬ 
dology of an integrated 
rural development program¬ 
me will be worked out on 
an experimental basis and a 
provision ofRs 150 million 
has been made for this pur¬ 
pose in the Plan. 

Higher Investment 

Step-up in Industry : The 
outlay for industry and 
minerals, which forms a 
substantial portion of the 
total investment in the pub¬ 
lic sector in 1976-77, has 
been increased from 
Rs 16,440.2 million in 
1975-76 to Rs 21,853.4 mil¬ 
lion in 1976-77, an increase 
of about 33 per cent. 

The industrial develop¬ 
ment plan has been formu¬ 
lated to stimulate the rate 
of investment and growth 
in consonance with the 
main strategy outlined in 
the draft fifth Plan with 
adjustments in industrial 
priorities necessitated by 
developments at home and 
abroad during the last two 
years. The main plank of 
this strategy lies in the em¬ 
phasis given to industries 


catering to agriculture, ener¬ 
gy and exports, fuller uti¬ 
lisation of existing capaci¬ 
ties and creation of new 
capacities, and production 
of mass consumption goods, 
particularly those required 
for weaker sections of the 
community. 

Consumer Goods 

The provision for con¬ 
sumer goods industry 
such as textile, cement and 
paper in the public sector 
has been increased from 
Rs 640 million in 1975-76 
to a little over Rs 850 mil¬ 
lion in 1976-77. The pro¬ 
vision for providing invest¬ 
ment and transport subsidy 
has also been doubled from 
Rs 50 million in 1975-76 
to Rs 100 million for giving 
increased support to the 
programme of industrial 
development in the back¬ 
ward areas. 

The outlook for the in¬ 
dustrial growth is very pro¬ 
mising. The position in 
regard to availability of key 
inputs such as steel. coal, 


otagent, power and transport 
facilities which Is already 
satisfactory is likely to im¬ 
prove further as a restdt of 
the achievement of physical 
targets envisaged in dm 
Annual Plan. The installed 
capacity of power is likely 
to increase by 2.5 million 
K.W to 1976-77. Railways 
are fully geared to handle 
the target of originating 
traffic of 225 million tonnes 
against 214 million tonnes 
in the previous year. 

With the expected increase 
in agricultural production 
and agro-based industrial 
inputs, the new dynamism 
introduced in the working 
of public sector undertak¬ 
ings and the new climate 
of industrial peace generated 
in the economy, it is reason¬ 
able to expect that the rate 
of economic growth this 
year would be higher as 
compared to the previous 
year. 

Other Services: Outlays 
on social services for 
1976-77 have also been 
increased by about 29 per 


Table 1 


Sectoral Distribution 

(Rs million) 


Head of development 

1975-76 

1976-77 

Agriculture and Allied 



Programmes 

6914.1 

8962.3 

Irrigation and Flood Control 

4682.2 

6867.9 

Power 

11015.8 

14534.0 

Village and Small Industries 

738.9 

950.2 

Industry and Minerals 

16440.2 

21853.4 

Transport and Communications 

10404.4 

13043.1 

Social Services 

7828.2 

10100.6 

Others 

1757.1 

2207.7 

Total 

59780.0 

78519.2 
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cent over tfee previous year. 

It needs special mention that 
the allocation for hill and 
tribal areas has almost been 
doubled from Rs 400 
million in 1975-76 to Rs 760 
miliion in 1976-77. 

The outlay for the 
Minimum Needs Programme 
has been considerably 
increased from Rs 1900 
million in 1975-76 to about 
Rs 2550 million in 1976-77. 

It is also significant that 
a substantial provision of 
Rs 23,376.8 million has been 
made under the 20-Point 
Economic Programme dur¬ 
ing 1976-77. The imple¬ 
mentation of this pro¬ 
gramme is expected to 
create larger employment 
opportunities and income 
generation particularly for 
the weaker sections of the 
society. 

The sectoral distribution 
of the Annual Plan outlay 
is given in Table I. 

Rural Employment 

Employment, Manpower 
and Labour Welfare : Except¬ 
ing the Pilot Intensive 
Rural Employment Project 
which completed its tenure 
of three years in October 
1975 all other social pro¬ 
grammes of rural develop¬ 
ment will be continued dur¬ 
ing the year. A committee 
has been set up under the 
Chairmanship of Prof M.L. 
Dantawala to study the 
socio-economic impact of the 
implementation of the Pilot 
Intensive Rural Employment 
Project with a view to 
evolving a comprehensive 
programme for the whole 
country. For the small 
Farmers' Development 


Agency ai against an outlay 
of Rs 210 million in 1975-76 
the approved Plan outlay 
in central sector for 
1976*77 i6 Rs 260 million. 
Rs 239 million have been 
provided for the Tribal 
Development Agencies. A 
provision of Rs 340 million 
has been made for Drought- 
prone Area Programme 
against an outlay of Rs 250 
million in 1975-76. The 
state governments are also 
expected to make compli¬ 
mentary contribution from 
their own budgetary 
resources. 

New Scheme 

The annual Plan 1976-77 
for employment has been 
formulated, keeping in view 
the need for providing 
expanded employment op¬ 
portunities. A new scheme 
for training of 30,000 
carpet weavers in Jammu 
and Kashmir, Uttar Pradesh 
and other states is also 
being taken up for imple¬ 
mentation. Besides, several 
schemes under the 20-Point 
Economic Programme will 
substantially accelerate the 
generation of employment 
opprotunities. These include 
the national apprenticeship 
scheme, special scheme 
for the development and 
strengthening of hand- 
loom industry. 

Some state governments 
are launching or expand¬ 
ing programmes in the 
rural areas for the creation 
or improvement of durable 
assets such as wells .tanks, 
canals, as part of Plan 
scheme for rural develop¬ 
ment. These programmes 
are labour intensive and will 
also help in creating addi¬ 


tional employment oppor¬ 
tunities. 

Special care is being taken 
fordevelpoment of backward 
classes and backward areas. 
Rs 954.2 million has been 
provided for the develop¬ 
ment of backward clesses. 
This includes Rs 400 million 
for the tribal sub-plans. Alt 


the eight centrally-sponsor¬ 
ed schemes included in the 
fifth Plan will be continued. 
An amount of Rs 140 million 
has been provided for 
merit scholarship and 41.4 
million scheduled caste and 
scheduled tribe students are 
expeccted to be benefited by 
it. An amount of Rs 394.8 
million has been provided 


Table II 


Outlays on 20-Point Economic Programme—States and 
Union Territories 

(Rs million) 



1975-76 

Anticipated 

expenditure 

1976-77 

Approved 

outlay 

Land Reforms 

231.0 

372.6 

Minor Irrigation 

Major and Medium 

1291.8 

1490.4 

Irrigation 

4750.5 

6136.3 

Cooperation 

432.1 

575.2 

Power 

11595.6 

12896.9 

Handloom Industry 
House-sites for Landless 

89.8 

117.0 

Labourers 

98.3 

99.7 

Apprenticeship Schemes 
Free Supply of Books and 

3.8 

9.5 

Stationery and Book Banks 

13.9 

42.1 


Total 18505.8 21739.7 


Table III 

Allocation for 20-Point Economic Programme 

(Rs million) 

1975-76 

1976-77 

Anticipated 

Approved 

expenditure 

outlay 

States and Union Territories 18506.8 

21739.7 

Central Sector 1190.1 

1637.1 

Total 19696.9 

23376.8 
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for states and union 
Territories in the backward 
class sector. Of these more 
than 40 per cent will be 
spent on educational 
schemes, about 30 per cent 
on economic aid, and the 
rest on health, housing, 
direction and administration. 

A special central assistance 
of Rs 400 million has been 
provided to states for tribal 
sub-plan areas. During the 
'year the pace of formulation 
of integrated tribal develop¬ 
ment project will be ac¬ 
celerated. The states will 
take up programmes in 
priority areas as part of 


advance action. These pro* 
grammes include debt 
redemption, restructuring 
the c. credit-cum-marketing 
organisation, updating the 
land records, minor irriga¬ 
tion, plantation schemes 
and agricultural develop* 
ment, and restructuring of 
administration. 

20-Point Economic Pro¬ 
gramme: The various con¬ 
stituents of the 20-Point 
Economic Programme have 
been further strengthened 
in the 1976-77 annual 
Plan. Attempt has been 
made to dovetail these pro¬ 
grammes wi h the misting 


Plan schemes. Hie total 
outlays for such items as 
require financial support are 
given in Table II. 

In addition to the outlays 
provided in the annual 
Plans of states and union 
territories, a provision of 
Rs 1637.1 million has been 
made in the Plan for various 
schemes relevant to this 
programme. Table III gives a 
view of the total availability 
of funds for this programme 
in 1976-77. Table IV gives 
the total plan outlays for 
the year 1976-77. 

A major step-up in invest¬ 
ment is the hall-mark of the 


annual Plan for 1976-77, 
For gaining the maximum 
advantage from the planned, 
increase in investment, the 
maintenance of conditions 
of price stability is of 
crucial importance The 
need to take measures for 
increasing the domestic out¬ 
put and availability parti¬ 
cularly of essential goods of 
mass consumption as well 
as the essential raw materials 
and inputs, galvanising the 
public distribution system, 
credit and fiscal discipline, 
restraint on the growth of 
non-Plan expenditure, etc. 
has been a specially stressed. 


Table IV 


Plan Outlay for 1976-77—Central, States and Union Territories 


(Rs crores) 


Head of Development 

Cental & Centrally 

States 

Union 

Total 


Sponsored Schemes 


Territories 


Agriculture and Allied Programmes including ARC 

366.60* 

514.68 

14.95 

896.23 

Irrigation & Flood Control 

14.38 

666.70 

5.71 

686.79 

Power 

163.71 

1270.97 

18.72 

1453.40 

Village & Small Industries 

51.68 

40.02 

3.32 

9502 

Industry & Minerals 

2051.75 

132.74 

0.85 

2185.34 

Transport & Communications 

1039.80 

246.80 

17.71 

1304.31 

Education 

78.70 

160.36 

13.75 

252.81 

Science & Technology 

91.28 

— 

—. 

91.28 

Health 

58.72 

61.61 

5.83 

116 16 

Family Planning 

70.14 

— 

... 

7014 

Nutrition 

4.17 

16.36 

0.60 

21 13 

Water Supply & Sanitation 

1.28 

170.98 

16.53 

Will J 

188.79 

Housing & Urban Development 

43.83 

124.40 

13.17 

181.40 

Welfare of Backward Classes 

15.95 

38.85 

0.95 

55.75 

Social Welfare 

9.12 

3.88 

0.62 

13 62 

Labour & Labour Welfare 

1.86 

6.27 

0.85 

8.98 

Others 

27.44 

50.93 

3.90 

82 27 

Employment Promotion Programme 

— 

46.00 


4600 

Hill and Tribal Areas 

— 

76.00 

. 

”v,Vw 

76.00 

North Eastern Council 









16.50 

Grand Total 

4090.41 

3627,55 

117.46 

7851.92 


‘Includes Rs 15 crores for Integrated Rural Development Programme. 
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Tablb V 

Estimates of Financial Resources 


(Rs crorcs) 


Annual Plan 1975-76 Annual Plan 1976-77 



Centre 

States 

Total 

Centre 

States 

Total 

I. Domestic budgetary resources at 1973-74 
rates of taxes, fares, freights and tariffs. 

1886 

922 

2808 

2223 

1042 

3265 

1. Balance from current revenues 

499 

160 

659 

386 

321 

707 

2. Gross surplus of public enterprises 

404 

44 

448 ' 

286 

--93 

—193 

a) Railways 

--275 

— 

275 

-378 

— 

-378 

b) Posts & Telegraphs 

73 

— 

73 

57 

— 

57 

c) Other enterprises 

606 

44 

650 

607 

-93 

514 

3. Market borrowings of government public 
enterprises and local bodies 325 

453 

778 

535 

391 

926 

4, Small savings 

110 

270 

380 

110 

2S0 

390 

5. State Provident Funds 

150 

139 

289 

191 

171 

362 

6. Term loans from financial institu¬ 
tions (ret) 


143 

143 

- _ 

113 

113 

a) From LIC 

— 

131 

131 

— 

131 

131 

b) From RBI 

— 

20 

20 

— 

19 

19 

c) From REC 

— 

64 

64 

— 

62 

62 

d) Less: Repayment to financial insti- 

tutions 

— 

—72 

—72 

— 

—99 

—99 

7. Miscellaneous capital receipts 

398 

—287 

111 

715 

—141 

574 

11. Additional resource mobilisation 
a) Centre 

1974-75 Measures 

918 

50 

968 

1008 

54 

1062 

1975-76 Measures 

257 

78 

335 

270 

102 

372 

1976-77 Measures 

— 

— 

— 

277 

32 

309 

Total 

1175 

128 

1303 

1555 

188 

1743 

b) States 

1974-75 measures 

— 

577 

577 

— 

704 

704 

1975-76 measures 

— 

183 

183 

— 

308 

308 

1976-77 mefisures 

— 

— 

— 

— 

225 

225 

Total 

— 

760 

760 

— 

1237 

1237 

111. Total domestic budgetary resources. 

3061 

1810 

4871 

3778 

2467 

6246 

IV. Deficit financing 

246 

— 

246 

320 

— 

380 

V. External assistance (net) 

861 

— 

86L 

1287 

— 

1287 

a) Other than oil & special credits: 

i) Loans & grants 

673 

— 

673 

1012 

— 

1012 

ii) US rupee funds 

—42 

— 

—42 

—53 

— 

—53 

Total 

631 

— 

631 

959 

— 

959 

b) Oil credits 

230 

— 

230 

150 

— 

150 

c) Special credits 

-’ 

— 

— 

178 

— 

178 

VI. Aggregate resources 

4168 

1810 

5978 

5385 

2467 

7852 

VII. Assistance for state plans 

—811 

811* 

— 

—935 

935* 

— 

VIII. Special advance assistance to states 

— 100 

100 

— 

—242 

242 

— 

IX- Resources for the Plan 

3257 

2721 

5978 

4208 

3644 

7852 


'Exclusive of special assistance of Rs 18 crores in each year to Andhra Pradesh under the six point formula. 
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Code of 

journalisitic 

ethics 

A copy of the Code of 
Journalistic Ethics was laid 
on the table of the Lok 
Sabha on May 27 by Mr 
V.C. Shukla, minister of 
Information and Broadcast¬ 
ing. The code was finalised 
by the All-India Newspaper 
Editors’ Conference and 
recommended by the Cen¬ 
tral Committee of Editors 
at its meeting held in 
Calcutta on April 30. Mr 
Shukla said the code would 
help maintain proper stan¬ 
dards in the Indian press 
and Indian journalism and 
there was need for accord¬ 
ing legislative sanction to 
the code. The text of the 
14-point code is given 
below: 

As the press is an essen¬ 
tial organ of the demo¬ 
cratic set up, an important 
vehicle of communication 
and an instrument in the 
creation of public opinion, 
the journalists should re¬ 
gard their profession as a 
trust to serve public interest. 

Forum for Comment 

In pursuance of this objec¬ 
tive, the press should pro¬ 
vide a truthful, comprehen¬ 
sive and reliable account of 
the events in a context which 
gives them meaning, project 
a representative picture of 
the constituent groups in 
society, regard itself as a 


forum for comment and 
criticism and discharge 
social responsibilities by 
clarifying the goals and 
values of society. 

Our goals are enshrined 
in the preamble to the 
Constitution which em¬ 
bodies the resolve of the 
people to secure for all 
citizens justice, social, 
economic and political; 
liberty of thought, expres¬ 
sion, belief, faith and wor¬ 
ship; equality of status and 
of opportunity; and to pro¬ 
mote among them all 
fraternity assuring the 
dignity of the individual 
and the unity of the na¬ 
tion”. This preamble is 
reinforced by the Directive 
Principles of State Policy 
which lay down that ‘‘the 
state shall strive to promote 
the welfare of the people by 
securing and protecting 
as effectively as it may a 
social order in which justice, 
social, economic and politi¬ 
cal shall inform all the insti¬ 
tutions of the national life”. 

Social Responsibility 

To discharge this social 
responsibility, it is evident 
that the moral and ethical 
behaviour of the press 
should reflect the values of 
society at large; so should 
criticism. In pursuance of 
this trust and social res¬ 
ponsibility, the following 
code of ethics will be ap¬ 
plicable : 

1. In the discharge of 
their duties, journalists 
shall attach full value to 
fundamental human and 
social rights and shall hold 
good faith and fair play 


in news reports and com¬ 
ments as essential profes¬ 
sional obligations. 

2. Journalists and news¬ 
papers shall endeavour 
to highlight and promote 
activities of the state and 
public which aim at 
national unity and solida¬ 
rity, integrity of India and 
economic and social pro¬ 
gress. 

3. Journalists and news¬ 
papers shall avoid publica¬ 
tion of reports and com¬ 
ments which tend to promote 
tensions likely to lead to 
civil disorder, mutiny or 
rebellion. Violence must 
be condemned unequivo¬ 
cally. 

Factual Information 

4. Journalists and news¬ 
papers shall ensure that 
information disseminated 
is factual. No fact shall be 
distorted nor information 
known to be false or not 
believed to be true shall be 
published. 

5. No sensational or 
tendentious report of a 
speculative nature shall be 
published. Any report or 
comment found to be 
inaccurate shall be rectified 
by prominent publication. 

6. Confidence shall al¬ 
ways be respected. Profes¬ 
sional secrecy shall be 
preserved. 

7. Journalists shall not 
exploit their status for 
non-journalistic purposes or 
for seeking information for 
non-journalistic purposes 
and shall not allow personal 
interest to influence profes¬ 
sional conduct. 

8. There is nothing so 


’ RECORDS & STATIS TICS 

unworthy as the acceptance 
or demand of a bribe or 
inducement for the exercise 
by a journalist of his power 
to give or deny publicity 
to news or comment. 

9. Journalists and news¬ 
papers shall not indulge in 
personal controversies in 
which no public interest is 
involved. 

No Rumours 

10. Journalists and news¬ 
papers shall not give 
currency to or publish 
rumours or gossip or even 
verifiable newes affecting the 
private life of individuals. 

11. Newspapers shall re¬ 
frain from publishing matter 
(including advertisements) 
which is obscene or is likely 
to encourage vice, prime or 
unlawful activities. 

12. Journalists and news¬ 
papers shall promote and 
project the nationol objec¬ 
tive of democracy, secular¬ 
ism and socialism. 

13. Journalists and news¬ 
papers shall refrain from 
giving tendentious treatment 
to news of disturbances, 
involving caste, community, 
class, religion, region or 
language groupings and 
shall not publish details of 
numbers or identity of 
groups involved in such 
disturbances except as offi¬ 
cially authorised. 

14. Journalists and news¬ 
papers shall not publish 
information or comment 
detrimental to the interests 
of the sovereignty and inte¬ 
grity of India, the security of 
the state or friendly relations 
with foreign countries. 
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If it weren’t for 
man-made dyes... 





...half the world would be black and white! 


Natural dyes are fine for nature But they 
impose restrictions on man Because dyes must 
have an inborn atymty for the material they 
are used on So, for a long time, man could 
only borrow from nature without being free to 
colour his world the way he wanted 
Then man began*manufactur»ng synthetic dyes 
Suddenly his world came a little more alive 
A little more colourful 


Atul Products produce a wide range of Dyes 
which help colour everything from fabrics of 
cotton, jute, wool, art-silk, silk and man-made 
fibre, to leather and paper 

They also produce Dye Intermediates to help 
make Dyes and Optical Whitening Agents 
which make whites look whiter 

Whatever the mood you want to give ypur 
products, Atul makes the Dyes to help you 
colour them with 



ATUL —the giant chemical complex 


THE ATUL PRODUCTS LTD. 

P 0 ATUL DIST. VALSpD ?IN. 396 020 (GUJARAT) 
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A ray of hope ? 

The cartoon on the cover page of this issue of Eastern Economist depicts the 
frustration of the developing countries which had entertained high hopes 
regarding the outcome of month-long deliberations at Nairobi where the fourth 
United Nations Conference on Trade and Development (UNCTAD-1V) was held. 
The Manila Declaration of the Group of 77 (at present numbering 110) had 
sought not only the establishment of the Common Fund to stabilise prices of 
primary commodities by building up stocks but had also urged the developed 
countries to concede their demands relating to indexation, postponement of debt 
servicing, consolidation of commercial debts and transfer of technology. What 
the developing countries got at Nairobi was no more than a promise that the 
developed countries would negotiate on the Common Fund without prior 
acceptance of this mechanism for stabilising the prices of primary products 
besides a few other not-very-hclpful resolutions. Both Dr Gamani Corea, Secretary- 
General of UNCTAD-1V and Dr P. C. Alexander, secretary, Foreign Trade 
and deputy leader of the Indian delegation, thought that this was a significant 
advance which the rich countries had made in relation to their previous stand. 

How far the agreement by the developed countries to negotiate the modalities 
of the Common Fund could be deemed as a success, was debatable. Dr Henry 
Kissinger, the US Secretary of State, had put forward a number of proposals, 
the most important being the one relating to the establishment of an 
International Resources Bank, which however was voted out by UNCTAD-IV. 
The developing countries have been sore over their inability to get adequate 
prices from the developed countries for their exports which factor alone has 
tended to undermine their development and has made them run round the rich 
countries for loans and assistance. Once bitten, twice shy, the rich countries have 
refused to touch any proposal which in their view is likely to repeat the crude 
oil story. According to a recent study, the rise in the price of oil from $2.75 
a barrel to $10 a barrel had imposed a tax of $75,000 million on the oil- 
importing countries. And this was also the cause of the world-wide recession 
which is still hurting the economies of many countries. 

All that the resolution adopted at Nairobi says is that the secretary-general 
will convene a negotiation conference open to all members of UNCTAD on the 
Common Fund not later than March 1977. Prior to this conference, preparatory 
meetings will be convened to elaborate objectives, financing needs of the 
Common Fund and its structure, sources of finance, mode of operations, fund 
management and the setting up of decision-making machinery. In this time-bound 
programme, the representatives of developing countries see a ray of hope. 
They think that the rich countries may have reservations on the 
workability of the Common Fund but they have not rejected it. Solid 
support came from Mr Jan Pronk, the Netherlands minister for Development, 
who is reported to have said: “Our countries will work actively together with 
you all in order that this resolution shall result in a true and comprehensive 
integrated programme. We will then have taken a decisive step towards a more 
just and equitable international economic order." This unequivocal support by 
the Netherlands went a long way in bringing about a consensus on the Common 
Fund resolution. 


Annual Report of Minletry of 
Commerce 

Production Requirement of 
Peetlcldoe by 1571-79 


The other major question which had exercised the minds of the spokesmen 
1 *® 9 of the developing countries was that of debt relief. At the end of 1973, the 

1307 poor countries of the world owed the rich countries no less than $119 billion. 



The plea of the developing countries 
that rescheduling of repayments should 
be allowed so as to lessen the pressures 
on their balance of payments was 
rejected. Instead a resolution was 
passed which agreed on the working 
out of guidelines for this purpose by 
“an appropriate international forum’* 
by the end of the current year. In this 
case also, the only saving grace is the 
time limit fixed while the contours of 
the rescheduling programme remain 
unchartcrcd. The developing countries 
had asked for the cancellation or re¬ 
scheduling of the debts at a special 
global conference but the developed 
countries turned deaf ear to it. 
UNCTAD-IV made one signal service 
—it brought home the point that the 
burden of debts contracted by the poor 
countries had become unbearable. 

While the implications of the re¬ 
solutions passed at Nairobi arc still 
being discussed all over the world, 
news has come from Washington that 


With our economy having registered 
a fairly impressive progress during the 
last year; the secretary for Economic 
Affairs, Mr M.G. Kaul, did not have 
to strain himself much in seeking 
pledges for assistance for 1976-77 from 
the Aid-India Consortium which met 
in Paris a few days ago to decide on 
the issue under the aegis of the World 
Bank. His task was made all the 
more easy by the report of the World 
Band experts’ team which formed the 
basis of the discussions at the Paris 
meet. As the communique issued 
at the conclusion of the Consortium’s 
meeting reveals, its members com¬ 
mended the significant improvement 
achieved last year in almost all the 
sectors of our economy. They perti¬ 
nently noted the measures taken by 


another “Economic Summit’*—a meet¬ 
ing of the seven major industrial 
nations—will be held in Puerto Rico 
on June 27-28. The earlier summit at 
Rambouillet (Prance) last year had 
assisted these countries in achieving 
strong economic recovery. Under¬ 
standably, discussion will centre in pro¬ 
blems of mutual interest but the re¬ 
sults of the UNCTAD-1 V meeting arc 
bound to come up. At this summit, 
the leaders of the rich countries cannot 
help deliberating upon the resolutions 
which were passed at Nairobi. At 
Vancouver where the Habitat con¬ 
ference is going on currently, Mother 
Teresa said: Wc make too many re¬ 
solutions, and as a rule wc don’t fulfil 
one”. This pungent remark also sum¬ 
marised the feelings of the developing 
countries which had over the years 
received abundant sympathy in words 
from the developed countries. It is 
now up to the rich countries to prove 
that their concern for the poor coun¬ 
tries is not skin-deep. 


the government to raise both agricul¬ 
tural and industrial production as also 
the steps to boost exports, combat in¬ 
flationary tendencies and contain popu¬ 
lation growth. Satisfaction was derived 
by them particularly in regard to the 
control of inflation by us at a time 
when uptrend in prices continued to 
afflict many other economics, including 
those of some of the developed coun¬ 
ties. The sizeable improvement in our 
foreign exchange reserves in the recent 
past—for the first time in many years— 
too was well received. Reports further 
suggest that discussions this time were 
not marred by political controversies 
which had been the case last year 
following the explosion of a nuclear 
device by us in May 1974. 

The Consortium has pledged for 


1976-77 assistance to the order of 
8 1,800 million—nearly 8 25 million 
more than the commitments made last 
year. This year’s pledges include bilate¬ 
ral aid from the member countries 
to the extent of about 8 1,100 million. 
The remaining assistance is to come 
from the World Bank and its affiliate, 
the International Development Associa¬ 
tion (IDA). The commitments include 
8 160 million on account of reschedul¬ 
ing of the debt already incurred. 

US attitude 

While several countries, including 
the United Kingdom and Japan, have 
stepped up their assistance, though 
modestly, the United States has again 
refrained from providing aid. It is, 
however, understood that food aid to 
the order of about $ 61 million under 
PL 480 might be made available by 
the USA. Last year also, the United 
States provided assistance under this 
Public Law to the tunc of 8 83 million. 
Not only has the United States not 
pledged any economic assistance this 
year as well but also it has not agreed 
to any commitment in regard to debt 
rc-schcduling. 

Another significant feature of the 
commitments of aid this year—of 
course, in line with the trend in the 
recent years—has been that some more 
countries have improved their terms— 
some have improved their terrac 
further : some have done so for the 
first time. These include West 
Germany, Japan, Belgium, France and 
Sweden. West Germany has accepted 
the IDA terms under which the re¬ 
payment of the aid provided is to be 
made in 50 years, inclusive of a 10-year 
grace period, the rate of interest 
being very low. The details of 
the new terms offered by Japan arc 
not yet available but they are said to 
be much easier than hitherto. Belgium 
is stated to have brought down the 
interest charges on its loans from two 
per cent to one per cent. France has 
improved the grant clement in its 
assistance. Sweden will now be 


A helping hand from 

Aid-India Club 
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providing all aid in the form of grants; 
hitherto part of the assistance from 
this country had been in the form of 
loans and part in grants. The British, 
Danish and the Norwegian assistance 
is to continue to be in the form of 
grants. AH this should go a long way 
in reducing die debt servicing burden 
on us. 

So far as the assistance from the 
World Bank and its affiliate the IDA 
is concerned, this year’s commitment 
of S 700 million shows a decline of $ 200 
million from the $ 900 million contri* 
bution last year. Parhaps this is due to 
the fact that the resources of the IDA 
are expected to remain tight during 
1976-77 also. The possibility of some 
additional aid from this source, of 
course, cannot be ruled out if the funds 
available with it are augmented in the 
near future. 

rescheduling of debt 

Debt re-scheduling, similarly, has 
been reduced to $ 160 million from 
the last year's level of $ 170 million. 
Compared to 1974-75, the reduction in 
re-scheduling of debts this year is much 
more pronounced—to the order of 
about $ 110 million. No explanation 
is available for the progressive scaling 
down of debt re-scheduling, despite 
the burden of debt servicing going 
up year after year. According to the 
World Bank report, it will be around 
S 875 million this year—8 90 million 
more than last year—S 930 million 
next year and 8 980 million in 1978-79. 
The recent improvement in our foreign 
exchange reserves—due to increased 
remittances home by Indian nationals 
and such other factors as the continu¬ 
ing weakness of the pound-sterling, 
improvement in exports, some reduc¬ 
tion in imports, etc—should, of course, 
stand in good stead in this regard. 

The advice of the Consortium that 
in view of the significant improvement 
in our foreign exchange reserves, we 
can go in for some expansionary 
investment as well as appropriate 
adjustments in the import policy is 
not unwarranted. In fact, the Plan 


expenditure this year has already been 
stepped up by 31.4 percent compared 
to last year. The import policy too 
has been relaxed a great deal. If the 
improvement in foreign exchange 
reserves continues, as expected, further 
adjustments in the import policy need 
not be ruled out, though it will be 
erroneous to assume that the basic 
tenets of this policy will be changed 
to cater for some direct consumption 
needs. Our import policy has been 
progressively attuned to the require¬ 
ments of accelerating growth not only 
of the economy as a whole but also of 

Incentives for 


In his address to the annual general 
meeting of the Indian Jute Mills 
Association (IJMA), held in Calcutta 
on May 21, ProfD.P. Chattopadhyaya, 
the union Commerce minister, reiterat¬ 
ed his view that the industry was 
largely responsible for its present plight 
since it had systematically neglected 
research, market promotion, and cost 
reduction. Even if this is true, does 
such constant criticism of the industry 
serve any useful purpose at a time 
when it is faced with a really critical 
situation? 

Mr Bangur revealed in his 
presidential address that during 1975, 
the exports of jute goods declined 
to 450,000 tonnes from an average 
level of 620,000 tonnes in the previous 
three years. About a decade ago, the 
industry’s annual export amounted to 
over 900,000 tonnes. In 1975, the 
exports of hessian and carpet backing 
were only 226,000 tonnes and 107,000 
tonnes against 267,000 tonnes and 
144,000 tonnes respectively in the 
previous year. The sacking exports 
also came down to 81,000 tonnes in 
1975 from 129,000 tonnes in 1974. 

In these circumstances, both the 
government of India and the jute 
industry have a responsibility to take 
immediate and effective measures to 


exports. Squandering away of reserves 
on imports of direct consumption 
items can hardly be justified when the 
reserves can be utilised in a much 
better way for fostering development. 
The improved reserves are partly being 
used at present for liquidating 
indebtedness to the International 
Monetary Fund. This will help in 
containing the foreign debt servicing 
burden. They can also be profitably 
utilised for meeting the growth re¬ 
quirements of the economy—imports 
of industrial raw materials and equip¬ 
ment and machinery. 

jute industry 

improve the export earnings. 
Mr Bangur suggested that the cash 
compensatory support, presently given 
to carpet backing and jute specialities, 
should be extended to hessian, cotton 
bagging and new wool packs, that the 
margins on bank advances should be 
reduced to a flat 10 per cent, that soft 
loans should be provided against 
blocks, and that the mills' cash credit 
limits, fixed about ten years ago, should 
be increased. 

These proposals have been made 
before but Prof. Chattopadhyaya’s 
speech gave no indication that these 
were under the active considera¬ 
tion of the government of India. The 
minister described the various decisions 
recently taken by the government to 
assist the jute industry, such as the 
removal of the export duty and the 
formation of the Development Council. 
But Mr Bangur pointed out that “there 
has not been any improvement in the 
overseas demand for our jute goods/* 
that “the imbalance between the 
industry's cost and the selling prices 
continues", and that the mills were 
“incurring heavy financial losses and 
their liquidity position has now become 
precarious”. 

Prof. Chattopadhyaya stressed the 
importance of increasing the yield of 
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jute per acre. Mr Bangur revealed 
that in the season 1973-74, the per 
acre yield rose to 3.18 bales but in the 
season 1974-75, it declined to 2.73 
bales. He said that, on account of the 
good rainfall in recent weeks, the 
prospect for a sizable crop in the 
coming season had brightened. He 
suggested that the excess quantity of 
raw jute should not be exported but 
should be put into a buffer stock which 
would ensure a steady supply of raw 
material to the industry The minister 
said that the government was taking 
up this issue with the different inter¬ 
national forums for the establishment 
of an international buffer stock for 
jute and jute products and that it was 
negotiating with Bangladesh and Nepal 
for setting up the Jute International. 
But he did not disclose what progress 
had been made in these negotiations 
and how soon the Jute lnrernational 
would start functioning. Whether the 
buffer stock is set up at the national 
or the international level, the govern¬ 
ment should see to it that there is no 
shortage of the fibre and that the 
mills are able to get their supplies 
adequately and at economic prices. 
Meanwhile, the mills should expedite 
the payment of their outstanding 
dues to the Jute Corporation so that 
the latter could exercise effective con¬ 
trol on the market. 

labour productivity 

Prof. Chattopadhyaya advised the 
industry not to exploit the labour force 
and to pay promptly its statutory dues 
to labour. The industry should heed 
this advice sincerely and avoid com¬ 
plaints on this score. But at the 
same time, the government should use 
its influence in improving the labour 
productivity. The impact of wages as 
percentage of net sales in the jute 
industry increased from 15.89 per cent 
in 1965-66 to 25.72 in 1973-74 while 
it declined from 20.78 per cent to 
18.82 per cent in cotton textiles and 
varied from 15.27 per cent to 16.01 
per cent for all industries taken 


together. Mr Bangur said: "If the 
progressively stagnating effect of 
excessive munufheturing cost, uneco¬ 
nomic selling prices and erosion of the 
industry’s competitive strength have to 
be arrested through any realistic 
measure, it is essential that the pro¬ 
ductivity of this industry is considerably 
improved and the process of ration¬ 
alisation is carried out at a faster 
pace”. Both the government of India 
and the government of West Bengal 
should offer their full cooperation to the 
industry to improve the productivity 
of labour. 

Mr Bangur dealt with several other 
important issues such as the purchase 
policy of the Director-General of 
Supplies and Disposals, heavy burden 
of excise duty, importance of 
research and modernisation. These and 
other problems of the jute industry 
should be tackled with realism and 
urgency since, otherwise, as Mr Bangur 
said, “there will be serious repercussion 
on the economy of the eastern region 
in general and West Bengal in parti¬ 
cular”. The government should refrain 
from adopting dilatory tactics by 


appointing one committee after another 
to look into the industry’s problems. 
As a spokesman of the industry said 
recently, in several instances the find¬ 
ings of these committees had proved 
wrong within a month or two of their 
publication. The government therefore 
should take quick decisions to make 
the industry viable. 

The trade unions should also adopt 
a constructive attitude. At the 
tripartite meeting held in Calcutta 
on May 22, the representatives of 
trade unions said that there was no 
alternative to the nationalisation of the 
jute industry. But will this step solve 
the immediate problem of reopening the 
closed mills and the prevention of more 
units from closure in the coming weeks? 
Will nationalisation help to revive the 
foreign demand for jute goods? It 
seems strange that the government of 
West Bengal also has not been taking 
a realistic view of the plight of the jute 
industry despite its crucial importance 
to the state's economy. At the 
tripartite meeting. Dr Abedin, West 
Bengal's minister for Cooperation, 
asked why synthetics should cause 
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difficulties for the jute industry when 
they had not done so for the cotton tex¬ 
tiles! He suggested that the govern¬ 
ment should take over a few sick mills 
and some viable units. Dr Abedin’s 


A revision in the prices of important 
pesticides produced in the country is 
on the cards. The government has 
asked the Bureau of Industrial Costs 
and Prices to undertake a cost study 
in respect of all major pesticides to 
ensure that their prices are maintained 
at reasonable levels. This revision 
will be in addition to the recent 
downward adjustment of the prices of 
several pesticides voluntarily agreed to 
by the industry. This study is also 
likely to throw some light on the prob¬ 
lem of the variations in the prices of 
the same technical grade material 
offered by different manufacturers 
which creates difficulties in pricing some 
of the formulated products. 

At a recent plant protection confe¬ 
rence held in New Delhi it was revealed 
that BHC was offered from Rs 4500 to 
R$ 8000 per tonne by different manu¬ 
facturers. The explanation put forward 
by the industry was that various factors 
such as technology, cost of raw 
materials, size of the unit and the cost 
of power determined the price of the 
final product. But in spite of these 
factors, the industry should evolve a 
proper pricing policy so as to offer 
this essential agricultural input at 
reasonably low prices and at uniform 
rates. In the absence of any statutory 
control on the prices or distribution 
of the product, the responsibility of the 
industry is alt the more greater. 

At the present moment the attention 
being paid to prices is justified in 
view of the fact that the demand 
for pesticides is likely to rise in the 
near future. In an environment 
of rising agricultural productivity 


remarks seem to show that the West 
Bengal cabinet has not yet dearly 
understood the nature and seriousness 
of the difficulties confronting the jute 
industry. 


associated with assured supply of 
water and application of fertilisers and 
high-yielding varieties of seeds, increas¬ 
ing use of pesticides is imperative. 
Several new varieties of crops are less 
resistant to plant diseases and many 
new pests proliferate in areas charac¬ 
terised by excessive moisture and 
multiple pattern of cropping. For 
instance, the brown plant hopper which 
appeared in Kerala state some years ago, 
has spread to eleven states where high- 
yielding varieties of dwarf paddy with 
thick leafy growth has been cultivated. 
Urged by these circumstances an inter- 
ministerial committee (headed by the 
Director, National Chemical Labora¬ 
tory) set up by the government has 
estimated that the level of consumption 
of pesticides, which at present ranges 
around 55,000 tonnes, is likely to 
touch 80,000 tonnes by 1978-79. 

a yardstick 

There is another yardstick to confirm 
this expected upswing in the use of 
pesticides in this country. The experi¬ 
ence of the countries with high agricul¬ 
tural productivity shows that fertilizers 
and pesticides are complementary 
inputs and the increased use of the 
former leads to enhanced input of the 
latter. The ratio between fertilizers 
and pesticides in terms of value has 
been around 3.5: 1 in most of the 
countries practising progressive agri¬ 
culture. In our country this ratio has 
tended to be around 7:1, revealing the 
fact that consumption of pesticides 
vis-a-vis fertilisers has been lagging 
behind this accepted norm. This 
imbalance has to be rectified with 


increased use of pesticides now, 
especially when the consumption of 
plant nutrients is expected to rise 
significantly. 

It may be added that specificity of 
pesticidal chemicals has a special 
significance in the crop protection 
programme. For this reason, considera¬ 
tion of the overall installed capacity of 
the industry or its under-utilisation has 
less relevance to the demand pattern. 
For instance, the large installed 
capacity for the weedicides or fungicides 
cannot be utilised to control insect 
pests because weedicides cannot control 
pest diseases nor fungicides the weeds. 
For instance, comparatively large inst¬ 
alled capacity that exists for the manu¬ 
facture of Benzene Hexachloride (BHC) 
cannot be effectively made use of to 
control many insect pests or to produce 
liquid formulations which are becoming 
increasingly popular. 

installed capacity 

The installed capacities of many 
effective insecticides such as parathion, 
metasytox, dimethoate, malathion, 
fenitrothion are not adequate at present 
to meet the current needs (See Records 
and Statistics, page 1307). Specific gaps 
in respect of certain types of pesticides 
where licensing capacity is still being 
encouraged, include aldrin, chlordane, 
haptachlor, new carbamates like 
carbafum and others based on 
methylise-cynates, organophosphatics 
like dursban, phosyel, formothion, 
disyston, thiometon, diazinon, thiode- 
meton, penthion, abate, systematic 
fungicides like benlate, vitavax and 
hinosan; acricides like tedion and 
kelthane, weedicides and growth 
regulants like simazine, ethepon, 
mematocides like terracur and DDT. 

This gap is at present being filled to 
some extent by imports which during 
1975-76 were valued at Rs 9.34 crores 
against an import of Rs 11.45 crores 
during 1974-75. The import of endrin 
which increased from 335 tonnes in 
1974-75 to 550 tonnes during 1975-76 


and their prices 
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was priced at Rs 121 lakhs and Rs 2S0 
lakhs respectively during the two years. 
Another major import during 1975*76 
was that of paraquat valued at Rs 107 
lakhs. The import of 243 tonnes of 
endosulphan cost Rs 118.28 lakhs 
during 1975-76. Toxaphene was also 
imported in large quantity. The 
import of 2,486 tonnes of carbaryl 
cost Rs 4.28 crores during 1974-75 as 
against the import of 727 tonnes for 
Rs 1.28 crores during 1975-76. 

In order to meet the increased 
requirements of pesticides, the govern¬ 
ment has included this industry in the 
core sector in the matter of licensing 
under the Industries (Development and 
Regulation) Act and has listed it in the 
priority industries sector for purposes 
of import of raw materials. As the 
sophisticated technology for the manu¬ 
facture of pesticides is available only 
from limited sources, the government 
is encouraging large industrial houses 
and foreign companies to participate in 
the development of this industry. Pro¬ 
posals for foreign collaboration are 
also being considered on the basis of 
merit. However, with a view to attain¬ 
ing self-sufficiency and self-reliance the 
National Laboratories of the Council 
of Scientific and Industrial Research 
(CSIR) have been striving hard to deve¬ 
lop appropriate technology to fill the 


gap. The results of the various exercises 
canted out so far have been very 
encouraging and the CSlR expects to 
develop appropriate technologies for a 
number of items by the end of the 
current year. 

The existing 26 units in the organised 
sector with a total annual installed 
capacity of 58,400 tonnes are engaged 
in the manufacture of a wide variety of 
pesticides but still a large number of 
pesticides have to be imported as stated 
above. There are certain constraints 
in the nature of the industry which 
explain its slow growth. Pesticides for 
Use in this country need clearance from 
the Registration Committee of the 
Central Insecticides Board. The intend¬ 
ing entrepreneurs are required to furnish 
complete data to the committee on the 
efficiency, toxicity and safety of the pro¬ 
posed products to enable them to take 
a view on its essentiality and suitability. 
Schemes for the manufacture of techni¬ 
cal grade pesticides are generally 
subject to the condition that a specified 
percentage, normally 50 per cent of the 
actual production, will be supplied to 
the non-associated formulators. More¬ 
over, formulation capacity is not per¬ 
mitted unless pesticides proposal is 
accompanied by a time-bound pro¬ 
gramme for the manufacture of the 


corresponding 1 technical pesticides in 
this country. 

Special attention is being paid to the 
production of Such pesticides as do not 
have persistent residues and cause 
environmental pollution. In recognition 
of the health hazards of pesticides, the 
government has passed the Insecticides 
Act with the prime objective of ensur¬ 
ing the safety of those who handle 
pesticides. The Central Insecticides 
Board has set up a sub-committee on 
environmental pollution to advise the 
government on this aspect of the use of 
pesticides. It may be pointed but that 
the industry should also take upon 
itself the responsibility of educating the 
farmers in the safe use of pesticides 
causing minimum of environmental 
pollution. 

It also came to light at the annual 
plant protection conference that adulte¬ 
rated and sub-standard pesticides were 
on sale at various places. While the 
government is taking all necessary steps 
to control such malpractices, the 
industry should also impose restrictions 
to curb such unsocial tendencies. It 
may be pointed that ihe central govern¬ 
ment and the state governments hav e 
been fully empowered by the Insecti¬ 
cides Act to take necessary punitive 
steps against those who indulge in such 
unhealthy practices. 
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Capital s Gomdors 


R. C. Ummat 


Credit expansion • Record food procurement 
PEC's breakthrough in West Asia * 

A new paper project 


The Reserve Bank of India is 
understood to have tentatively 
estimated this year's overall additional 
credit requirements of the economy 
around Rs 2,000 crores. Of this, the 
credit incremental to the last 
year for the food and fertiliser 
sectors has been assessed around Rs 600 
crores—Rs 350 crores for the food 
sector and Rs 250 crores for the 
fertilisers sector. The remainder about 
Rs 1,400 crores credit is anticipated to 
be required for meeting the needs of 
the other sectors of the economy. The 
additional credit provided by banks 
last year aggregated to Rs 1,250 crores. 

The above requirements, it is hoped, 
can be easily met, for the accrual to 
the deposits of the banking industry 
this year is expected to be of the order 
of Rs 2,600 crores. 

strict tailoring 

Care, however, is proposed to be 
taken to see that the additional credit 
which will be made available to the 
non-food sectors this year will not be 
utilised for building up inventories. 
The actual disbursement is proposed to 
be strictly tailored to production needs. 
Even if the demand for credit goes up 
with the economic growth exceeding 
current expectations, production is not 
envisaged to be hampered. Suitable 
adjustments will be made in the 
currently drawn tentative credit pro¬ 
gramme. The assessment of the 
credit requirements is to be done 
within the overall framework on 
quarterly basis. The requirements of 


the current quarter, it is learnt, were 
finalised a few weeks ago. The assess¬ 
ment of the second quarter’s needs is 
envisaged to be completed by early July. 

Although the target for industrial 
growth this year has been placed by 
the government at 10 per cent, the 
Reserve Bank’s credit plan is under¬ 
stood to have taken into consideration a 
growth of about eight per cent over the 
year. This is due to the fact that some 
time will be required for the tempo of 
activity to pick up in line with the pro¬ 
posed target of 10 per cent. 

close scrutiny 

Any further general reduction in the 
interest rates charged by banks on 
their loans has been ruled out in the 
interest of containing the prices spiral. 
Adjustments in some exceptional cases, 
however, may have to be made. They 
are proposed to be made if found 
absolutely necessary after a close 
scrutiny of the concerned cases—strictly 
on merit. With a view to alleviating 
the distress caused to industrial units 
facing difficulties due to recession in 
the demand for their products, some 
rescheduling of loans is not ruled out. 
But this too is proposed to be done on 
merits after a thorough examination. 

The accretion to the foreign exchange 
reserves of the country is understood 
to be continuing unabated. The Reserve 
Bank is said to be purchasing Rs 60 to 
70 crores worth foreign exchange every 
week from the authorised dealers. 

* * 

The pace of procurement of food- 
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grains during the current agricultural 
year ending this month, suggests that 
the output should significantly exceed 
114 million tonnes—the target set for 
the year. According to Agriculture 
ministry sources, it may be around 116 
million tonnes. 

Wheat procurement is expected to 
go up to as much as six million tonnes, 
exceeding the target by nearly 0.8 
million tonnes. Kharif procurement, also 
around six million tonnes till lately, has 
already surpassed by a wide margin the 
target of 4.6 million tonnes. 

target surpassed 

Wheat procurement had surpassed 
the target by June 3, although arrivals 
in the markets were still continuing 
on a significant scale. It had by then 
aggregated to 5.27 million tonnes, as 
against less than 2.8 million tonnes by 
the corresponding period last year, 2.6 
million tonnes in 1971-72, 4.3 million 
tonnes in 1972-73, 3.2 million tonnes in 

1973- 74 and a bare 857,000 tonnes in 

1974- 75. It had exceeded by June 3 
also the peak procurement ever done 
in a year as a whole. 

Puqjab continued to lead with over 2.4 
million tonnes having been procured by 
June 3, as against 1.8 million tonnes by 
the same date last year. It was racing 
towards the target of 2.8 million 
tonnes. 

The procurement in Uttar Pradesh and 
Haryana—1.34 million tonnes and 0.78 
million tonnes- had exceeded the 
targets of 1.2 million and 0.5 million 
tonnes set for the two states. The pro¬ 
curement there during the correspond¬ 
ing period last year had been around 
420,000 tonnes and 290,003 tonnes, 
> respectively. 

Rajasthan and Gujarat too bad 
yielded more than what was expected 
of them—373,000 tonnes as against the 
target of 200,000 tonnes and 123,000 
tonnes as against the target of 50,000 
tonnes, respectively. 

The procurement in Madhya Pradesh 
had been of the order of 160,000 
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tonnes by June 1, as against 97,000 
tonnes by this date last year. The 
target for the state is 200,000 tonnes. 
Bihar had procured till then over 
54,000 tonnes, as against 32,000 tonnes 
during the corresponding period last 
year. Its target is 100,000 tonnes. 

The record procurement during the 
last kharif and the current rabi seasons 
has pushed up the foodgrains stocks 
with the government to over 14 million 
tonnes. As some imports too are 
still being effected—they are reported 
to have been of the order of about 
2.5 million tonnes during the four 
months to April—the Agriculture 
ministry is confident that a buffer 
stock of 10 to 12 million tonnes would 
be built up by July. The overall stocks 
with the government by then may be 
16-17 million tonnes. 

possibility of export 

The next agricultural year’s (July 
1976-June 1977) target of foodgrains 
production is expected to be finalised 
soon. It is envisaged to be indicated 
to the state governments early next 
month. Although much will depend on 
the behaviour of monsoons, the stress 
being laid on the application of 
fertilisers to farming in the new 54 
identified districts, where potential for 
the use of fertilisers exists because of 
cropping patterns and irrigation 
facilities, should suggest that the 
government is anxious to raise produc¬ 
tion significantly further in the next 
12 months. The agricultural develop¬ 
ment programmes are proposed to be 
pursued relentlessly so that the country 
cannot only attain self-sufficiency in 
foodgrains in a normal year, but also 
should be able to export. The minister 
for Agriculture and Irrigation, Mr 
Jagjivan Ram, in fact, observed at a 
recent press conference here that we 
may emerge as a significant exporter of 
foodgrains and other agricultural pro¬ 
ducts in the next three or four years 
when some of the major irrigation pro¬ 
jects get completed. 

Mr Jagjivan Ram made this observa¬ 


tion white announcing die decision of 
the Krishna Water Disputes Tribunal. 
Under the Tribunal’s award, Andhra 
Pradesh, Karnataka and Maharashtra 
have been assigned utilisation of 800 
TMC, 700 TMC and 560 TMC, 
respectively, out of the total 2,000 
1MC dependable flow of the river. 
The three states should now be able to 
go ahead with their various projects on 
the river which, when carried out, are 
expected to bring an additional 1.2 
million hectares under irrigation. A 
major part of this acreage is in the 
drought-affected areas. The decision 
of the Tribunal, Mr Jagjivan Ram 
stated, was binding on all the parties 
concerned. 


The Projects and Equipment 
Corporation, a subsidiary of the State 
Trading Corporation of India, has 
achieved a breakthrough in west 
Asia by bagging against severe com¬ 
petition from France, the United 
Kingdom and Italy, Rs 8 crores 
turnkey project in Dubai to construct 
a 72-Km long 132Kv transmission line. 
It is to be completed in 18 months in 
association with M/s EMC Steelal Ltd, 
Calcutta, who have to their credit a 
large number of successfully executed 
export contracts. The implementation 
work is stated to have already been 
taken up in right earnest. 

The project is expected to open up 
new vistas of co-operation with the 
United Arab Emirates which has fairly 
ambitious plans to develop social 
amenities—electricity, roads, hospitals, 
etc. 

The railway equipment division of 
the undertaking has also secured two 
contracts this month—one for the 
supply of 30 tank wagons to Zambia 
and the other for the export of 30 
wagons and spares to Tanzania. 

During the first two months of the 
current financial year, the corporation 
exported equipment worth Rs 9.5 
crores, against just about Rs 2.3 crores 
in these months last year. The total ex¬ 


ports of the undertaking last year were 
of the order of Rs 30 orores. This year, 
they are expected to go up to Rs 48 
crores. The Malaysian wagons order 
has been executed. The Yugoslav 
wagons order is nearing completion; 
so also the Bangladesh wagons con¬ 
tract. 

• * 

Probably the first non-resident Indian 
to take advantage of the government’s 
policy of assisting such entrepreneurs in 
setting up industrial units in the 
country, Mr M.M. Sehgal, has launch¬ 
ed two companies—Sehgal Papers 
Limited and Sehgal Tissues Limited— 
to manufacture at the Dharuhera 
industrial complex in Haryana, fine 
printing, writing and tissue paper. The 
unit which will be manufacturing 
fine printing and writing paper 
is expected to cost Rs 3.48 crores. The 
tissue paper project is estimated to 
cost Rs 7.75 crores. The two 
projects are likely to go into pro¬ 
duction by the end of next year. 
Sehgal Papers Limited is expected to 
go in for public subscription later 
this year to raise nearly Rs 91 lakhs. 
The timing for the public issue of 
Sehgal Tissues Limited is yet to be 
decided. 

Talking to newsmen here last week, 
Mr Sehgal disclosed that he would be 
bringing his own foreign exchange to 
cover the promotors* share of the 
equity in the two ventures. This would 
partly finance the import of machinery 
and equipment. The excess require¬ 
ments of foreign exchange for this 
purpose are to be released by the 
government, 

Sehgal Papers Limited will have a 
capacity to produce annually 9,000 
tonnes of high grade writing and printing 
paper. Sehgal Tissues Limited has been 
licensed to manufacture 10,000 tonnes 
of tissue paper per annum. In the 
initial stages the production of tissue 
paper will be based on imported pulp. 
The tissue paper manufacturing unit 
alone is expected to save nearly Rs 1.5 
crores per annum in foreign exchange. 
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Oil isn't produced In 
laboratories. It'e them burled 
under thousands of feet of rook 
and shale. And that's bow deep 
ONGC's top scientific talents 
reach. You'll find them wading 
through mud; crouching over the 
drill hole, exploring for precious 
oil. 

ONGC's treasure-house of over 23,000 
men has always been the driving force 
behind its quest fdr oil. Men who include 
some of the country's topmost scientists, 
geologists, geophysicists and engineers. 

And all with a single purpose to make 
India self-sufficient in oil. 

Telescoping over 100 years into 20 
years—the extent of our salf-rsllanea 

ONGC realized at the very beginning that 
self-sufficiency in oil could be achieved 
only through self-reliance in equipment, 
personnel and expertise. And with this in 
mind, ONGC endeavoured to attain self* 
reliance in that all-important area** 
expertise. The country already possessed 
the people and the talents. What was 
required was to train them In the specialised 
areas of oil technology. This was achieved 
through an intensive training programme 
under which ONGC technicians received 
training in on-shore as well as off-shore 


technofogy*- both in Indie and abroad. It's 
to ONGC's credit that it has telescoped over 
100 yesre of the best international oil 
technology into e brief span of 20 years. 
Today it has developed a high degree of 
expertise and in-house capability, and 
carries out most of its operations itself— 
which.only a few other oil companies in 
the world do. 

Tho oilmen of tomorrow* 

ONGC is not only keeping abreast of the 
technological developments all over the 
world, but is also developing a resorvoir of 
indigenous talents. Through its training 
programmes, laboratories, research centres 
and workshops. ONQC is helping to turn 
out a fresh, new breed of oil technologists, 

ONGC technology takac a trip abroad 

ONGC's activities are not confined to 
India alone. It has been exploring for oil 
in the Persian Gulf along with three 
international oil companies—earning Indie 
over 500.000 tonnes of crude oil every 
year, it's also drilling in the deserts of JraQ 
under a service contract with the Iraq 
National Oil Co. What's more. ONGC ia . 
even exporting its expertise: it has won e > 
contract for carrying out seismic surveys in 
Southern Iraq and will be drilling for gas—*« 
on the tropical island of Songo«Spn§g—for? 
Tanzania. 


ONGC's scientific talents mi constantly 
reaching newer heights— only to touch 
greater depths in search of oil. 

Oil 6 Natural Oaa Commission 

Tal Bhavan, Dehra Dun, 

onflow* 

-tha nation grows 

once 




Whom 

tho country’s Mghost 
scientific taWmts touch rock bottom 
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in our economy 

D. C. Kotharl 


POINT OF VIEW 

Role of exports 

This is (he speech off Mr Kothari on the resolution on 
"Pivotal Role of Exports in Our Economy" moved at 
the Fortyninth annual meeting of the Federation of Indian 
Chambers of Commerce and Industry. It outlines the 
broad strategy that should be adopted to produce 
desired results. 


The most important factor deter¬ 
mining the prosperity or otherwise of 
our economy is its still continuing 
heavy agrobase resulting in an annual 
growth of per capita income by a bare 
1.4 per cent during the period 1950-51 
to 1973-74. Thus, the overall domes¬ 
tic production at any time being deter¬ 
mined by the agricultural sector, our 
economy is almost totally determined 
by the monsoon and the weather, 
keeping the growth rate down to just 
3.7 per cent during the past two 
immediate decades. Meanwhile, shor¬ 
tages in this all-pervading agricultural 
sector has put a steady pressure on 
prices and, therefore, on wages, thus 
affecting both industrial production 
and profitability. 

hard cor* 

Ti»e above is the hard core of our 
economy still, and whatever be the 
attractions of the export sector, no 
one can get away from the hard physi¬ 
cal laws governing our agriculture. 
Two examples will drive home my 
point. The first is the case of the sugar 
industry which while from the tempo¬ 
rary point of view did succeed in earn¬ 
ing some foreign exchange could not, 
by reasons of dependence upon supply 
of cane, fully gain a position of perma¬ 
nent advantage in the matter of sugar 
exports. The second example is the 
present prosperity of the coffee planta¬ 


tions which is not because of any export 
drive or policy but because of the 
failure of good weather in the foreign 
producing nations. 

higher imports 

Another factor is that while the 
value of exports has gone up enor¬ 
mously, that of imports has moved up 
even higher, and the gap seems to be 
widening. However, the external reser¬ 
ves position has been steadily improv¬ 
ing over the past few years. The 
reserves which stood at Rs 947 crores 
in 1973-74 have increased to almost 
double. I believe, as of February 1976, 
the reserves stand at an all-time high 
figure of Rs 1,767 crores. It is interest¬ 
ing to see that the main reason for 
this has been the remittances from 
abroad which for the year 1975 were 
Rs 908 crores as against Rs 507 crores 
the previous year. The inflow can conti¬ 
nue to be expected. Our economy has 
reached a point of strength where it is 
able to attract flow of capital from its 
own citizens abroad. The next step, 
namely that of attracting flaw of 
capital from non-residents, would seem 
to be nearer and, here again, a realistic 
and reasonable approach which has 
already been adopted will help. 

Exceeding even the most optimistic 
estimates, the exports during 1974-75 
amounted to Rs 3,304 crores, showing 


an increase of Rs 781 crores over the 
previous year’s figure. In terms of 
percentage the increase was almost a 
third (31 per cent). But, the total 
import bill was a record too — Rs 4,468 
crores or a rise of 51 per cent, leaving 
a trade deficit of Rs 1,164 crores. How* 
ever, foreign reserves are in a fairly 
healthy state following the improve¬ 
ment in the rupee parity and the crack 
down on illicit payments racket and, 
secondly, aid flows should still be quite 
large even though there may be some 
decline from the level of last year. 

It will be of interest to study the 
pattern of the export-import gap. We 
find that crude witnessed an iocrease 
of 128.9 per cent while the petroleum 
products an increase of 41 per cent and 
chemicals as a whole spurted to 99.2 
percent, fertilisers alone recording a 
rise of 161.1 per cent while wheat show¬ 
ed an increase of 101 per cent. 

increased unit value 

As against this, the truth about our 
export performance is that quantita¬ 
tively exports increased by 4.9 per cent 
while by unit value 26 per cent. How¬ 
ever, in the long run oil imports may 
come down significantly in the early 
80s. In 1978-79 the use of oil may be 
30 million tonnes but half of it will be 
domestic as against the one-third as 
at present. There will be less imports 
of fertilisers. These facts call for a 
change in strategy. 

Since food, fuel and fertilisers ac¬ 
count for almost 60 per cent of die 
import bill it is possible to give some 
credence to the estimates that the trade 
gap will have substantially narrowed 
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by 1980-81, even if it does not disap¬ 
pear altogether. 

Taking all these together, for the 
year 1976-77 we may have to increase 
the quantity of exports by at least 17.7 
per cent to provide for a possible 
decline in the unit value by 5.6 per cent 
so that the export earnings may remain 
the same. 

The world economic situation is so 
distorted that the main endeavour of 
the developed countries is to conserve 
domestic demand by way of greater 
tariff and non-tariff protection. For 
instance, the GSP Scheme of the United 
States has opened up some opportu¬ 
nities but has closed a few based on 
the competitive need formula. This 
formula means that if a country 
supplies $.25 million worth of a parti¬ 
cular product or 50 per cent of the 
needs of the United States of a 
particular product in any one year, 
then it is deemed to have reached 
such a degree of competitiveness as 
to pay the prevailing import 
tariff. This immediately affects a num¬ 
ber of products such as leather, sugar, 
textiles, items like mica, corn products 
etc. 

GSP benefit 

Again, the duty free treatment 
under the GSP does not benefit India 
entirely because of the long distances 
between the two countries resulting in 
increased freight charges etc. Prima 
facie, a developed country like Mexico 
or any of the South American coun¬ 
tries, have acquired by the new scheme 
a far greater degree of competitiveness 
vis-a-vis India. However, to the extent 
our other competitors like Korea, 
Taiwan, Hong Kong etc, are concerned 
perhaps we may have an edge in view 
of the fact that they would come 
under the competitive' need formula 
and, therefore, liable to tariffs. 

It is now possible to go about the 
business of evolving a broad strategical 
approach to the export front so that 
this sector can play its pivotal role in 
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our economy unhindered by other 
circumstances of a domestic origin. 

There is an urgent need for a major 
push forward in investment during the 
year especially since it seems to usher 
in a period of price stability with 
a tendency towards a drop in 
agricultural prices and, therefore, of 
wages. The present peak agricultural 
cycle with the added advantages of the 
prime minister’s twenty point pro¬ 
gramme and a containment of the 
inflationary puU has set the precondi¬ 
tion for gearing up the economy and 
for increasing the export drive. 

True, the balance of payments posi¬ 
tion is widening, prospects of aid are 
dim, yet the foreign exchange position is 
not altogether bad. That the situation 
is well set for a full scale exploitation 
is all too evident from the boost that 
has been given to the net inflow of 
invisibles by larger remittances from 
Indian citizens abroad. While on the 
subject, I will be failing in my duty if 
I do not emphasize the fact that there 
are still inducements and incentives 
due to remittances from abroad. The 
government should totally exempt 
these from wealth taxation for, say, a 
minimum period of five years at least. 
Again, a non-resident remitting his 
moneys to India is in the position of a 
person making a new investment al¬ 
together in the Indian rupee and as 
such should be afforded reliefs in 
respect of income taxation on these 
moneys remitted. 

import policy 

Before turning our attention to ex¬ 
ports proper, we may consider the new 
import policy which intends to use 
exports as a lever of economic growth 
— ''Foreign trade performance is itself 
an industrial growth output”. The 
Indian economy has been less vulner¬ 
able because of its size. Foreign trade 
is still no more than 12 per cent of the 
GNP at current prices. Exports now 
cover a wide range-primary agricultural 
items, semifinished manufacture, con¬ 
sumer products and capital goods. It 
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has developed a good degree of resi¬ 
lience, Domestic and export demand 
seem likely to pick up and the pros¬ 
pects are good. 

The three objects of the new import 
policy are—(a) easier and quicker 
access to import of raw materials, 
components and spare; (b) eight more 
industries have been added to the 
Select List ‘enjoying special consi¬ 
deration, and extending the import 
replenishment facilities to include forty- 
six new products; and (c) new policy 
changes role of import control from a 
negative policing operation to a pro¬ 
motional one. New Delhi will now 
let the entrepreneurs have the imported 
components they seek without too much 
quibbling over details, as long as they 
can justify having obained them by 
their performance. 

Even if imports go upto Rs 5,200 
crores next year and exports touch 
Rs 4,450 crores, that is an increase of 
Rs 650 crores, the trade gap will 
significantly come down. 

streamlining production 

Coming down to exports proper, the 
aim of the government and industry 
should be to streamline production so 
as to create a surplus capacity exclu¬ 
sively dedicated to exports, and in the 
sectors where this capacity does not 
obtain to impose moderate restrictions 
on domestic consumption, to achieve 
the targets without upsetting unduly 
the domestic prices, which is possible 
by employing the usual fiscal and regu¬ 
latory measures on a temporary basis. 
One may say that this has been achieved 
as a result of the usual condition of 60 
per cent to 75 per cent of export obli¬ 
gation demanded from new units and 
expansions. 

My only plea is that to exact such a 
demand is to place the cart before the 
horse because a stage comes when the 
exaction of so high an obligation will 
operate as only a deterrent to a build¬ 
ing up of capacity. There is need for 
a more positive approach here, such as 
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that incentives should be offered in such 
a way as to be related to the percentage 
of capacity diverted to exports. Thus, 
any unit which manages to export, say, 
SO percent of its capacity will stay 
doing so because of the incentives it 
enjoys in the matter of import of raw 
materials used for domestic consump- 
tion, tax benefits etc. In this connection, 
I would suggest that the government 
should be both bold and dynamic in 
its approach, by even allowing a larger 
depreciation on the plant and machi¬ 
nery, the products of which are exported 
wholly or partly. For example, if a 
unit which devotes 100 per cent of its 
production for exports, let us say, is 
allowed an additional depreciation of 
five per cent, then a unit which exports 
only 20 per cent of its production should 
be allowed to earn an additional depre¬ 
ciation of one per cent. 

export assistance 

We can now turn our attention as to 
how far the official export assistance 
operates in practice These, made on 
the basis of year to year, immediately 
suffer from uncertainly. In fact, no 
exporter is able to forecast his projec¬ 
tions and evolve policy for, say, the 
next three years at least. This is indeed 
a difficult situation for any exporter for 
there is nothing permanent about the 
incentives for which he is eligible just 
now. Both the cash incentives and the 
tax benefits must be so fixed as to be 
available for a couple of years before 
the expiry of which the new policy 
should be announced. 

Thus, there will be room for an 
exporter to manoeuvre over a period of 
time and evolve aggressive policies 
instead of merely cashing in on a 
current situation and then forgetting 
exports altogether. Therefore, 1 would 
suggest that at least so far as reliefs 
from direct taxes are concerned these 
should be at an appreciably lower rate 
of both income and wealth taxation on 
the profits and plant and machinery as 
can be said to be involved in the export 
trade as also in import substitution, in 


addition to a larger depreciation 
allowance to which I have made 
reference. New modes of tax incentives 
for export promotion may be necessary 
in lieu of cash compensatory allowance. 
This is in the long run. It is suggested 
that profits from exports may be taxed 
at lower rates of 30 per cent for cor¬ 
porations and 50 per cent for non-cor¬ 
porations. An initial depreciation of 
25 per cent may also be allowed in 
export-oriented industries. Further, 
at least three months before the expiry 
of the policy, the new policy should be 
announced. 

It will not be out of context here to 
mention that so far as finance for 
export is concerned there should be 
favourable terms of loan—both long 
term secured loan and short term export 
finance. The object here is to introduce 
benefits in terms of concepts which 
industry knows and understands. For 
instance, the lending institutions should 
make it known that so far as the capital 
involved in exports is concerned, cither 
wholly or in part, they will give one 
per cent off the usual interest rates and 
extend the period of repayment from 
the usual 7 to 10 years. Thus, clear 
policies should be evolved in respect 
of both export trade and industry in 
terms of the concepts they understand 
and work under, and extended to each 
individual item of export, depending 
upon the circumstances. 

defeating the purpose 

One can understand or even sympa¬ 
thise with the fiscal measure of dear 
money at home during a period of 
inflation, but to apply the concept to 
export trade and industry which prima 
facie earn the foreign exchange with 
which to quench the domestic inflation 
is to defeat the very object of exports. 
One latest industry, namely the 
engineering industry, which has acquit¬ 
ted itself so well gets export finance at 
11$ per cent. Everyone knows how 
competitive is the field here as also the 
costs involved. Yet, while we should 
not be anxious to subsidise a foreign 


importer bylowering our own credit 
terms to the Indian exporter, we still 
have to make it attractive to the latter 
so that reasonable quantities of exports 
do take place on a continuous basis. 
This is especially so in respect of 
turnkey projects involving heavy outlay 
on capital goods. An attempt has beat 
made by the government by increasing 
project assistance and design drawing 
and commissioning etc, from 2$ per 
cent to 10 per cent, in addition to 
normal exports of supplies of materials. 
Further the Projects and the Equipment 
Corporation (PEC) is making efforts to 
secure turnkey projects as prime consul¬ 
tants in a number of countries. 

•x-im bank 

In this connection the answer would 
seem to be the creation of an export- 
import bank which will operate as a 
separate institution and act as a leader 
in organising export finance at a reason¬ 
able price and in adequate quantities. 
In this connection I am reminded of 
the criticism of the 1DBI that parties do 
not approach it for export finance. 
Naturally so because the parties in 
India feel that cash remittances are not 
general'y permitted and there is little 
point, therefore, in their approaching 
the IDBI. Only a specialised bank like 
the export-import bank will be able to 
handle this situation by taking a realistic 
view of preshipment packing credit and 
postshipment credit. It could also make 
suitable projections for future opera¬ 
tions and ensure adequacy of finance. 

Thus, for instance, as against an 
export of Rs 3,800 crores for the year 
1975-76 the credit provided was a bare 
Rs 700 crores, half for packaging credit 
and half for shipment credit. The bank 
which has to supply credit for the 
domestic trade at a higher rate of 
interest may not show that amount of 
enlightened interest to encourage 
exports for which the interest rates 
have to be lower. This can be best done 
only by the formation of an export 
import bank which will handle this job 
exclusively, in addition to whatever the 
existing channels can do. 1 doubt very 
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much whether the IDBI with its hands 
full of finance for domestic use (90per 
cent) can deal with this matter of 
exports in a satisfactory manner. 

I would merely touch the question of 
shipping and port facilities. There 
should be a dovetailing of the export 
projections aqd the port and shipping 
facilities, if we are to avoid bottlenecks. 
Periodical meetings between the 
exporters and the port authorities and 
the shipping interests can go a long 
way in ensuring a smoother flow. 

I will not dwell at length on the 
subject of invisibles for the only reason 
that a great deal of initiative has been 
shown in this regard and the momentum 
can be maintained and improved upon. 
Indian banking has already acquired 
an international network but sufficient 
enterprise is not being shown in terms 
of insurance. Perhaps private enter* 
prise may be allowed to undertake 
insurance business abroad. Our shipp* 
ing and air services have earned a good 
reputation and only suffer from 
limitations of capital required but not 
of enterprise. 

vista opsnad 

There should be a greater reliance 
based on flows of capital, bilateral 
trade agreements and keener competi¬ 
tion in supplying know-how and 
undertaking turnkey operations on a 
global basis. In this connection, a 
great vista hasopened up in new regions 
of the world, particularly the Middle 
East, in the matter of forming a con¬ 
sortium for the purpose of exports, 
as also for consultancy services. 

It is not as if further penetration is 
not possible in the direction of the deve¬ 
loped countries. If our country can 
evolve a consortium to at least accept 
subcontracts on a global basis a much 
better and organised export drive will 
be possible. In fact, this is the way 
things have worked out to such 
astounding success in Japan. It is 
possible to undertake subcontracting 


work as suppliers of components, 
ancillaries and other parts. 

So fhr as consultancy is concerned, 
it is most gratifying to'note that our 
consultancies are earning more and 
more as the following figures will 
show: 


(Rs lakhs) 


1971- 72 84.00 

1972- 73 72.63 

1973- 74 121.28 


In the matter of turnkey projects 
India can operate either directly as 
prime or as subcontractor. It is 
gratifying to note that the Sondhi 
Committee on Engineering Exports has 
identified areas where these are possible. 
These are: 

Prime Consultants 

ACSR Conductors, including trans¬ 
mission line towers 

Blast Furnaces 

Bulk material handling/marine 
terminal handling/or handling plants 
Calcium carbide plants 
Coke oven batteries 
Construction of dams and hydro¬ 
power stations 
Construction of railways 
Electric pig iron 
Ferro alloy plants 
General purpose machine tools 
General engineering workshops 
Mini-steel plants, including rolling 
mills 

Non-ferrous rolling mills 
Sheet glass 
Steel foundries 

Thermal power plants upto 220 MW 
capacity 

Transformers and electric motors 
manufacturing plants 
Wagon building 
Wire drawings 

Sub-Contracting Assignments 

Caustic soda 
Coal washcries 
Coal and gasification 
Fertiliser 


Formed coke 

Integrated steel plants 

Low temperature carbonisation 

Refineries 

Sponge iron. 

Before, I pass on 1 will once again 
emphasise the need for a consortium of 
exports. Bidding for international 
projects requires financial strength runn¬ 
ing into several hundreds of crores, 
backed up by proportionate technical 
resources, manpower and managerial 
skills which it is just not possible 
for any single exporter to put up. 
An export house such as Mitsui of 
Japan can do this by itself because - of 
its ability to obtain subcontracts. We 
will not be able to undertake a 
multimillion dollar project which keeps 
springing up with such frequency in 
areas like the Middle East, Afrjca or 
South America for the simple reason 
that no single exporter has the man¬ 
power or the capacity for this. But, 
if the problem is approached on the 
basis of a consortium, many of the 
difficulties get solved. 

trade fairs 

Export intelligence and information 
is a highly expert activity and a great 
deal more has got to be done in this 
regard. 1 say this because, I believe, 
our exporters had lost a great deal 
because they were not fully aware of 
the Asian Development Bank’s role and 
less of its procedure in the matter of 
tenders. Nor are they familiar with 
international practices in bidding and 1 
understand that we lost bids in Egypt 
relating to a brewery for which we 
have the knowhow and the machinery. 
Again, there should be larger partici¬ 
pation in international or foreign 
national trade fairs. Thus, by 
showing interest in the fair held by 
the Trade Development Authority in 
New York and Dallas we were able to 
secure orders for goods worth S 11.4 
million and the items include transis¬ 
tors, speakers, builders hardware etc. 
Also, better commercial information 
can help to boost export of drugs and 
pharmaceuticals to the east European 
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Soviet bloc countries for which I 
believe there is considerable scope. 

Again, the west Asian scene is hum¬ 
ming with activity for mammoth ex¬ 
pansion schemes, much of which 
is within our easy reach, such 
as civil construction, agriculture, che¬ 
micals, cement, power generation etc. 
Indeed the scope for supplying techni¬ 
cal and consultancy services in Asia, 
Middle East, Africa and South America 
is really very wide, and in this con¬ 
nection perhaps we can think of pool¬ 
ing of commercial intelligence and wide 
publicity so that opportunities may 
not be missed by default. 

computerised system 

Wc may even think of computerised 
systems of intelligence under the aegis 
of bodies such as the export promo¬ 
tion councils, federation of indian 
export organisations, Indian Invest¬ 
ment Centre and so on. So far as the 
major trading partners of India are 
concerned like the United States, 
Germany, Japan, United Kingdom etc., 
I would strongly advocate the setting 
up wherever non-existent of joint 
business councils meeting periodically. 
Even though there arc official commis¬ 
sions for this purpose, at the point of 
business taking place, the meeting is 
between businessmen of the two coun¬ 
tries and hence my suggestion. 

The above suggestions are not to 
be considered in isolation but in addi¬ 
tion to the fairly well-developed bilateral 
relations during the past years. These 
are best done on the basis of joint 
commissions and mutual business 
co-operation committees. FICCI 
itself has given the lead in this regard 
by evolving joint business councils 
with Iran, Japan, South Korea and the 
United States or America. We have 
a similar reciprocity wit'i West Ger¬ 
many also. While the Joint Commis¬ 
sions are of government to govern¬ 
ment level and, therefore, purely offi¬ 
cial, the business councils are really the 
bodies that produce results. It will be 
necessary for the status of these coun¬ 
cils to be improved so that they acquire 


both Advisory and executive functions 
and thus reduce considerably the. com¬ 
munication gap which.. is inevitable at 
the level of the joint commissions... 

Often we hear the pathetic comp¬ 
laint that we barely have a * exportable 
surplus, our vast domestic market 
thus standing in the way of any need 
to seek diversion abroad. This devia¬ 
tion of attention from exports has had 
its secondary effect of producing things 
for the domestic market at any cost so 
that India today is plagued by two 
evils which are: 

(a) no desire to produce for the 
domestic market at international prices, 
and 

(b) an inertia to move into (he global 
markets since there is sufficient domes¬ 
tic offtake and, any way, the inter¬ 
national prices are lower. 

Very soon during the. long spell of 
planned economy this impasse has 
been realised. The government began 
to prop up the export front with incen¬ 
tives, introduced quality control, 
undertook reporting of foreign com¬ 
mercial intelligence and so ony* includ- 


In recent weeks much criticism' has been 
levelled against the import control system of 
the Commerce Department. Needless to Say 
that much of it has come fron? \h osp who 
have not been able to get licence* for the 
import of several good from the sterling as 
well as the dollar areas. 11 is therefore diffi¬ 
cult to arrive at a dispassionate conclusion Jby 
scanning through these accusations. It ity'iy 
be pointed out that Uic criticisms luiye been 
mainly against the administration of the 
controls rather than against this controls them¬ 
selves. It is surprising therefore that some 
responsible quarters have asked for a com¬ 
plete revocation of the controls in view of 
these difficulties. It is advocated that q. rapid 
return to normalcy should be ensured- But 
it is worthwhile bearing in mind that normalcy 
does not mean the condition* prevailing in 
the pre-uar days, least of all in the industrial 


tog removal :af ^procedural delays eta* 
Nevertheless much more needs lo he 
done Jby both government and 
industry. 

Bearing in wind, therefore, that there 
is a new pragmatism in the govern¬ 
ment's policy and the government is 
keen and so is industry on exporting 
larger quantities of goods in an effort 
to survive at the foreign exchange front, 
it is not unreasonable to expect that 
with India's technical skills, mana¬ 
gerial ability and scientific develop¬ 
ment it should be possible for her to 
keep qp the anticipated rate of growth 
in most of the sectors and also to fur¬ 
ther diversify her range of products. 
No country today can afford to sit back 
complacently, particularly on the ex¬ 
port front, and when world competi¬ 
tion Js,so keen Indian exporters and 
importers and the government will 
have to gird up their loins to see that 
they stand fairly high up in the queue 
of growth for exports. And, this is 
the only way by which this country 
will be able to pay for its imports 
which arc, in fact, the lifeline of 
industry. 


field. The war gave an opportunity to us to 
develop in several directions and a significant 
stnit has been made in the production of 
many goods so that an import policy has to 
provide the conditions for the continued 
growth of the industries started during the 
war which will be useful to a peace-time eco¬ 
nomy, and for the establishment of others 
needed in view of the desire to raise our living 
standards. 

The interim tariff enquiry instituted 
recently has been charged with the task 
of recommendations for affording protection 
to the war grown industries. A careful 
scrutiny of our import trade in the first eight 
months period of the financial year 1945-46 
would seem to suggest that imports have 
actually flowed into the country and that the 
contrdls have not been restrictive of imports 
as seems to have been widely believed. 


£a.*tetn 

£conomht 30 lfea.xi -Qqo 
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POINT OF VIEW 


Climate for bold planning ^ Sagittarius 


A nsw approach is required whsn attempting to exacute projects 
as clearances by financial advisers and physical disabilities 
may have a retarding effect and cause a shortfall in expenditure. 


THE fifth Plan has now (he prospect 
of brisker implementation and the con¬ 
sequent achievement of fairly’impressive, 
physical targets as a result of the larger 
outlay in 1975-76 and 1976-77. The 
big increase in Plan expenditure by 
Rs 1,874 crores to Rs 7,852 crores in 
the current financial year marks a step 
up of over 31.4 per cent and may indeed 
pose serious problems for many govern¬ 
ment departments for utilising alloca¬ 
tion and realising targets. A new 
approach is required when attempting 
to execute projects as clearances by 
financial adviseis and physical disabili¬ 
ties may have a retarding effect and a 
shortfall in expenditure of up to Rs 500 
crores may take place, if a central cell 
does not monitor the progress of 
various projects and quick steps are not 
taken to eliminate bottlenecks. 

liberal aid 

The climate for bold planning has 
never been so favourable as in the 
current year This is because of 
effective control of inflationary pres¬ 
sures and the availability of physical 
resources for Plan schemes in the 
required volume. Any shortage of the 
latter in particular directions can be 
overcome with imports and foreign 
exchange is no problem, thanks to 
liberal aid from the Consortium and a 
high level of foreign exchange reserves. 

The estimates of financial resources 
irom indigenous sources have also been 
framed conservatively as savings from 
current revenues are bound to be much 
larger than visualised. In spite of the 
recessionary trends in certain direction^ 


until recently, it can be expected that 
the collections thiough customs duties, 
direct taxes and excise duties will exceed 
budget estimates by Rs 500 crores not¬ 
withstanding the lowering of taxes 
under some heads. 

availability of funds 

The amounts realised through net 
borrowing in the form of open market 
loans and bonds, direct assistance 
from the Life Insurance Corporation, 
surpluses of industrial undertakings 
in public sector and collections under 
small savings campaign can be easily 
an extra Rs 500 crores making available 
to the centre and the sfhtes additionally 
Rs 1,000 crores. Even allowing for 
an increase in non-Plan expenditure, 
aggregate Plan outlay can be raised to 
Rs 8,500 crores with the content of 
deficit financing unchanged at Rs 320 
crores. What is needed in the present 
context is flexibility of approach and a 
mechanism which will facilitate the use 
of allocations effectively and the trans¬ 
fer of surpluses likely to emerge, in 
some sectors due to unexpected deve¬ 
lopments, to other sectors in need of 
additional financial aid. 

The sectoral allocations have been 
uniformly increased and there has 
been even a more than proportionate 
rise in respect of irrigation and ferti¬ 
liser projects. The provision for trans¬ 
port and communication has been 
raised by only 25 per cent, and for 
power by' 32 per cent. It is now to 
be re-examined in the light of recent 
developments how the allocations for 
irrigation and power, projects and oil 


and fertiliser schemes can be increased 
further without effecting a reduction in 
other directions. While the pace of 
construction of fertiliser units in the 
public and private sectors will have to 
be hastened and the tempo of oil ex¬ 
ploration and exploitation can be 
heightened, there is need for perspective 
planning in regard to irrigation and 
power schemes. The proposals for 
completing ongoing irrigation schemes 
and developing command areas of 
major irrigation projects arc indeed 
laudable and larger outlay in' this 
sector should be helpful in boosting 
agricultural production. But sufficient 
attention has not been paid to the 
possibility of constructing dams, canals 
and distribution systems with the help 
of different agencies. 

inhibiting factor 

Excessive preoccupation with the exe¬ 
cution on a departmental basis can have 
an inhibiting effect. With theexpertise at 
the disposal of construction engineering 
firms and ample availability of steel, 
cement and other physical resources, 
there is no reason why medium-sized 
irrigation projects cannot be construct¬ 
ed within three years and simultaneous 
work undertaken on distribution 
systems. Sufficient importance has also 
not been attached to lift irrigation 
schemes particularly in Madhya 
Pradesh, Uttar Pradesh, Bihar and 
Orissa and it is indeed disappointing to 
note that there was an increase in the 
number of energised pumpsets by only 
150,000 to 2.76 million in 1975-76. Out 
of this increase, the southern region 
alone accounted for over 80,000 units. 
The target for 1976-77 can be easily 
400,000 energised pumpsets as the 
requisite supplies of pumps and motors 
are available and it is also expected that 
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there will be an increase in power 
availability. 

The achievement on the power front 
has no doubt been more impressive 
lately and for the first time in the plann¬ 
ing era additional generating capacity of 
1720 MW was created in 1975-76 taking 
the total to 20,170 MW. But there was 
a serious shortfall as compared to the 
target of 2,600 MW of new capacity. 
It has been explained that there were 
delays in construction schedules, shor¬ 
tage of steel and cement, non-receipt of 
critical equipment, delays in boiler 
construction and so on. It is not 
clear whether there was also inade¬ 
quacy of financial resources though it is 
reported that the state electricity 
boards in Tamil Nadu and Andhra 
Pradesh had chronic financial problems. 
In Uttar Pradesh too the board’s 
finances are in bad shape. But these 
handicaps should not prevent the centre 
from providing the required additional 
resources or asking the banking system 
to segregate Rs 200 or 300 crores for 
Plan purposes out of its increasing 
deposits, and being given as loans 
instead of as subscriptions to bonds. 

new technique 

The Planning Commission is in a 
position to evolve new techniques and 
lay down conditions for servicing new 
projects. The expenditure on energisa¬ 
tion of pump sets, construction of irri¬ 
gation projects, creation of generating 
capacity and augmentation of trans¬ 
port facilities will be worthwhile. It 
should not be overlooked that the 
target of 2598.2 MW for 1976-77 will be 
fheilitated by the completion of spill¬ 
over schemes for 800 MW from 1975-76 
and the capacity created freshly in the 
current year will be only 1800 MW. 
The heavy electrical units in the public 
sector have a capacity of producing as 
much as 3800 MW while the under¬ 
takings in the private sector can provide 
the required quantities of transmission 
towers, cables, transformers, switch- 
gears etc. Why should not therefore be 
bolder planning on the power front? 


No attempt has also been made to 
eliminate unevenness in power consum¬ 
ption in different regions, Tamil Nadu, 
Maharashtra and West Bengal between 
them account for over 30 per cent 
of the all-India generating capacity, 
with a population of not more thim 130 
million. If there has to be a levelling 
up of per capita consumption of electri¬ 
city, aggregate generating capacity, 
based on the standards of the three 
regions referred to above, will have to 
be 35,000 MW. It will of course be 
difficult to build up industrial loads in 
a short period though the development 
of power intensive industries as is now 
happening in Rajasthan, Madhya 
Pradesh and Karnataka may result in 
larger blocks of power being easily 
absorbed. 

It will, therefore, be necessary to pay 
special attention to the requirements of 
these regions, besides encouraging the 


consumption of electricity for agricul¬ 
tural purposes as is now being done in 
Tamil Nadu, Karnataka and Andhra 
Pradesh. Uttar Pradesh and Bihar have 
need for a larger number of energised 
pumpsets besides ampler availability of 
electricity for new industrial units. A 
perspective approach is, therefore, 
necessary for power planning and the 
newly-created central agencies should 
not hesitate to take up special responsi¬ 
bilities if the state electricity boards 
concerned do not live up to the expec¬ 
tations. With the greater emphasis on 
the implementation of schemes relating 
to the agricultural, irrigation and power 
sector, the process of planning can be 
quickened besides being at the same 
time non-infiationary. The financial 
target for 1977-78 can then be easily 
Rs 11,000 crores! The new challenges 
should be met as the prerequisites for 
bolder planning exist. 
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POINT OF VIEW 


Effects of land reform D. V. Kasar A Dr T.K.T. Acharya 

on mode of agriculture 


Uncertainty of tenure cauaes the tenante not to make any 
permanent Improvements which could Increase production on 
the farms In the long run. 


ir can be theoretically argued that the 
lands operated by owners tend to be 
cultivated more intensively than those 
operated by crop share tenants. Owner 
cultivation of land will add labour 
and capital to land as long as the 
additional returns exceed the additional 
costs, but share tenants add labour 
and capital only up to a point where 
additional cost equals the tenants’ 
share of the additional produce. 
Again uncertainty of tenure causes the 
tenants not to make any permanent 
improvements such as digging of wells, 
farm buildings, levelling or soil con¬ 
servative practices which help to 
increase production on the farm in the 
long run. This can be well evidenced 
if one reviews the findings of the land 
reform studies conducted in the past. 

durable investment 

Dandekar and Khudanpur 1 in their 
enquiry observed that the durable 
investment expenditure like digging of 
irrigation wells were relatively far 
lower on tenant operated farms than 
on owner operated farms. Desai* 
reported that only 22 per cent of the 
part tenants effected improvements on 
leased lands in Gujarat. In a study 
conducted by George 9 in Andhra 
Pradesh, it was observed that “the new 
owners did better than the protected 
tenants”. He concluded that “given the 
security of occupancy and the protec¬ 
tion from the state with necessary aid, 
the independent farmer is bound to 
give a progressively better performance 
of his labour skill and enerprise.” Jha 
and Salunke 4 on the . basis of their 
survey in Bihar observed that “share 
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croppers did not invest anything on 
any improvement item in land. Other 
tenure groups have invested substan¬ 
tially in buying and reclaiming the 
land”. This means that the system of 
land tenure prevalent in an area has 
considerable influence on the volume 
and pattern of capital formation. 

landowners' investment 

Similarly, Chauhan and Agarwal 5 
studied the pattern of investment in 
Sri Ganganagcr district of Rajasthan. 
They concluded that land owners have 
invested largely in irrigation, farm 
machinery and equipments and land 
improvement for increasing agricultu¬ 
ral production while share croppers 
have invested mosty on milch cattle 
All this leads us to conclude that in the 
case of farmers who have no secured 
rights in land, there has been little 
investment in the farm so as to en¬ 
hance the productive capacity in agri¬ 
culture. This also implies that the 
prevalence of a large number of tenants 
at will in any agrarian system tends to 
depress the level of agricultural pro¬ 
duction. 

It is against this background of 
thinking that legislative measures were 
taken by the Bombay state government 
in post-independence period, aimed at 
the regulation of tenancy and as far as 
possible establishing direct relationship 
between the state and the cultivator. 
The Amendment (“Land to the Tiller”) 
to the Bombay Tenancy and Agricul¬ 
tural Lands Act made in 1955 was a 
comprehensive piece of legislation, 
brought into force from August 1, 
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1956 and, subsequently, its implemen¬ 
tation from April 1, 1957 sought to 
abolish tenancy cultivation in Bombay 
state with minor exceptions. On the 
Tillers’ Day i.e. April l, 1957, every 
tenant was legally enlitleJ to purchase 
the land held by him as a tenant, sub¬ 
ject to the condition that he cultivated 
the land personally and his total hold¬ 
ing did not exceed the ceiling limit. 

An attempt was made to examine 
the effects of ownership rights of the 
leased-in land that might be conferred 
on tenants on the cultivation practices^ 
by way of a case study of a single 
village, ft was hypothesised that the 
conferment of ownership rights on ten¬ 
ants might have resulted in bringing 
about changes in the farm manage¬ 
ment practices on the leased-in land. 

effects of transfer 

The effects of the transfer of 
ownership rights to the tenants 
would broadly be visualised by the 
changes in cultivation practices and the 
basic investments they have made in 
increasing the output from old leased- 
in land. Of course, one cannot claim 
all these changes to the effects of 
ownership rights as the developing 
agricultural technology would also have 
a share. So the effects are broadly 
viewed in terms of the basic improve¬ 
ments that the tenants have made 
after getting the ownership rights of 
leased-in land. This could have been 
tested by analysing the situation of 
agriculture in respect of land utiliza¬ 
tion, cropping pattern and permanent 
improvements on land — on the 
leased-in land before Tillers’ Day and,, 
after transfer of ownership rights of 
the same land to tenants with due 
consideration to the passage of time. 
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In view of this, one village viz, 
Xalas from Indapur block of Poona 
district was selected for the study. The 
village is characterised by dry land 
agriculture. Of the total 124 tenants 
in the village 34 tenants (27.42 per cent) 
covering nineteen per cent of the 
leased-in land got benefited by the 
provisions of the act. The information 
in respect of the leased-in holdings, 
which have been passed on to tenants 
after Tillers’ Day, for the year 1956-57 
about the land use and cropping 
pattern was obtained from the revenue 
records maintained at the village level 
while the information regarding the 
permanent improvements that the 
beneficiaries had made on the leased- 
in lands after the transfer of occupancy 
rights and the cropping pattern and 
land use for the year 1968-69 was ob¬ 
tained by personal interview method. 
The data so obtained were analysed to 
arrive at certain inferences. 

increased cropped area 

It was observed from the study that 
the beneficiaries had increased the 
gross cropped area of the purchased 
land by eight per cent by bringing the 
grazing and stony land under plough. 
The area under irrigation was also 
increased by nine per cent. However, 
the rainfed area remained more or 
less the same. Regarding the cropping 
pattern, no significant changes were 
observed as the area under dry crops 
remained the same while little increase 
in the irrigated area under rabi, jowar 
was noted. The change in cropping 
pattern was confined to 23.5 per cent 
of the beneficiaries who sunk new 
wells on their newly acquired lands. 
These farmers have changed their old 
cropping pattern by substituting irri¬ 
gated crops viz., rabi jowar, cotton and 
sugarcane for dry crops such as jowar, 
bajra and pulses. 

The study also revealed that 47 per 
cent of the sample farmers had made 
some permanent and/or temporary 
improvements on the purchased land 
by way of digging new wells, repairing 


old wells, reclaiming land for cultiva¬ 
tion and adopting soil conservation 
practices. The remaining farmers did 
not invest as they had no surety of get¬ 
ting the water on the purchased lands. 
The cultivation practices of these farm¬ 
ers, therefore, did not show any marked 
change. However, they were following 
the tillage operations regularly. On the 
whole, the effects of tenancy abolition 
in terms of changes in farm management 
practices were not so thorouh going. 
This was mainly due to the lack of 
suitable infrastructure especially the 
irrigation water and financial facilities 
to the farmers in the area of study. 

considerable influence 

The study, therefore, concluded 
that the transfer of the ownership 
rights in land to the cultivating classes 
alone does not help to bring about 
substantial changes in agriculture. 
However, it must be conceded that the 
ownership rights in land have a consi¬ 
derable influence in making the perma¬ 
nent improvements on land for greater 
agricultural production. It is, there¬ 
fore, essential that the land reform 
measures aimed at the redistribution of 
occupancy rights in land are also 
accompanied by necessary aid in 
terms of agricultural inputs such as 
irrigation facilities, modern technical 
know-how and finance. 

Incidentally, the 1972 bill amending 
the Agricultural Land Ceiling Act of 
1961 in Maharashtra had received the 
assent of the President and had been 
brought into force from September 
19, 1975. Due to implementation of 
this amendment, 150,000 hectares of 
land arc expected to become available 
for distribution among the landless 
agricultural labourers and the members 
of scheduled castes and tribes. It has 
been planned by the Maharashtra 
government that the surplus land 
which would be available through the 
implementation of the amendment will 
be distributed to weaker sections of 
society on or before June 30, 1976. 
The cultivation of the land made 


available to the landless persons would 
certainly depend on the provision of 
other perquisites such as irrigation, 
seed, fertilisers along with the latest 
scientific knowledge and credit facili¬ 
ties through nationalised banks. I& 
the absence of the above facilities, 
the beneficiaries of land reform 1 
legislation would not be able to obtain, 
the optimum combination of tho 
factors of production to obtain maxi¬ 
mum possible output from a unit 
of cultivation. The unit of cultivation 
will suffer due to defective and 
unbalanced combination of the inputs 
and will not produce enough to esta¬ 
blish the economic roots of these 
people on a sound footing. 

It is, therefore, suggested that the 
transfer of a piece of land to the land¬ 
less labour should be supplemented 
by the provision of necessary agricul¬ 
tural inputs such as irrigation, farm 
power, seed, fertiliser and the finance 
at subsidised rates through govern¬ 
ment or cooperative organisations 
established in the rural areas so that 
he will take initiative in tilling the 
land intensively. This will help in. 
achieving the desired results. 
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WINDOW ON THE WORLD 

Economic and social 

Robin Broadflold 4 cost of inflation 


Taking a hard look at the Inflationary spiral in the United 

States and the United Kingdom for 1965 to 1975, the authors report : 

* Periodic attempts to stem the upward trends 
of Inflation by measures which resulted In 
higher unemployment were a conspicus failure. 

* Despite bigger money wage increases, accelerating inflation 

and higher tax payments have caused average take home pay to fall. 

* Inflation has also increased the costs of social security 
and threatened the real value of benefits. 


Inflation in recent Years has become 
one of the most critical problems 
facing the western industrialised 
world. In most of the industrialised 
market economies prices rose at annual 
rates of between three and five per 
cent during the early 1960s. From 
about 1967 onwards, hqwever, 
inflation in many of these countries 
began to accelerate rapidly to reach— 
by late 1974 and early 1975—double 
digit propoitions. Among the larger 
industrialised nations, Japan, Italy and 
the United Kingdom experienced 
inflation rales in excess of 20 per cent 
per year. 

The current recession, the most 
severe of a number of cyclical down¬ 
turns to occur in the post-war period, 
has helped somewhat to reduce these 

’'‘See “Inflation in the United Stales, 1959*74: 
Its impact on Employment, Incomes and 
Industrial Relations'* by David H. Freedman, 
International Labour Review, Vol. 112, Nos. 
2-3, August-Scptcmbcr 1975; and “Inflation 
in the United Kingdom 1964-74: Its Effects 
on Employment, Incomes and Industrial 
Relations” by Robin Broadfield, International 
Labour Review, Vol. 112, No. 5, November 
1975. 


high rates of inflation, but at the cost 
of the highest unemployment levels of 
the last 40 Years and sharp declines 
in real income. 

The fear of inflation stems primarily 
from concern over its potential or 
actual impact on economic and social 
progress. Accelerating inflation dis¬ 
rupts commercial activity through the 
element of uncertainty it introduces 
into the market mechanism, and it 
distorts savings and investment deci¬ 
sions. 

If inflationary pressures increase, 
government may be forced to adopt sub- 
optimal economic growth strategies in 
order to restrain them. Inflation also may 
have considerable income redistribution 
effects, causing society-wide stresses and 
strains. 

In order to increase understanding 
of the economic and social costs of 
inflation, the 1LO has undertaken 
research which included case studies of 
the recent experience of the United 
States and the United Kingdom 1 *'. 

The impact on employment of infla¬ 
tion and of policies to combat inflation 


was a major area of emphasis of the 
research. An examination of the 
relevant data (sec Table I) indicated 
clearly a concurrent upward trend of 
both inflation and unemployment over 
the period. The rising levels of 
unemployment resulted to a largo extent 
from relatively slow rates of growth 
in real national product, particularly in 
the United Kingdom. 

Very much influenced by traditional 
theories of the causes of inflation, 
which suggest that inflation can be 
reduced by cutting demand for goods 
and services, both the US and the 
UK governments periodically restrained 
domestic demand in an effort to contain 
inflationary pressures, thereby con¬ 
tributing to increases in the level of 
unemployment. 

If one policy lesson is clear from the 
ILO findings it is that increases in 
unemployment, far from reducing the 
level of inflation, have in recent years 
been accompanied by an increase in the 
rate of inflation. 

workers’ earnings 

In the United States between 1965 
and 1972 the average annual increase 
in compensation per man-hour at 
current dollars for the manufacturing 
sector was 6.2 per cent. This compared 
with an average annual rate of increase 
of 3.7 per cent during the 1959-65 
period. However, when measured in 
constant dollars, the average rate of 
increase declined ftom 2.3 per cent 
(1959-65) to 2.0 per cent (1965-72). 

This suggests that unless one takes 
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account of the rise in prices, the 
nominal increase in earnings can be 
misleading. In fact, in the United 
Kingdom, throughout the 1965*74 
period, the average weekly earnings of 
manual workers increased more rapidly 
than prices, on an annual basis. Non* 
manual workers’ real earnings rose, on 
the whole, more slowly than manual 
worker's (see Table II). The rate of 
increase was only 0.7 per cent in 
1973, and for 1974, real earnings 
actually declined by 3.4 per cent. 
For both groups, real earnings showed 
considerable year to year variation. 

Although, relatively speaking, infla* 
tion was more moderate in the United 
States than in the United Kingdom 
during the years 1965-74, rates of 
increase in real earnings in the former 
were lower still. When, for instance, 
average hourly earnings in manufactur¬ 
ing were adjusted for changes in the 
consumer price index, growth in real 
earnings was shown to be less than 1.0 
per cent or even negative for each of 
four years—1969, 1970, 1973 and 
1974—in which the consumer price 
index exceeded five per cent. 

When account is taken of workers' 
tax and social security contributions, 
the increases in take-home pay were 


found to be still smaller than the 
increases in real earnings. 

In the United Kingdom, rising 
money wages brought more and more 
workers into the tax net and raised the 
proportion of income being taxed of 
those already in it. Between 1965 and 
1974, the average rate of increase of 
real net earnings of male employees in 
the United Kingdom was under 1.3 
per cent per annum. Between 1966 
and 1969 there was no improvement 


at all. The’resultant frustration may 
have contributed at least in part to 
the pay explosion which followed. 
Average real net earnings rose again 
in the period 1970 to 1973 before 
falling approximately 3.7 per cent in 
1974. 

In the United States there is simi¬ 
larly no automatic adjustment of tax 
schedules to compensate for the effects 
of inflation. However ad hoc down¬ 
ward adjustments in tax rate schedules 


Tablb I 

Inflation, Unemployment* and Growth in the UK and USA: 1965*74 

(percentage changes at annual rates) 


Year 


United States 


United Kingdom 

Consumer 

price 

increase 

Unemploy¬ 
ment rate 

Real GNP 
increase 

Retail 

price 

increase 

Unemploy¬ 
ment rate 

Real GDP 
increase 

1965 

1.7 

4.5 

6.3 

4.5 

1.4 

2.9 

1966 

2.9 

3.8 

6.5 

3.9 

1.4 

1.7 

1967 

2.9 

3.8 

2.6 

2.5 

2.2 

1.8 

1968 

4.2 

3.6 

4.7 

4.7 

2.4 

3.5 

1969 

5.4 

3.5 

2.7 

5-4 

2.4 

2.1 

1970 

5.9 

4.9 

—0.5 

6.4 

2.5 

J.9 

1971 

4.3 

5.9 

2.7 

9.4 

3.4 

1.3 

1972 

3.3 

5.6 

6.4 

7.1 

3.8 

2.4 

1973 

6.2 

4.9 

5.9 

9.2 

2.6 

5.6 

1974 

11.0 

5.6 

—2.1 

16.1 

2.6 

—0.2 


*Due to the use of different measurement methods, the UK. and the US un¬ 
employment rates are not directly comparable. 


Table n 

Percentage Changes In Average Earnings at Current and Constant Prices: 1965-74 


Year 


United States 



United Kingdom 


Private non¬ 
farm earnings 

Manufacturing 

earnings 

Manual workers’ 
earnings 

Non-manual 
workers* earnings 

Current 

prices 

Constant 

prices 

Current 

prices 

Constant 

prices 

Current 

prices 

Constant 

prices 

Current 

prices 

Constant 

prices 

1965 

3.8 

2.0 

3.2 

1.5 

8.5 

3.7 

8.6 

3.8 

1966 

4.5 

1.5 

4.2 

1.4 

4.2 

0.4 

4.4 

0.6 

1967 

4.7 

1.9 

4.0 

1.1 

5.6 

3.6 

4.5 

2.5 

1968 

6.3 

2.2 

6.4 

2.1 

7.8 

2.2 

6.4 

0.8 

1969 

6.7 

1.1 

6.0 

0.7 

8.1 

2.7 

7.9 

2.5 

1970 

5.9 

0 

5.3 

—0.7 

13.5 

6.1 

13.3 

5.9 

1971 

6.8 

2.5 

6.2 

1.7 

11.1 

1.7 

12.4 

3.0 

1972 

6.7 

3.2 

6.7 

3.4 

15.7 

7.8 

11.6 

3.7 

1973 

6.8 

0.7 

6.8 

0.7 

15.1 

5.2 

10.6 

0.7 

1974 

7.7 

—3.1 

8.1 

—2.6 

20.6 

3.5 

13.7 

—3.4 
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between 1965 end 1972 largely offset 
the shifts to higher tax brackets result¬ 
ing from rising incomes. Moreover, 
a $23, tOO million federal tax cut in 
March 1975 was influenced by the 
steep erosion in real net earnings 
throughout 1974, illustrated bythe six 
per cent decline in after-tax real 
weekly earnings of an average worker 
with three dependants between Novem¬ 
ber 1973 and November 1974. 

An assessment of the impact of 
taxation in a period of rapid inflation, 
however, cannot be made by consider¬ 
ing federal taxes alone. In the United 
States, for instance, state and local 
governments, confronted by escalating 
costs and increased demands for ser¬ 
vices, enacted new taxes and raised the 
rates of old taxes. 

General sales taxes, particularly 
when applied without exemptions for 
food and certain other basic needs, 
and proportional or nominally progres¬ 
sive levies on state and municipal 


income or wage earnings tend to hit 
low and lower-middle income wage 
earners particularly hard. 

Furthermore, continual resort to 
higher property taxes, the financial 
backbone of almost all local govern¬ 
ment tax systems, has added to the 
fiscal burden of the middle and lower- 
middle income home owners who have 
not joined the exodus from the cities. 

Inflation additionally has posed 
problems for the operation of national 
social security systems, while private 
pension schemes have been affected to 
an even greater extent. Even if there 
existed full indexation, inflation would 
erode the real value of benefits between 
periods of adjustment, the size of 
loss being determined by the amount 
of inflation and the time elapsed bet¬ 
ween adjustments. Yet indexation 
is soldom complete. 

At the same time, inflation and the 
increasing proportion of retired persons 
in the total population are major 


factors contributing to an escalation 
of the costs of financing social security 
benefits for the aged. In the United 
States, from 1937 to 1950 the social 
security tax rate paid by both employer 
and employee was one per cent of the 
worker’s earnings up to 13,000. As of 
January 1976 the tax rate was 5.85 per 
cent of earnings up to $15,300. Never¬ 
theless, social security outlays now 
are greater than the revenue taken in 
through payroll deductions, presenting 
a considerable long-range financing 
problem. 

Thus as the experience of the United 
States and the United Kingdom clearly 
demonstrates, there are many serious 
economic and social costs associated 
with recent inflation. The evidence 
suggests that a return to relative price 
stability in the western industrialised 
world is necessary to the efforts to 
steer a course back to the path of 
sustained income growth and high 
levels of employment. 


Industrial democracy 


N. K. Barooah 


in West Germany 


There is no doubt that the industrial peace that the Federal Republic 
of West Germany enjoys is largely due to the controlled behaviour of 
the trade unions and the success of co-determination. 


In March 1976 the West German 
federal parliament passed the bill on 
Mitbestimmung (co-determination), the 
legal framework for the conduct of 
industrial relations in West Germany. 
This was the subject which long troubl¬ 
ed the relations between the ruling 
coalition partners, the Social Demo¬ 
crats (SPD) and the liberal Free 
Democrats (FDP), until they finally 
agreed upon a compromise last 
December. The problem was how to 
expand the existing system of co-deter¬ 
mination with due regard both to the 
demand of the trade unions for workers’ 


participation in industrial management 
on parity basis, and the insistence of the 
employers on preserving their final 
control over what they consider their 
property. 

Although the new law which will 
come into effect on July 1 this year, 
has not completely satisfied the Federa¬ 
tion of West German Trade Unions 
(DGB) or their advocates in the SPD, 
it goes a long way in fulfilling a nearly 
twentyfive year old demand of the DGB. 
The earlier achievements in the field of 
co-determination in West Germany— 
which are also the principal achieve¬ 


ments hitherto—date back to the earliest 
period in the life of the federal 
republic. 

Workers’ participation in West 
German private industries operates at 
two levels—on the shop floor and on 
managerial boards. The Works Consti¬ 
tution Act of 1952 (later replaced by 
that of 1972) revived the old tradition 
of industrial democracy in Germany in 
the Weimar Republic by bringing into 
action an elected works council in 
every industrial establishment employ¬ 
ing more than five persons. This 
council is not a joint body but consists 
entirely of workers. Its members are 
elected in a secret ballot by all 
employees of the enterprise for three 
years. Its size varies according to the 
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size of the plant: it may consist of just 
one member representing five to 20 
workers or may have thirtyfive or 
more, representing more than 9,000 
workers. Companies with several divi¬ 
sions and joint companies must have 
a combined central works council. The 
young employees under 18 years of 
age have a representative of their 
own. 

Besides the right of consultation 
with the employers on matters of 
general interest, the works council 
enjoys certain defined rights of co-deter¬ 
mination and consultation in social, 
personnel and economic spheres. In 
the social sphere it has a parity with 
the management in deciding matters 
like hours of work, work-breaks, time 
and method of payment, holidays and 
internal welfare arrangements. In the 
personnel sphere the management can¬ 
not act alone. Appointment, dismissal, 
promotion, allocation of work, transfer 
and regrouping all need advance con¬ 
sent of the works council. 

joint committees 

In regard to economic matters, in 
the enterprises having more than a 
hundred workers the law provides for 
the setting of a joint ‘economic com¬ 
mittee’ composed of between four and 
eight member, one half supplied by the 
workers and the other by the employer. 
This committee is entitled to informa¬ 
tion on all important matters such as 
manufacturing methods, automation, 
production programme and the finan¬ 
cial standing of the enterprise. Shut¬ 
downs, staff cuts, reduction and altera¬ 
tions in the scale of production require 
advance consent of the works council. 

In the case of major redundancies, the 
employer is bound to net out a ‘social 
plan’ in conjunction with the works 
council to rehabilitate and protect the 
affected workers. If there is a deadlock 
between employer and the works 
council on matters where the works 
council is entitled to co-detcrmination, 
either side .can bring the matter before 
a joi.'.t arbitration. Where statutory 


rights arc involved the final decision 
lies with the labour court. 

To make themselves independent 
and efficient, the members of the works 
council enjoy special protection and a 
number of privileges, ranging from 
complete freedom from production 
work throughout the period of council 
membership to periodic long leave to 
attend courses of further education 
and training. The employer has to 
provide all the facilities and bear all 
the costs relating to the works 
council. 


democratic role 

Co-determination is the outcome of 
the combined efforts on the part of the 
Allies, the unions, and the German 
political leaders immediately after the 
war, to prevent the German indus¬ 
trialists from playing again in the 
future their inglorious and undemo¬ 
cratic role. The unions than were 
particularly concerned about the great 
concentration of German heavy indus¬ 
try in a few hands and especially in 
the Ruhr. It is, therefore, no wonder 
that the unions acquired the highest 
form of co-determination in coal and 
iron and steel industries at the very 
start of their agitation for sharing 
power in management in 1951. The Co¬ 
determination Act of 1951 gave equal 
representation to the workers and 
shareholders on the supervisory board 
of every joint stock and limited com¬ 
panies in coal and steel. 

Unlike the single-board Anglo- 
American system, German companies 
have two boards: The supervisory 
board (Aufsichtsrat) and the executive 
board (Vorstand ). The supervisory 
board which meets only four or live 
times a year, appoints the executive 
board (composed of people not belong¬ 
ing to it), scrutinises the annual 
accounts of the company and is res¬ 
ponsible for all major policy deci¬ 
sions, such as mergers, takeovers or 
vital labour organisation schemes. The 
executive board conducts the day-to- 
day management of the company. 


All supervisory boards contain an 
uneven number of members: eleven, 
fifteen, or twentyone. Thus, on a 
supervisory board of eleven members, 
five are appointed by the shareholders 
and five by the workers. The eleventh 
member—known as the* neutral man’— 
is co-opted by the two sides of the 
supervisory board. He represents the 
public interest and has a casting 
vote in the event of a deadlock. In 
the coal and steel industries the wor¬ 
kers arc also represented on the execu¬ 
tive board by an elected ‘labour direc¬ 
tor’. He is usually entrusted with wages, 
personnel and welfare questions. 

In other joint stock and limited 
companies outside coal and steel hav¬ 
ing more than 500 workers, the existing 
system of co-determination provides 
only one-third share to the workers 
on the supervisory board. This has 
been the greatest snag in the effective 
participation of labour in management 
and the unions have been asking for 
the extension of the coal-steel model to 
all other big industries. However, the 
unions have their critics and more so 
in the liberal Free Democratic Party, 
the partner in the government. The 
critics argue that, pushed to its logical 
conclusion, co-determination would 
petrify the structure of industry and 
could end in elimination of free enter¬ 
prise which brought the German eco¬ 
nomic ‘miracle’. 

below expectation 

It is this argument which the 
SPD had to encounter while plead¬ 
ing the case of the unions. More¬ 
over, they had to be extra-oautious 
not to offend their coalition partners 
on the eve of the coming federal elec¬ 
tion in October. As a result, the new 
measure on co-determination, although 
an advancement in some ways, falls 
much short of DGB’s expectations. 

The new measure, which comes into 
operation on July 1, 1976, provides 
equal numbers of seats to the share¬ 
holders and the entire employees on 
the supervisory board of every company 
with 2,000 employees or more. Thus by 
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mid-1978,650 West German companies 
will be jointly governed by capital and 
labour. The supervisory board will be 
made up of 10 representatives from 
the shareholders and 10 from the em¬ 
ployees. In addition to whatever trade 
union members from the work force of 
the company get into the supervisory 
board, the DGB will have the right to 
nominate three of the labour representa¬ 
tives of the supervisory board who 
need not be employees of the company 
concerned. A 'labour director’ in the 
executive board, similar to one in coal 
and steel industries is also provided for. 

Two provisisons in the new measure 
have, however, failed to satisfy the 


unions. First, it gives the edge to the 
shareholders’ side on the supervisory 
board in the event of an' irreconcilable 
deadlock. For in such an event, the 
board chairman, who is generally 
appointed by the shareholders, has a 
casting vote. Second, it makes the 
senior executives a separate group 
within the work force and provides 
them with the right to nominate two 
candidates to the supervisory board. 
The trade union leaders argue that the 
senior executives would always take 
the side of the employer in case of 
conflict between labour and capital. 

Showing their dissatisfaction with 
the new measure the DGB has already 


made it known that the unions demand 
for the extension of the coal-steel 
model of co-determination to other 
industries would continue. In this 
endeavour the union leaders would 
undoubtedly prefer the path of 
negotiations only, for it is not a ques¬ 
tion of securing good wages or condi¬ 
tions of work, which the German 
workers already have, but of sharing 
power with capital in partnership. 
Meanwhile’ there is no doubt that the 
industrial peace that the Federal 
Republic enjoys is largely due to the 
controlled behaviour of the trade 
unions and the success of co-deter¬ 
mination. 


"Home of Man” 


Geoffrey Lean 


Will we be able to feed the four billion people of the human 
family—and six or seven billion expected by the turn of the 
millenium ? These and other questions were discussed at the 
Habitat Conference on Human Settlements held in Vancouver, 
Canada, from May 31 to June 11, 1976. 


Man is carving out his very destiny on 
the face of the earth. And just as a 
palmist hopes to read the future in the 
lines of a hand, so we can expect to see 
the future of our civilisation in the 
pattern we are etching on the planet. 

For as each of us settles and puts 
down roots, as we tilt the ground and 
build our shelter, as we throw up cities, 
choose our transport, and set about 
acquiring goods, we arc helping to 
determine the outcome of most of the 
great questions of our time. 

Will we manage to feed the four 
billion people of the human family— 
and the six to seven billion expected 
by the turn of the millenium ? Can we 
provide them with energy, shelter, 
education, health care and work? 

Or will we see our civilisation collapse 
in the failure to carry out these tasks; 
in the social disorder rising from gross 
inequalities between rich and poor; in 


the chaos of a world where many 
nations and some terrorist groups are 
armed with nuclear weapons provided 
by the peaceful expansion of atomic 
energy; under constraints imposed by 
the pollution and resource depletion 
brought on by greed and waste? 

These questions were discussed at the 
Habitat Conference held in Vancouver, 
Canada, from May 31 to June 11, 1976. 
Almost every nation of the world was 
represented at HABITAT, the United 
Nations Conference on Human Settle¬ 
ments. Its job was to look at the whole 
man-made environment—the pattern 
settlements are etching on the earth— 
and to begin to work out how it can 
best be arranged to solve the problems 
ahead. 

That in itself is a hard enough task 
in a world which is already in crisis and 
which is expecting its population to 
double in 35 years. It is made doubly 


difficult by the fact that the pattern of 

settlements is in the middle of its most 

fundamental change in history. 

« 

Throughout the centuries man has 
overwhelmingly lived in the country¬ 
side. Even in 1900—after the great 
European industrial revolutions—only 
2S0 million people, 15 per cent of a 
population of 1650 million, lived in 
urban areas. As recently as 1960 the 
urban population was only a third of 
mankind. But by the end of the 
century it will have jumped to more 
than three billion people, half or more 
of the citizens of the globe and as many 
people as drew breath on the entire 
planet only 16 years ago. 

The scale of what is happening, says 
a recently published book, can only be 
compared with the movements of the 
continents at the dawn of time—like 
“the Indian subcontinent detaching 
itself from Antarctica and sweeping 
across the Indian Ocean to its violent 
collision with Asia's land mass along 
the Himalayas." 

It goes on: “We are in the full tide 
of this great sweep. Its final conse¬ 
quences lie ahead. But already the 
ground shakes. We should hear, if we 
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were listening, the mutter of the 
approaching storm”. 

The book, by any measurement one 
of the most important of the decade, 
will have been studied by the delegates 
who met in Vancouver. Titled “Home 
of Man”, it was commissioned by the 
Canadian government, the hosts to the 
conference, precisely to concentrate the 
nations' minds on the problems and on 
their possible solutions. It constitutes 
the unofficial report to the conference. 

catalytic role 

Its author, Barbara Ward, is not only 
one of the world's foremost authorities 
on the issues. She has played a catalytic 
role in the whole international rc-cxa- 
mination of the human predicament 
over the last years. With Rene Dubos 
she wrote “Only One Earth’’, the un¬ 
official report for the Stockholm Con¬ 
ference on the Human Environment. 
She was at the forefront of preparations 
for the Rome Food Conference, and has 
been at the centre of the efforts to work 
out a new, and more just international 
economic order between rich and poor 
nations. 

The book did nothing to minimise 
the immensity of the problems on the 
conference table at Vancouver. There 
is the alienation, congestion, pollution, 
inflation and even bankruptcy building 
up in the cities of the rich world. Amid 
all the affluence are pockets —and 
ghettoes—of deep poverty and depriva¬ 
tion. 

Far worse are the problems of cities 
in developing countries. One third of 
the citizens already live in appalling 
shantytowns and these are doubling in 
size every four and a half years. They 
are not only swelled by population 
growth, but by the greatest migration 
in history—a ceaseless tide of people 
leaving the neglected countryside. And 
by their very departure, the countryside 
which is supposed to provide food is 
left more destitute still. 

And enormous proportions of the 
people in the shantytowns are unem¬ 


ployed or underemployed. Half of 
all the cities in poor countries have 
no regular water supply; More have 
no sanitation system. Eighty per cent 
of the families of Calcutta have to 
live in only one room, and that does 
not count the thousands who have only 
the streets. World-wide we need to 
build 47 million houses a year to keep 
up growing numbers and repair the 
worst evils of the past. 

But this is a hopeful book and- 
better still—a practical one. It shows 
that the problems can be solved and 
that a constructive pattern of settle¬ 
ments can be evolved. And it goes 
into detail about how these jobs 
could be done. The book is packed 
with proposals; from how to cope 
with land speculation to how to ensure 
the building of enough low-cost hous¬ 
ing; from how to save energy in the 
rich world to how to exploit local 
sources in the poor world; from how 
best to create a sense of community 
in rich cities to how to provide clean 
water, sanitation and the health and 
education that really benefits the people 
in poor ones. 

constructive suggestions 

There are also constructive and 
documented suggestions for effective 
public transport systems; workable 
structures of city governments; distri¬ 
bution of cities and regional develop¬ 
ment; siting industry and jobs so they 
best help the people; getting the best 
results by involving people in decisions 
about their future; fighting pollution, 
and blight; and many others. Since 
Barbara Ward largely reserved judge¬ 
ment on nuclear power in “Only One 
Earth”, it is particularly significant 
that she now calls for it to be phased 
out as a source of energy. 

Above all the book deals with how 
to organise settlements and economies 
to grow the food that is desperately 
needed, create jobs and end appalling 
poverty. The strategies are based on 
two complementary principles; the 
absolute priority of looking after the 


needs of the poorest, and the over-riding 
importance of recognising the immense 
potential of the poor people then*" 
selves. 

She writes: “If societies could 
find some way of seeing these millions 
as a prime source for the 'energy, 
dedication, intelligence and work 
needed to build the new settlements 
it will be discovered that prodigies can 
be performed”. 

Given a chance, the small farmers 
of the poor world can produce twice 
as much food per acre as sophisticated 
modem farms. Given a chance, the 
people of the shantytowns have shown 
a remarkable ability both to build 
and improve their own houses and 
communities, and to find jobs and 
create businesses. 

Giving the people a chance means, 
among other things, land reform and 
roads to market for farmers; labour 
intensive and local industries for 
others; clean water, education, health 
care, credit and encouragement for 
both. If governments can devote 
their limited resources to such priorities 
as these, says Barbara Ward, they will 
both eliminate poverty and build their 
nations. Jt would both slow the trek 
to the cities and make the cities 
workable. 

In the final analysis, solving the 
problems on a willingness of govern¬ 
ments to share what they have equita¬ 
bly, and a willingness of rich countries 
accept a New Economic Order. 

change of attitude 

More even than money, the new 
world needs a fundamental change of 
attitude if it is to be born. Barbara 
Ward shows that the modern facts of 
life and the wisdom of the saints and 
sages unite to show us how we will 
have to live. As she has written else¬ 
where: “From the beginning of time 
people have heard the ‘still, small 
voice’ of obligation and brotherhood. 
When they have listened, society has 
worked. When they have refused to 
listen, society has broken up”. 
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A Sophisticate range of checks 
and stripes to satisfy a man's 
urge for elegance and to buck up 
his confidence in himself. Th# 
personality-plus Suiting for hgk 
power fashion. 


mm 


atiw 



A whole new breed of Suiting In 
men's wear which has hit today's 
fashion Jackpot. The Fabric spe¬ 
cially. crested for fashion revo¬ 
lution. Get ready for the winning 
strike in Thoroughbred range. 


lERENE 


A new range of terons wool Suiting that reflects 
today's fast changing accelerated life style. Wool 
to give warmth and terena the stability. It's 
blended by those who believe in giving you wbM 
you want ip quality eng value. 


These outstanding Brands m Suitings are now 
available with KD permanent luaiis finish w 
147/162 one width* 


SET 


SUITING 



of the people 
for the people 


THE GWALIOR RAYON SILK MRS. (WVG.J CO. LTD.. SIRLANAGAR-GWAUOft 
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TRADE 

WINDS 


Rupe&'Poiind Ratio 

The rupee was recently 
pegged 3.03 per cent higher 
per pound sterling to yield 
anew middle rate of Rs 16 
to the pound against Rs 
16.50 introduced on April 
23. This upvaluation cor¬ 
rects the recent depreciation 
of the rupee in terms of the 
US dollar, DM, yen and 
other select foreign curren¬ 
cies. The depreciation 
stemmed from the continued 
weakness of the pound— 
India’s intervention cur¬ 
rency—during the last five 
weeks. 

This is the seventh up¬ 
valuation of the rupee 
since it was delinked from 
sterling on September 25, 
1975, when the pound was 
valued at 18.30. At the new 
rate of Rs 16, the revalua¬ 
tion of the rupee in terms 
of sterling during the last 
eight months works out to 
12.56 per cent. 

Technology for 
Frozen Foods 

The National Physical 
Laboratory (NPL) has 
achieved a major break¬ 
through in low temperature 
technology, which will not 
only boost India’s export of 
frozen foods and ice cream 
but effect foreign exchange 
savings of about Rs 100 
crorcs a year. Domestic 
production based on the 


development of this techno¬ 
logy is expected to start 
soon as a result of collabora- 
tion between NPL and the 
engineering division of the 
Indo-Burma Petroleum 
Company OBP), a public 
sector enterprise. IBP will 
now manufacture a wide 
range of low temperature 
equipment including liquid 
nitrogen plants, air lique- 
fiers, cryoprobes and carbon 
dioxide solidifiers, which 
are at present imported. 

The equipment will help 
to preserve for long periods 
frozen foods and ice-creams 
and also accelerate the 
country’s dairy development 
programmes and revolu¬ 
tionise ophthalmic surgery. 
IBP recently launched the 
manufacture of highly 
sophisticated high vacuum 
equipment based on Bhabha 
Atomic Rcseaich Centre. 
The country’s entry into the 
advanced field of low tempe¬ 
rature technology is another 
significant step towards 
self-reliance and large-scale 
foreign exchange savings. 

In contrast to the con¬ 
ventional refrigeration 
techniques, which provides 
working temperatures round 
—I0°C, low temperature 
technology — scientifically 
known as cryogenics—can 
achieve temperatures as low 


as —2po°C. This techno¬ 
logy* which Is based on the 
use of liquefied gases, has 
almost unlimited applies* 
tions. 

World Bank Aid for 
Telecommunication 

The World Bank has 
agreed to give a loan of 
$80 million for the develop¬ 
ment of the telecommunica¬ 
tion industry in India. 
This is sixth World Bank 
credit to be given to India 
for modernising its telecom¬ 
munication industry since 
1962. With this the total 
credit will go up to $368 
million. 

Mr S.M. Agarawal, secre¬ 
tary, ministry of Communi¬ 
cations, stated that the lar- 

Mlr Qaaim in Central 
Cabinet 

Syed Mir Qaslm. former Chief 
Minister of Jammu and 
Kashmir, has been appointed a 
cabinet minister at the centre, 
according to a communiqe 
issued from Rashtrapatl Bhavan 
on June 6. The communiqe 
added that the Praidcbt, on the 
advice of the Prime Minister, 
appointed Syed Mir Qaslm as 
minister without portfolio. 


gest share of the total 
loan—$55miIlion would be 
utilised for the import of raw 
materials and components 
for various telecom manu¬ 
facturing units. Of the 
total loan, S 25 million 
worth of exchange equip¬ 
ment and long distance 
transmission equipment 
would be imported. 

While the largest share 
of the loan amount would 
be allocated to the Indian 
Telephone Industries, 
Bangalore, (8 27 million), 
the Hindustan Cables at 
Rupnafayanpur would re¬ 


ceive 8 22.5 million worth 
of raw materials. 

The loan also provided 
for import of raw materials 
worth half a million dollar 
for the Hindustan Teleprin¬ 
ters Ltd, Madras. Besides, 
three million dollars would 
be set aside for research 
and training and two million 
dollars for posts and tele* 
graphs factories located at 
Calcutta, Bombay and 
Jabalpur. 

During the first three 
years of the loan there is 
no repayment liability. The 
entire loan would be paid 
back over a 23-year period 
in equal instalments. 

World Bank Loan 
for Saads 

This country will imple¬ 
ment the first phase of a 
national seeds programme 
with the assistance of a 
World Bank loan of US 
525 million. The main pur¬ 
pose of the project is to in¬ 
crease foodgrain produc¬ 
tion through increasing the 
availability of high-quality 
cereal seed. However, cotton 
and vegetable seeds are also 
included in the project. It 
will cover development of 
seed production and pro¬ 
cessing facilities in four 
states: Andhra Pradesh, 
Haryana, Maharashtra and 
Punjab. The project will 
help improve storage, mar¬ 
keting, breeder and founda¬ 
tion seed production, and 
seed technology research. 

This is the second opera¬ 
tion of the World Bank in 
support of seed production 
in India. In 1969, the Bank 
made a loan of US 51? 
million for the Tarai seeds 
project. The Tarai experi¬ 
ence has been a significant 
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factor i» the development 
of the present project. The 
project it designed to in* 
mease cereal seed output by 
73,000 tons a year or 60 per 
cent of present output. 
Estimates are that the annual 
incremental cereal produc¬ 
tion at full development .of 
the project will be 200,000 
tone of wheat, 170,000 tons 
of paddy, 95,000 tons of 
maize, 200,000 tons of 
sorghum and 250,000 tons 
of pearl millet. Total value 
of these crops will be about 
US $145 million a year. The 
project will also increase 
and improve the production 
of cotton seed, valued at 
US $3.7 million a year. 

The Bank loan to India is 
for 20 years, including 5 
years of grace, with interest 
at 8£ per cent per anuum. 
Bank funds for seed techno¬ 
logy research, quality con¬ 
trol, training and technical 
assistance will be channel¬ 
led through the Indian 
government. The Food and 
Agriculture Organization of 
the United Nations (FAO) 
joined the Bank and India 
in the preparation of. the 
project under the Bank/FAO 
Cooperative Programme. 

Modernisation of 
Domestic Appliances 

The Development Com¬ 
missioner, Small Scale 
Industries, has selected 
the domestic, appliances 
industry in the. small-scale, 
sector for the purpose of 
intensive assistance for 
modernisation. This- plan 
forms part of the drive 
being launohed by the 
department' towards the 
improvement of consumer . 
products. 

At a meeting recently con- 

i' ■ 

icxtaototir, 


vened in Delhi by the Deve¬ 
lopment Commissioner, the 
modernisation problems and 
solutions in respect of this 
industry were discussed. 


This meeting was attended 
by the representatives of 
Small Scale Domestic Elec¬ 
trical Arpliances Industry 
Association, big trading 


houses, National Institute 
of Design, Ahmcdabad, 
National Small Industries 
Corporation, Indian Stan¬ 
dards Institution, Trade 
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Ministry of Dofonco 


Indian Ordnance Factories 


. General Managers of the follow- 
*ng factories invite separate sealed 
tenders/applications for supply of 
the following: 

Ammunition Factory, Kirkcc, 
Poona-3: 

(a) CZ 102 (85/15 Brass) Snip, 
0.40 mm =t0.025 mm thick x 
44.45 mm ± 0 25 mm wide 
Hardness 55 to 75 VFN Kgs. 
2500 

(b) Lead Paroxide. Specif. IND/ 
Mi:/59l(b) Kgs. 810. 

(c) (i) Straw Board/Grey Board 

77.5 cm x 65 ems \ 2.54 mm 
Grade W Spccn IS 2617-J967 
with amendment No. 1. Nos. 
31921 (li) Straw Boa id Grey 
Board 77.5 ems x 65 ems x 1.27 
mm thick Grade Specn. IS 2617- 
1967 with amdt. No. 1. Nos. 
13900. 

(d) Paint ready mixed air dry¬ 
ing brushing semiglossy finish for 
general purposes BUFF M1D- 
DLF ISC 359 of IS: 5-1961. 
Spccn IS: 168-1973. Litres. 205Q. 

(e) Anvil as per AKF Drg. No. 
KF/SK-I247 dt. 15.3.76. Closing 
date: 9.7.76 for (a) 16.7.76 for 
<b\ 20.7.76 for (c) (d) & (e). 

Tender forms available @ Rs. 
2/ - each item on application upto 
19.6.76 for (a). 23.6.76 for <b) 
and 30 6.76 for others. 

High Explosive Factory, Kirkcc, 
Poona: 

(a) Ready mixed point air dry¬ 
ing mMt for brushing and general 
purpose, olive green ISC' 220 of 
IS-5-61 conforming to Specifica¬ 
tion IS-168-1973. Qty. 3,840 
Litres 

(b) Paraffin Wax Hlln. Spccn. 
JSS-1016. Kgs. 9000. 

(c) ‘Scale Gun’ WS (Descaling 
of Water Scale) or Similar Kgs. 
5000. 

(d) Paper Kraft type paiaffin 
waxed ammunition sue 112 ems 
x 183 met. in rolls. Spccn. JSS- 
1208. Metres. 22.200 

<e) Cloth Calico White 914.4 
MM Wide, Spccn: IS 5088 (Part 
I) 1969. Metres. 2.550 
ff) Cambric Cloth 914.40 MM 
Width Specn. IS 5038 (Part 1)- 
1969. Metres. 2100. 

Closing date 6.7.76 for (a): 
9.7 76 for (b) (c) (d) & (e) and 
16. 7.76 for (f) 

Tender forms available (FftRs. 
2/- each item by M O. upto 

21.6 76 for (a) to (c) and 29.6.76 
for (f). 

Postal orders will not be accep¬ 
ted. 

Gun Carriage Factory, Jabalpur: 

(a) TK No. 76/2/56A/VP: Brac¬ 
ket to Drg. 81-41801-2209. Qty. 
66C0 Nos. 

(b) TE No. 76/3/56A/VP: (i) 
Dip Stick to Dig. VFJ/13/0484 
1100 Nos (ii) Tank Lid to Drg. 
VFJ/13/0505—2200 Nos. 

(d) TE No. 76/5/56A/VP: 
Strap Assembly to Drg. No. 81- 
97460-5145. Qty. 6600 Nos. 


(d) TL No. 70/6/56A, VP: Brac¬ 
ket with segment to Drg. No. 
9123-35 00775 Qty. 3900 Nos. 

le) TE No. 76/7/56A/VP: Oil 
Can Carrier to Drg. No. BSA 
1146. Qty. I960 Nos. 

Closing date 8.7.76 Tender 
forms available (o Rs 5/- each 
item by postal order upto 7.7.76. 
Ordnance Factory, Dehradun: 

Box Gun Sighting equipment 
4A Complete as per Assembly 
Drawing No. C.II.-299. Qly. 
J 70 Nos. 

Tender foims available (ii) Rs. 
10/- by Crossed Postal Orders 
upto 10.7.76. 

Ordnance Factory, Katnl: 

(a) Tallow Spccn. IS 887/1968 
for Animal Tallow Gr. 1/First 
Revision. Qty. 4000 Kg. 

(b> C.l Moulds for Brass Slabs 
of size 267 mm x 51 mm x 914 
mm as per Dig. No. KAT/MP 
315 dt. 25.1.74 Qty. 30 Sets. 
Closing date 8.7.76. Tender 
forms available (n) Rs. 5/- each 
item by Cash or Postal Orders 
upto 26.6. 76. 

Ordnance Factory, Khamaria, 
Jabalpur: 

Truck Elevating Hand Lift 
Capacity 1800 Kg. Size of lifted 
frame 1145 x 608 mm width and 
216 mm height in lower position 
228 mm plus 50 mm lift frame 
made of 75 mm x 50 mm Angle 
Iron 200 \ 75 mm Solid rubber 
tyred Wheels Four Wheeled each 
wheel to be 4 to 5 Kgs. Unit—*6 
Nos. 

Closing date 2.8.76. Tender 
forms available free upto 1.7.76. 
Ordnance Clothing Factory, Shih- 
jahanpur: 

Yam Woollen 450 Tc\ Natural 
Grey slndc spun from: Type *A’ 
100% indigenous wool of medium 
quality having average wool fibre 
diametre of 40 mcrcons. Qty. 
20.000 Kgs. Spccn. IND/TC/ 
4050. 

Closing date 2.7.76. Tender 
forms available (ft) Rs 5/- by 
M.O. or Cash only upto 25.6.76. 
Ordnance Factory, Tiruchirapalll: 

(a) Plate Butt (Bl/1005-001666) 
Qty. 12,000 Nos to Drg Ds Cat 
No. 1005-001666 (Metric) DC(f) 
11267 SA. 

(b) Trap Butt Plate (B1/100S- 
001669). Qty 12.000 Nos. to Drg 
Ds Cat No. I005-00J669 (Metric) 
DC(I) 11055-SA . 

Closing date 14.7.76. Tender 
forms available q n Rs. 5/- by Cash 
or Postal Orders upto 23.6.76. 
Ordnance Factory, Aruvankudu: 

One Centrifugal Pump for 
Nitric Acid Circulation—Capa¬ 
city 450 1 pm at 15 M. 

Tender forms available free 
on application upto 29.6.76. 
Ordnance Factory, Dum Dutn, 
Calcutta: f 

Alloy Aluminium Sheet, Soft 
tempered corresponding to 1.3. 


Spccn. 737 SIC. Size 0.71 mm 
thick x 2400 ram x 1200 mm. 
Qty. 3046 Kgs. 

Closing date 25.6.76. Tender 
forms available @ Rs. 5/-. 
Ordnance Factory, Muradnagar: 

(a) Sand Silica Coarse as per our 
Specn.—2500 M/T. 

(b) Sand Silica Fine as per our 
Spccn.—1650 M/T. 

Closing date 8.7.76. Tender 
forms available @ Rs. 10/- upto 
23 6.76 by Bank Draft of Cros¬ 
sed Postal Orders or M.O. 
Ordnance Factory, Chanda : 

Lead Sheet 2440 MM x 
1220 MM x 2 MM ±0.1 MM 
thick to Spccn. 1S-405-1965. 
Qty. 3,750 N Kgs. 

Closing date J2.7.76. Tender 
forms available (g Rs. 10/- each 
item by Crossed Postal Orders 
upto 18.6.76. 

Ordnance Factory, Bhandara: 

(a) T.No. SP/3018/112: Elec¬ 
trodes Stainless Steel Columbium 
Stabilised INO x AW + Ch 2.5 
mm — 8668 Nos. 

(b) T.No. SP/3018/113: Spares 
for NAC plant pipe silicon Iron 
‘S* Shaped lot Vapour Condenser 
in NAC Plant as per Drg. No. 
OFBA/AI/29I (detail ‘A’). —8 
Nos. 

(c) T. No. SP/3018/114: Battery 
Automatic 12 Volts 25 Plates 
180/190 AMPS at 20 Hrs Rate.— 

18 Nos. 

(d) T.No. SP/3018/115: Bricks 
ACID and Heat Resisting Set 
containing Bricks Marked Nos. 
1505/1 to 1505/63. 1505/1 to 
1505/70. 1505/74 to 1505/80 to 
Drg. No OFBA/A1/135.-6 Sets. 

(c) Potassium Nitrate Grade-I 
conforming to the Specification 
IS: 301/1963. Size all Passing 
125 Micrometre IS Sieve. Qty. 
3260 Kgs. 

(f) Lime Unhydrated with 60% 
Calcium Oxide—450 Mt. 

Closing date 22.7.76 for (a) 
to (d) and 20.7.76 for (e) & (f). 
Tenders forms available @ Rs. 
2/-each item up to 19.6.76. for 
(a) to (d) and 22.6.76 for (e) & 

(f) by Cash or M.O. 

Ordnance Equipment Factory, 
Kanpur: 

(a) T. No. PV/152: Canvas 

Flax (TOW) 56 Cms—Mtrs. 
24220. OR Canvas Union Cot¬ 
ton/ Jtite Scoured 56 Cms. Specn. 
No. IND/TC/02092 (b) & as 

per amendment from C1T &. C 
Kanpur. Or IND/TC/02091(d) 
respectively. 

(b) T. No. PV/153: Timber 
StSSOO Sleepers 150 MM x 
200 MM and UP x 2.44 M and 
UP Cudm. 77000. Specn. No. 
IND/GS/754 (K). 

(c) T. No. PV/7: Steel Round 
22 MM dia (030) Kgms.— 
46200. Specn. No. IS: 1570- 
1961 (030). 

(d) T. No. EO/451 /2/5/MM* 


(i) Portable Lifting & Pulling 
m/c (Max. Pull) Cap. 5 Tons. 
—1 No. (ii) Jib Crane Hand 
Operated Cap. li Tons —3 Nos. 
(iii) Gear Block with max. Lift 
of Chain about 35 feet Cap, 2 
Tons—2 Nos. (iv) same as (iii) 
but Cap. 3 tons—2 Nos. (v) 
Chain Block (Morris) with :9 
Metres Lift Cap, 5 Tons—1 No. 
(vi) Trollies—10 Nos. 

(e) T. No. EO/451/2/8SY: 
Blacksmith Forge Furnace— 
—8 Nos. 

Closing date 1.7.76 for (a) 
& (h); 8.7.76 for (c); 29.7.76 
for (d) and 2.8.76 for (e). 

Tender forms available @ Rs. 
5/- for (a), (b) & (c) and Rs. 10/- 
cacb for (d) & (e) by Postal 
Orders. 

Ordnance Factory, Kanpur: 

(a) Die Chaser 12.70 mm BSF 
for 25.4 mm Coventry Die head 
(R.H) to OFC Drg. No. T. 
384461/1—240 Sets. 

(b) Die Chaser 20 TPI for 
19.05 mm Coventry Die head to 
OFC Drg. No. T. 38445/2.— 240 
Sets. 

Closing date 29.6.76. Tender 
forms available (a Rs. 15/- by 
Postal Orders upto 22.6.76. 
Ordnance Parachute Factory, 
Kanpur: 

T. No. CF-4 38/83/PROV/Tcn- 
dcr: (i) Hook Snap—Nos. 2,430 
Spec. No. ADRDE/7 (d). (ii) 
Sliding Bar Buckle—Nos. 4,850 
as per Prov. Drg. No. Cl 65/ 
GS/14/61. 

Closing date 2 7.76. Tender 
forms available mj, Rs. 10/- by 
Cash or M.O. upto 22.6.76. 

NOTE: Other details and speci¬ 
fication etc. will be available 
alongwith the tender forms. 
Tender fees are non-refund&ble. 
For further details Indian Trade 
Journal may also be seen. 

CORRIGENDUM 
Ordnance Factory, Dum Dum, 
Calcutta: 

Phosphcr Bronze Rod 70 MM 
dia ± 1.3 MM to Spec. No. 
BS-2874/Pb-102 M. Tender forma 
will now be available eg Rs. 10/- 
by Crossed Postal Order upto 
15.6.76. The advt. issued ear¬ 
lier during 1st week of May *76 
may be treated as cancelled. 
Ordnance Equipment Factory, 
Kanpur: 

The opening date regarding 
Web Thin O.G. (SC-314) 32 
MM — Mtrs. 11,700, has been 
extended to 28th June, 1976. 
Ordnance Factory, Chanda: 

Tender Inquiry No. 1518/Advt/ 
4J-PV dt. 28.2.76 regarding 
supply of Cap End (for container 
17B) and Cap End (for container 
26B). The opening date for the 
above has biton extended from 
24.5.76 to 16.6.76. Other details 
remain same. 
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development Authority and standards. There are about 
.ministry the of Commerce. a dozen small-scale units 
The following decisions were manufacturing sophisticated 
taken:— items like geysers, washing 

(i) Though there are 500 machines, cooking ranges, 

units in the country in the mixers and grinders, hot 

small-scale sector which cases, hot plates and room 

manufacture domestic coolers, etc., which already 

electrical appliances, the have good testing facilities, 

major concentration of this It would not be difficult for 

industry is in Delhi and these units to introduce 1 SI 

Bombay. Delhi was, there- certification mark for their 

fore, selected for the pur- products. 

pose of modernisation of Another important deci- 
this industry. sion taken was to establish 

(ii) The domestic clectri- a functional industrial estate 

cal appliances made in the for units manufacturing 

small-scale sector are most- such appliances in coopera- 

ly marketed by large trad- tion with Delhi Administra- 

ing houses. Suitable guide- tion. This decision was taken 

lines will have to be evolved in view of the fact that 

with regard to sub-contract- most of the small-scale units 

ing arrangements for this in Delhi are located in non¬ 
industry in close consult:!- conforming areas and have 

tion with the big trading been given notice to vacate, 

houses. While evolving these This proposed industrial 

guidelines, the points to be estate will have common 

considered would be: design facilities for electroplating, 

and technical assist ance by design, testing, etc. 

large houses; the target of Edible Oils in 

order; firmness of price; Cooperative Sector 

terms of payment; guarantee 

for performance; and ^ 1C National Cooperative 
replacement of spare parts. Development Corporation 

luts decided to formulate a 
master plan for the develop- 

Thc National Institute of ment of edible oil proces- 

Design, Ahmedabad, would sing in the cooperative 

conduct an eight-week sector. This plan will incor- 
‘dcsign clinic’ in August porate projects separately 

1976 in Delhi for the bene- for five years’ and ten years’ 

fit of those small-scale units duration. This decision has 

which manufacture domes- been taken in view of the 

tic electrical appliances. It importance of edible oils as 

was also decided that ISI an item of mass consump- 

would conduct a survey of tion. The implementation of 

small-scale domestic eiectri- the master plan will be based 

cal appliances manufactur- on the processing of ground¬ 
ing units of Delhi shortly. nut, mustard, gingely, co¬ 
lt would spell out measures conut, cottonseed, rice bran, 

which should be taken by linseed and salseed oils, 

those units for the purpose The NCDC has already 

of adoption of ISI certifica- assisted 24 large sized 

tion mark, including safety oil complexes comprising 


oil mills, solvent ex- June 1974 comprised the 

traction plants and refine- National Agricultural Co¬ 
ries. It is hoped that the operative Marketing Fede- 

entry of cooperatives in this ration, 27 state marketing, 

field would exert a healthy societies, 376 regional or 

influence in the marketing of centrcl marketing societies 

these commodities. and 3,278 primary marketing 

At a recent meeting of the societies (excluding 61 socie- 

Board of Management tics in Jammu and Kashmir 

of the NCDC under the and 6 societies in Nagaland, 

chairmanship of Mr A. C. the data in respect of which 

George, union minister of arc not available), 

state for Industry and Civil 0 f the 3,278 primary 
Supplies, the establishment societies, 2.688 were general- 

of three large oil-seed com- purpose societies and 590 

plexes was sanctioned involv- societies dealing in specific 

ing an outlay of Rs 30.51 commodities such as cotton, 

million. These would be set arecaunt, coconut, tobacco, 

up at Devangere in Kama- fruits and vegetables. The 

taka, Anantapur in Andhra 3 278 primary marketing 

Pradesh and Barvvaha in societies had a total mcm- 

Madhya Pradesh. bership of 3.1 million and 

Non-Credit Coopera- working capital of Rs228 
tivas crores in 1973-74 (Rs 206 

The non-crcdit co-opcra- croreS in 1972-73). They 

tive structure recorded subs- s,dd 8 oods wor ^' R- s 692 

tantial growth during the crores (Rs 716 crorcs in 

year ended June 1974. The 1972-73), agricultural pro¬ 
number of non credit duce accounting for 39.6 

societies, both agricultural P cr ccnt and agricultural 

and non-agricultural, in- requisites for 31.8 per cent, 

creased to 155,500 with 21.4 The predominant position 
million members as on June in the field of processing 

30, 1974, as against 150,516 continued to be held by 

societies with 20.4 million the co-operative sugar 

members a year before. factories. Out of the 158 

The co-operative marketing factories at the end of June 

structure as at the end of 1974, 86 were in production 

IMF Sale of Gold 

The International Monetary Fund sold 780,000 minces of gold at 
$126 an ounce at auction on June 2 beginning the disposal of one of 
the world's largest gold holdings. The gold audit n, which was the first 
of many planned by l.\f R was held to lieu tit the world’s poorest 
nations. 

The r.M.F. had decided to auction (lie 780.000 ounces at its 
initial auction. But officials look nearly eight hours after the bids 
were opened at 11 a.m. lo decide the successful hitlers and the price. 
All successful bidders will pay Ihe same amount. The l.M F. had 
decided abend of time not to disclose the mimes of successful bidders 
In order to encourage maximum participation in ihc sale. Bids were 
received for a total of 2,368.000 ounces. The prices at which bids* 
were submitted by successful bidders ranged from $ 126 to $ 135 ounce 
and averaged % 126.98. 
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during W73-74. They crush¬ 
ed 14.6 million tonnes of 
cane and produced 1.62 
million tonnes of sugar 
valued at Rs 315 crores, 
against 1.64 million tonnes 
of sugar valued at Rs 257 
crores produced in 1972-73. 
Total sales of sugar and 
its by-products increased 
from Rs 302 crores to 
Rs351 crores. Of the 204 
co-operative cotton ginning 
and pressing societies at 
the end of June 1974, 162 
societies were engaged in 
ginning of cotton, against 
154 societies in the previous 
year. They ginned 3.3 lakh 
tonnes of cotton and pres¬ 
sed 8.5 lakh bales of cotton, 
against 4 lakh tonnes and 
9.2 lakh bales, respectively. 
The other agricultural pro¬ 
cessing societies had engag¬ 
ed themselves in activities 
such as paddy-husking, oil 
crushing and processing of 
fruits, vegetables and other 
commodities. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production in the 
month of April, 1976, the 
seventh month of the season 
1975-76 was about 3,92,000 
tonnes as against 5,80,000 
tonnes during the corres¬ 
ponding period last season. 
This brings the total pro¬ 
duction during the first 
seven months of the season 
1975-76 to about 41,25,000 
tonnes as against 4454,000 
tonnes during the corres¬ 
ponding period last year. 

The olT-takc of sugar from 
factories during the month 
of April, 1976, was about 
269,000 tonnes for internal 
consumption and 75,000 
tonnes for exports as against 


about 257,000 tonnes for 
internal consumption and 
94,000 tonnes for exports 
in the corresponding period 
last season. The total des¬ 
patches in the first seven 
months in 1975-76 was 
21,10,000 tonnes for inter¬ 
nal consumption and 
783,000 tonnes for export as 
against 18,92,000 tonnes 
for internal consump¬ 
tion and 524,000 
tonnes for exports during 
the corresponding period 
last season. The total 
dosing stock of sugar with 
the factories as on April 30, 
1976, was about 24,39,000 
tonnes as against 28,66,000 
tonnes on the same date 
last season. 

Steel Output 

Steel production has 
crossed one million tonnes 
in the first two months of the 
financial year 1976-77. The 
total production of saleable 
steel from all the steel plants 
for April-May 1976 comes 
to i.044 million tonnes 
against the target of 963,700 
tonnes. The production for 
the first two months of 1976- 
77 is 38.7 per cent higher 
than the production for the 
first two months of 1975-76. 
During May, 1976, a total 
of 534,200 tonnes of saleable 
steel was produced against 
the target of 481,900 tonnes. 
The production in May, 1975 
was 407,200 tonnes. 

Bhilai Steel Plant account¬ 
ed for the maximum produc¬ 
tion of 152,000 tonnes during 
May. 1976, followed by 
TISCO’s 113,300 tonnes, 
Rourkcla’s 95,100, Durga- 
pur’s 77,700 tonnes, Bokaro’s 
51,700 tonnes and IISCO’s 
44,400 tonnes. All the steel 


plants except TTSCO exceeded 
the target during the month. 

Habitat Meat 

Delegates from over 140 
countries met at Vancouver 
in Canada recently under 
the auspices of the United 
Nations for an international 
conference on human settle¬ 
ments. The Indian delega¬ 
tion to the conference was 
led by the union minister 
for Works, Housing and 
Parliamentary Aflairs, Mr K. 
Raghurainaiah. The con¬ 
ference discussions were 
supported by reports, films 
and slides on the subject 
prepared by each of the 
participating country. 

The conference did not 
aim at signing treaties or 
agreements, but hoped for 
exchange of ideas and ex¬ 
periences gained by various 
countries in solving similar 
problems concerned with 
the planning and mainten¬ 
ance of human settlements. 

Industrial Production 

The index of industrial 
production for February 
1976 stood at 131.9 ns 
against 131.5 in January 


January 

117.9 

February 

110.7 

March 

121.8 

April 

109.0 

May 

110.2 

June 

110.9 

July 

116.2 

August 

112.7 

September 

112.3 

October 

112.6 

November 

113.7 

December 

123.1 

Average: 

114.3 


1976, on the basis of 
1970== 100. The index show¬ 
ed a rise of +21*2 and 
-1-15.6 points over the 
corresponding month of 
1974 and 1975, respectively. 
All these figures are, how¬ 
ever, provisional. 

Facilitios for 
Non-Resident Indians 

A more liberal attitude 
towards remittances from 
non-resident Indians abroad 
is expected to add sub¬ 
stantially to the foreign 
exchange reserve this year. 
The liberalised scheme 
extending facilities to invest 
in Indian industry—even 
allowing them to invest in 
equity in the existing indus¬ 
trial enterprises—is expected 
to goa long way in the inflow 
of savings of the middle- 
income group of Indians 
abroad. The minister of 
state for Industry and Civil 
Supplies, Mr A.C. George, 
told a news conference 
recently that the govern¬ 
ment was thinking of going 
a s>ep further: it was 
examining how far non¬ 
resident Indians abroad 


112.8 

111.4 

108.3 

119.1 

118.9 

120.1 

118.3 

119.9 

133.4 
118.8 


Index of Industrial production for the period between 
January 1974 and February 1976 
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1974 


1975 

122.6 

116.3 

124.6 


1976 

131.5 

131.9 
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could be involved in playing 
a role in the process of 
dilution of equity of LOO per 
cent forcign-owned com¬ 
panies. 

Mr Gporge pointed out 
that but for the liberal 
scheme of remittance, India’s 
foreign exchange position 
would not have been as com¬ 
fortable as it was today. De¬ 
spite the enormous trade gap 
ofRs l,l65croresin 1975-76, 
the country's foreign 
exchange reserves touched 
Rs 1,060 crore-mark as on 
May 26i 1976 against Rs 500 
crores in May 1975. He 
attributed the improved 
foreign exchange position to 
remittance by Indians 
abroad under the scheme 
which was launched in 
November 1975. 

The most important liber¬ 
alisation, Mr George said, 
was permitting overseas Ind¬ 
ians to repatriate capital and 
profit if they wanted. This 
was done on the basis of 
experience in banking where 
hardly everyone withdrew 
all the deposits at the same 
time though theoretically 
they could do so. 

Names in the News 

Mr P.D. Gupta has been 
appointed as chairman-cutn- 
managing director of the 
Bharat Gold Mines Limited 
in place of Mr I.M. Aga. 
Mr Gupta was earlier 
Deputy General Manager 
in the Bharat Gold Mines. 
The mines of the Bharat 
Gold Mines have been 
worked continuously for 
over 90 years and are among 
the deepest in the world. 

Mrs Spati Morarjce, 
Executive Director of Scindia 
Steam Navigation Co Ltd 
was re-elected chairman of 


the Narottam Morarjce 
Institute of Shipping at the 
first meeting of the re-cons¬ 
tituted Governing Council 
of the Institute held in 
Bombay on June 1, 1976. 


Capt R.D. Kohli, Executive 
Director of the Shipping 
Corporation of India Ltd 
was elected Vice-Chairman. 

Mr Gopal SMvabhai Pate] 
has become the new chair¬ 


man of Unit Trust of India. 
He succeeds Mr JJS. Raj. 
Mr Patel was formerly 
general manager of the 
General Insurance Corpo¬ 
ration of India. 
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USEFUL BOOKS 


• Education in India 1968-69 R$. 79.50 

• (The) Directory of Govt. Purchases for the Year 1973-74 Rs, 75.00 

(i) Vol. I (per copy of 

(ii) Vol. II both vote) 

• Epigraphia Indica Arabic and Persian Supplement 

(in continuation of the series Epiraghia Indo-Moslcmica) 1970 Rs. 70,25 

• Statistics of Mines in India Vol. L Coal. 1972 Rs. 48.50 

• Report of the Pipelines Inquiry Commission August. 1975 Rs. 33.35 

• Civil List of the Indian Administrative Service (As on the 

1st January, 1976) Rs. 27.00 

• Directory of Manufactures of Central Excise Commodities 

(i) Vol. I Rs. 24.00 

(ii) Vol. U Rs. 24.00 

• Basic Statistics Relating to the Indian Economy 1950-51 to 1972-73 Rs. 18.00 

• Handbook on Training Facilities Institutional and In-Plant 
Training in Chandigarh. Goa. Manipur, Meghalaya, Mizoram. 

Pondicherry and Tripura Rs. 13.50 

• Official Directory (As on 1st January, 1976) Rs. 12.50 

• Economic Survey 1975-76 Rs. 6.00 

• Pamphlet for National Defence Academy Examination December 

1975. Rules/Question Papers Rs. 2.00 

• Pamphlet for Grade III Stenographers Examination 1975. Rules/ 

Question Papers Rs. 1.70 

• Pamphlet for Grade III Stenographers Examination 1974. Rules/ 

Question Papers Rs. 1.70 

• Rashlriya Panchang Saka Era 1898 (1976-77) A. D. 

fi) Malayalam Version Rs. 1.00 

(ii) Marathi ,. Rs. 1.00 

(iii) Tamil „ Rs. 1.00 



Available from all authorised selling agents 
FOR CASH SALE 

KItAb MAHAL 

Unit No. 21, State Emporia Building, 
Baba Kharak Singh Marg, 

New Delhi (Phone: 343708) 

GOVT. OF INDIA BOOK DEPOT 
8, K. S. Roy Road, Calcutta-700001 
(Phone : 233813) 

GOVT. OF INDIA BOOK DEPOT 

Ground Floor, New C.G.O. Building, 

New Marine Lines, Bombay-400020 
DEPARTMENT OF PUBLICATION 
SALE COUNTERS IN NEW OELHI 

• UDYOG BHAVAN (Phone : 372082) 

• DEPARTMENT OF PUBLICATION 
CIVIL LINES, DElHI-110054. 

• C.B.R. BUILDING, BAHADUR SHAH 
ZAFAR MARG 



NOTE : 

Postal Charges extra for 
mail orders below Rs. 5/- 
irt India @ 20% of cost. 
Registration Charges 
extra if supply is desired 
by regd.post. 
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COMPANY 

AFFAIRS 


Punjab National Bank 

Total dbposits of Panjab 
National Bank increased 
during the year 1975 from 
Rs 826.4 crores to Rs 959.6 
crores, growth rate being 
16.1 per cent against 11.6 
per cent in 1974. Sustained 
efforts, backed by dynamic 
schemes tailored to custo¬ 
mers’ multifaceted require¬ 
ments, yielded good results, 
growth rate compares favo- 
This urably with that of the 
banking system at 16.4 per 
cent in 1975 and 14.9 per 
cent in 1974. The deposit 
growth at rural centres was 
higher at 24.3 per cent 
reflecting the concerted 
approach to mobilise rural 
savings. 

Credit increased from 
Rs 480.9 crores to Rs 611.6 
crores, an increase of 27.2 
per cent. Consistent with pri¬ 
ority needs, the credit was 
mainly channelised to food, 
public and priority sectors. 
Such credit increased to 

55.9 per cent of total credit 
in 1975 as compared to 

44.9 per cent in 1974. Of 
course, the credit to rest of 
the sectors was maintained 
between 1974-75 at about 
Rs270 crores. 

Net profit of the bank 
increased from Rs 302.4 
lakhs in 1974 to Rs 316.4 
lakhs in 1975. The bank has 
strengthened its statutory 
reserves by tranferring 


Rs 94.6 lakhs in 1975 
against Rs 75.5 lakhs in 
1974. It has also transfer¬ 
red to central government 
Rs 67.5 lakhs in 1975 
as against Rs 63.9 lakhs in 
1974. 

Public Sector Credit 

1975 witnessed the domi¬ 
nant role towards public 
sector credit. Against 
Rs 77.09 crores in 1973 and 
Rs 79.94 crores in 1974, the 
credit to this sector showed 
a phenomenal increase to 
Rs 183.94 crores in 1975, 
a growth of over 130.2 per 
cent in 1975 against a mere 
3.7 per cent in 1974. 

Priority sector advances 
other than exports, also 
increase by 26.1 per cent 
in 1975, to reach a new 
high of Rs 143.8 crores. 
The emphasis to serve 
needy commonman result¬ 
ed in increased number of 
borrowal accounts to 
32,382, by end 1975, an 
increase of 26.4 per cent 
over previous year’s num¬ 
ber of borrowal accounts. 
Total number of borrowal 
accounts by end 1975 was 
1,55, 091. 

Under village Adoption 
Scheme, 224 more villages 
were adopted. Total villages 
adopted by end 1975 were 
1,494 with 11,942 borrowal 
accounts and outstanding 
of Rs 3.48 crores. 

The bank spearheaded 


the ushering of a new era in 
banking by sponsoring two 
rural banks, one at Bhiwani 
in Haryana and the other at 
Arrah in Bihar— one more 
pioneering effort towards 
achieving positive results 
under 20-Point Programme. 

Against 86 branches open¬ 
ed in 1974, the bank opened 
101 branches in 1975 out of 
which 58 branches were at 
rural centres. Total number 
of brances by end 1975, 
stood at 1,202. 

Bihar Alloy 

The directors of Bihar 
Alloy Steels Ltd sounded 
a note of cautious optimism 
about the immediate pros¬ 
pects of the company. The 
basis of their optimism is 
due to the impending revi¬ 
val of the alloy tool steel 
following some helpful steps 
taken by the government 
in the last budget. The 
government has restricted 
the import of such grades 
of alloy steels, the demands 
of which can be met indigen¬ 
ously. Also the government 
has increased the import 
duty on such grades. Under 
these conditions the direc¬ 
tors of the company feel 
confident about the future. 

Working results of the 
company during the year 
1975, however, were not 
satisfactory. There was a 
serious setback in the pro¬ 
duction due to an accident 
in July last year. Moreover 


the continuoiucastingmUls, 
which is quite new to 
this country, suffered from 
teething troubles. 

Sales of the company 
this year amounted to 
Rs 1.64 crores. After meet¬ 
ing ail charges and provid¬ 
ing Rs 1.46 crores for 
depreciation, the company 
incurred a loss of Rs 2.71 
crores. Taking into con¬ 
sideration Rs 9.74 lakhs for 
expenses written off, the 
gross deficit of Rs 2.80 
crores has been instrumen¬ 
tal in seriously affecting the 
liquidity of the company, 
and at the moment the com¬ 
pany is in urgent need of 
an additional term loan of 
Rs 4 crores, for meeting 
its obligations. The com¬ 
pany is hopeful of finali¬ 
sing this loan soon. 

In view of the losses 
suffered by the company, 
no provision has been made 
for development rebate 
reserve. The company has 
obtained wealth-tax exemp¬ 
tion certificate for its share¬ 
holders for a period of 5 
years, beginning from the 
assessment year 1976-77. 

Jagatjit Industries 

In their annual report to 
the shareholders, the direc-. 
tors of Jagatjit Industries 
point out that no provision 
has been made in the ac¬ 
counts for the liability of 
taxes estimated at Rs 67.75 
lakhs, which when asses¬ 
sed will be charged to the 
general reserve. The sates 
of the company for the 
year ended December 1975 
recorded a figure of 
Rs 1147.35 lakhs, showing 
an increase of Rs 198.69 
lakhs over the previous year. 
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The profit before tax and 
development rebate reserve 
has also increased to 
Rs 119.40 lakhs, recording 
an increase of R» 4.35 lakhs 
over the previous year's 
profit of Rs 115.05 lakhs. 
The directors have recom¬ 
mended a dividend of 12 
per cent on 7,57,257 equity 
shares and 9.5 per cent 
20,000 cumulative redeem¬ 
able preference shares. The 
dividends will absorb 
Rs 10,98,708, which will be 
paid out of general reserve. 

Consent from the Con¬ 
troller of Capital Issues has 
been received by the com¬ 
pany for the issue of 
7,57,257 fully paid bonus 
equity shares by capitalising 
Rs 75,72,570 out of the 
general reserve in the ratio 
of one bonus share for 
every equity share held by 
the shareholders. 

The company has received 
a letter of intent from the 
government for the manu¬ 
facture of whole range of 
milk products at Proddatur 
in the backward district of 
Cuddapah in Andhra Pradesh. 
This project will be set up 
in collaboration with the 
AndhraPradesh government. 

Bank of Baroda 

The total deposits of the 
Bank of Baroda for the year 
1975 increased by Rs 180 
crores to Rs 996 crorcs, 
recording a growth rate of 
22.08 per cent as against 
16.35 per cent for the bank¬ 
ing industry as whole. The 
banks advances also showed 
a rise of Rs 135 crores to 
Rs 651 crores, a rise of 
26.23 per cent. In keeping 
with'the rise in deposits and 
advances, the bank declared 
a net profit of Rs 290 lakhs. 


As high as 45 per cent o t 
the declared profit amount¬ 
ing to Rs 131 lakhs was 
transffered to reserves os 
against Rs 65 lakhs last 
year. In the field of branch 
expansion, the bank increas¬ 


ed branches by 60 to 
gg 7 —852 in India and 35 
abroad. Branches in the 
lead districts accounted fot 
41 per cent of total branches 
in India. 

Under the 20 point eco¬ 


nomic programme, the bank 

financed a total of J 7,600 

small borrower to U\c tvmc 
Of AS 190 lakhs, thereby 

cteating/stabilisiag employ- 

ment for 46,S00 persons. 
The balance outstanding 



Guaranteed monthly income 
for life time... 

WHOLE-LIFE MONTHLY INCOME SCHEME 


Whatever sum of money you save every month for 
7 years from now, PNB will pay you month after month, 
for the rest of your life thereafter. And your capital will 
remain intact always. This is our new scheme— 
Whole-Life Monthly Income Scheme. 

What you do Save some money with us every month — Rs. 10 
or more, as much as you like. Go on depositing 
for 84 months. Then you stop. 

What W6 do We take over. We pay you every month thereafter 
as much as you have been depositing. We will 
continue to pay you this amount for the rest of 
your life or even thereafter, to your heirs I 

Your 'Provident Fund' The beauty of It all IS that after seven years, 

you would have with us a balance equivalent 
to 120 times your monthly instalment—your 
own Provident Fund. And this will always 
remain intact 1 

Who can joii. Anyone, even minor children. You can have a 
joint account too. 

| | For further details pleas* contact our nearest branch. 

tS| purvjab national bank 
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against small borrowers 
stood at Rs 17.64 crorcs as 
against Rs 12.94 crores last 
year. 

The total disbursement 
for the agricultural sector 
was of the order of 
Rs 19 crores. The outstand¬ 
ing credit to the agricul¬ 
tural sector was Rs 60.57 
crores. The balance out¬ 
standing against small-scale 
industries by the end 
of December 1975 increased 
by Rs 10 crores to Rs 67 
crores. 

The banks outstanding 
export credit stood at 
Rs 55.13 crores at the end 
of December 1975. During 
the year the bank authorised 
more branches to handle 
foreign exchange. The bank 
in keeping with the national 
objective of promoting ex¬ 
ports, opened live branches 
in West Asia. 

Baroda Rayon 

Baroda Rayon Corpora¬ 
tion proposes to finance its 
Rs 14.5 crore project, for 
the manufacture of 2000 
tonnes of nylon tyre yarn 
and nylon tyre fabric an¬ 
nually, with borrowings of 
Rs 8.30 crores from the 

financial institutions and 
banks, Rs 5 crores from 
internal resources and 
Rs 1.2 crores from the issue 
of second preference shares. 

One of the conditions sti¬ 
pulated by IDBI, 1FCI and 
LIC provides for an option 
to convert a part of 

their respective financial 
assistance, in aggregate not 
exceeding Rs 70 lakhs in 
fully paid equity shares of 
the company of Rs UK) each 
at Rs 140 per share at any 
time between July 1979 and 

July 1981. The project is 


being set up at Udhna, 
near Surat in Gujarat 
in technical collaboration 
with M/s Unitika of Japan. 
The banks and financial 
institutions have already 
agreed to extend the finan¬ 
cial assistance in principal. 

Khandelwal Udyog 

The directors of Khandel¬ 
wal Udyog Ltd have re¬ 
ported satisfactory results 
for the year 1975 despite the 
power cut and 55 days 
strike. The value of pro¬ 
duction came to Rs 230 
lakhs against Rs 242 lakhs 
in 1974 showing a reduction 
of five per cent. The net pre¬ 
tax profit however works 
out to Rs 37.32 lakhs agai¬ 
nst Rs 31.02 lakhs in 1974. 


The directors have recom¬ 
mended a dividend of 
12 per cent on equity shares 
against 10 per cent for 
1974. The company has fully 
redeemed the preference 
shares. 

The directors have provi¬ 
ded for depreciation Rs 1.29 
lakhs (Rs 1.26 lakhs), deve¬ 
lopment rebate reserve nil 
(Rs 11,000), taxation 
Rs 24.75 lakhs (Rs 19.75 
lakhs), general reserve 
Rs 12.96 lakhs (Rs 11.27 
lakhs) and dividend Rs3.31 
lakhs (Rs 2.76 lakhs). 

The working of the cur¬ 
rent year shows encourag¬ 
ing performance. The out¬ 
standing orders at present 
are about Rs 4 crores. How¬ 


ever, for new business the 
company will have to face 
severe competition in future 
and steps are being taken 
to diversify the products. 

CGR India 

CGR-India, a joint ven¬ 
ture of CGR-France, and 
Escorts Limited, India, 
which will manufacture 
X-Ray equipment for 100 
per cent export, was inau¬ 
gurated by ProfD.P. Chat- 
topadhyaya, minister of 
commerce at SEEPZ (Santa 
Cruz Electronics Export 
Processing Zone), Bombay, 
recently. The project is a 
welcome addition to the 
zone with sophisticated 
technology and large value 
added for its export items, 


I.T.C. LIMITED 

REGISTERED OFFICE: 

37 CHOWRINGHEE ROAD 
CALCUTTA-700071 

It has come to our notice that in spite of our intimation, documents 
including share certificates, fixed deposit receipts, debenture stock 
certificates and other important papers are still being forwarded to 
Jardine Henderson Limited and not to our Registrars and Share 
Transfer Agents, CPA CONSULTANCY SERVICES PRIVATE 
LIMITED, 11/1A SAROJINI NAIDU SARANI (FORMERLY RAW- 
DON STREET), CALCUTTA-700017. 

We would advise all shareholders, debenture stock holders, fixed 
depositers and brokers to forward all documents and letters to CPA 
CONSULTANCY SERVICES PRIVATE LIMITED, 11/I A SAROJINI 
NAIDU SARANI (FORMERLY RAWDON STREET), CALCUTTA- 
700017. 

The Company is unable to take any responsibility for any delay or 
loss of documents forwarded to Jardine Henderson Limited who have 
ceased to be the Registrars of the Company. 
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and it would go a long way 
in promoting the much 
needed export. Emphasising 
the importance of export- 
oriented production. Prof. 
Chattopadbyapa said that 
the progress of the Santa 
Cruz Export Processing 
Zone had been very im¬ 
pressive. With the exports 
worth Rs 500,000 in the 
first year of its existence 
the zone exported sophisti¬ 
cated items word! Rs 5.88 
million in 1975-76 in spite 
of severe recessionary condi¬ 
tions in the world market. 

With the commissioning 
of units such as CGR, the 
zone, be said, was poised 
for achieving an ambitious 
target ofRs 50 million in 
the current financial year. 
Prof. Chattopadhyaya ex¬ 
pressed the hope that the 
geometrical progress in the 
export performance of the 
zone would grow further 
and the Indian electronic 
industry would achieve its 
export target of Rs 500 mil¬ 
lion by the first year of the 
sixth five-year Plan. 

Benefits 

Explaining the highlights 
of the project Mr H.P. 
Nanda, Chairman, CGR 
said that at the outset, 
through its association with 
CGR-France and its world¬ 
wide operations—ranking 
among the world’s leading 
manufacturers of X-Ray and 
other electro-medical equip¬ 
ment—CGR-India will have 
the benefit of the latest 
technological advancement 
in this field. 

Referring to the produc¬ 
tion programme of CGR- 
Tndia, Mr Nanda said it was 
divided in two stages. In the. 
first phase, the company 
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would manufacture 240 
‘SECURISCOP’ radioscopic 
cabins and 180'SUPRAUX’ 
remote controllex X-Ray 
tables. In the second phase, 
which would be after about 
two years, the range of pro¬ 
duction would be expanded 
to include 240 ‘SECURl- 
SCOP’ generators and 180 
‘TR1SELEX’ generators for 
•SUPRAL1X’. In the first 
year of operation i.e. from 
now till the end of 1976, 
CGR-India expected to 
export worth Rs 7.2 million, 
going upto Rs 25 million in 
the second year and Rs 45 
million in the third year. 
The turnover would have 
about 70 per cent Indian 
added value for labour costs, 
raw materials, aneillaries and 
components. 

In the international 
markets, CGR-lndia’s pro¬ 
ducts will go to the USA, 
the UK, France and Italy 
and several sophisticated 
world markets. At home, 
the rewards will be shared 
with hundreds of its 
ancillary suppliers, mostly 
from small-scale units. This 
joint venture was a 
unique example of inter¬ 
dependence of international 
knowhow and Indian skills 
which should serve as a 
booster for our electronic 
and engineering industry. 

News and Notes 

The foreign holdings in 
Pfizer will be reduced from 
"5 per cent to 60 per 
cent within a year. The 
parent holding company 
Pfizer Corps, of the USA 
currently holds equity shares 
worth Rs 4.20 crores out of 
a total paid-up capital of 
Rs 5.58 crores. The dilu¬ 
tion of foreign holding 


would be madefy a rights 
Issue of shares to the India 
shareholders. 

Sandvik Asia will be 
diluting its foreign share¬ 
holding in accordance with 
the guidelines issued by the 
government. The companies 
financial and technical 
ooliaburators Sandvik AB, 
Sweden at present hold 60 
per oent shares worth about 
Rs 1.32 crores. The directors 
of the company have pro¬ 
posed an issue of the bonus 
share for every three equity 
shares held by the share¬ 
holders by capitalising 
Rs 44 lakhs. The dilution 
will be made by an issue of 
shares at a premium to 
Indian nationals. 

Nnw Issues 

Alfred Herbert (India) is 
offering for public subscrip¬ 
tion 3.50 lakhs equity shares 
of Rs 10 each for cash at 
par. The subscription list 
opens on June 16, and the 
entire issue has been under¬ 
written. The object of the 
present issue is two-fold—to 


provide the company with a 
part of fiannee required for 
the implementation of its 
diversification project and 
also to dilute the foreign 
shareholding in the company 
from 60 per cent to 40 per 
cent. 

The company has a plant 
at Bangalore for the manu¬ 
facture of rubber and plastic 
processing machinery. The 
company is currently in the 
process of diversifying its 
product range and has 
entered into foreign techni¬ 
cal collaboration for the 
manufacture of these items. 
The diversification of the 
company is estimated 'to 
cost Rs 96.50 lakhs. As 
against a total paid-up 
capital of Rs 49.50 lakhs at 
the end of October 31,1975. 
The company paid a divi¬ 
dend of 12 per cent for the 
year 1974-75. The Company 
is also issuing 200,000 equity 
as bonus shares to the exist¬ 
ing shareholder, thereby in¬ 
creasing the total capital of 
the company to Rs 105 lakhs. 


Dividend 

(per cent) 


Name of the company 

Year ended 

Equity dividend 
declared 

Current Previous 
year year 

Higher Dividend 

General Electrodes 

Dec. 1975 

12 

10 

Lakshmi Machine 

Dec. 1975 

12 

10 

Raj Bahadur Mills 

Dec. 1975 

12 

8 

Hind Housing 

Dec. 1975 

12 

Nil 

Same Dividend 

British India Corpn. 

Dec. 1975 

Nil 

Nil 

Sandvik Asia 

Dec. 1975 

22 

22 

Lower Dividend 

Godfrey Phillips 

Dec. 1975 

10 

16 

Muller Phipps 

Dec. 1975 

Nil 

20 
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latest trends. 

In exciting Jiyajee suitings. 
Created specially for 
fashionable people like you. 
It is available in tempting 
colours and unique designs. 
Crease-free and carefree. 
Jiyajee helps make 
the good times — 

In your life even better. 
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• Llennena and Lattm of Intent 

IbB Following licences and letters of indent were issued 
under the Industrial (Development and Regulation) Act 1951 
during the month of February 1976. The list contains the 
names and addresses of the licensees, articles of the manu¬ 
facture, type of licences—New Undertakings (UN), New 
Articles (NA). Substantial Expansion (SE), Carry on 
Bosiness (COB), Shifting—and annual installed capacity, 
Details regarding licences and letters of intent revoked, 
cancelled or surrendered are also given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Ram Kishan Metal Works (Bombay) C-33, Wagle 
Indl. Estate, Thana, Maharashtra—(Thana-Maharashtra)— 
MS/HS Wires—900 tonnes—(COB; 

M/s Markfed Vanaspati & Allied Inds. GT Rd, Khanna, 
Distt. Ludhiana, Punjab -(Ludhiana-Punjab)—Plain Tin 
Containers upto 18 lir capacity- 1000 mt only—(COB) 

M/s Decor Steel Pvt Ltd-, I Madhya Marg, Sector 7-C, 
Chandigarh—(Ballabhgarh-Haryana)—Steel Pipes and Tubes 
—10,000 tonnes—(COB) 

M/s K..R. Steel Union Pvt Ltd.. "Everest House, 10th 
Floor, 460, Chowringhee Road, Calcutta—(Kalyani-Nadia- 
West Bengal)—Mild Stoel Ingots Electrode Quality Carbon 
Steels, Forging quality carbon steels. Hardening and 
tempering quality carbon steels; Carbon-Manganese, and 
Silico; Manganese qualities of spring steels; Carbon Tool 
Steels; Case Hardening quality carbon steels; Free cutting 
quality carbon sulphur steels 18,000 tonne—(COB) 

M/s Bharat Barrel & Drum Mfg Co Pvt Ltd., No 95, 
Ferguson Road, Lower Parcl, Bombay- (Kali Prasanna- 
Singhee, Road Cossiporc-Calcutta - Steel Barrels made from 
18G steel sheets—4458 mt. per annum - (COB) 

M/s National Wire Inds 41, Kallawalan, Delhi Gate, 
Ghaziabad—(Ghaziabad-Uttar Pradesh)—M.S. Wires—350 
tonnes—(COB) 

M/s Surrenora Tubes & Steel Pvt Ltd., 24, Baroda Street, 
Iron Market, Bombay—(2nd Pokhran Road, Majiwada)— 
(Thana-Maharashtra)—Steel Pipes and tubes—10,000 tonnes 
p.a—(COB) 

M/s Eastern Steel & Alloys Co Ltd., Sitpukhuri, Gauhati 
—(Bangaigaon-Assam)—Bars, Angles, Tees, Channels, Joists 
and flats-8,100 tonnes—(COB) 

M/s Nava Bharat Ferro Alloys Ltd "Nava Bharat House” 
6-3-654, Somajiguda, Hyderabad—(Kothagudam. Disst— 
Khammam-Andhra Pradesh;—Ferro silicon from 10,000 
tonnes to 20,000 tonnes after expn—(SE) 

M/s Chokshi Tubes Co (PJ Ltd., Yusuf Bldg, 2nd Floor, 43, 
M.G. Rd, Fort, Bombay—(Ahmedadad-Gujarat)—Stainless 
steel tubings of smaller capacity of following sizes:—9 mm 
OD to 0.3 mm Diameter; 0.5 mm to 0-07 mm thickness— 
within existing licensed capacity of 840 tonnes p.a—(SE) 
Boilers and Steam Generating Plants 
M/s Thermax (India) Pvt. Ltd D13, MIDC Indl. Area, 
Chinch wad, Poona—(Poona-'Maharashtra)—Boilers for Solid 
and multifuel firing for waste-heat including stokar ranging 
from 2 tonnes to 50 tonnes per hour evaporation capacity- 
3000, tonnes—(NU). 

Electrical Equipment 

M/s Elico Pvt Ltd; 17/B, Indl. Estate,Sanatnagar, Hydera¬ 
bad—(Hyderabad-Andhra Pradesh)—Professional grade 
Switches—2-million nos p a—(NU) 


M/a Jayant Meial Mfg Co, Pvt Ltd, 16, Sayani Road, 
Bombay—(Bombay-Maharashtra)—Supper Enamelled copper 
Wire—650 tonnes to 1000 tonnes after expn—(SE) 

M/s West Bengal Electronics Industry Dev. Corpn. Ltd; 
225-E, Acharya Jagdish Chandra Bose Rd, Calcutta— 
(Calcutta-West Bengal)—Hard and Soft Ferrites—50 tonnes 
-(NU) 

Sh B.K. Gupta, 802, Joshi Road, New Delhi-5—(Ghazia¬ 
bad-Uttar Pradesh)—Automotive ft Signal Batteries—1.2 
lakh nos; Stationary Cells—0.10 lakh nos; Traction Batteries 
—0.10 lakh nos—(NU) 

M/s Century Rayon, Industry House, 159, Churchgate 
Reclamation, Bombay— (Sanat Cruz EPZ-Maharashtra)— 
C/MOS-LSI Arrays—10,00,000 pieces; Electronic Watches 
—5,00,000 pieces—(NU) 

M/s Indian Cable Co Ltd, 9 Hare Street, Calcutta— 
—(Jamshedpur-Bihar)—Finer Gauges of Enummelled Wires 
(42 SWG & Thinner)—50 tonnes-(SE) 

M/s Power Build Pvt Ltd; Post Box No 28, Valtabha 
Vidyanagar, Gujarat—(Anand Distt Kaira Gujarat)—Electro- 
Magnetic Electronic Belt Weighers—75 nos; Metal 
Dotactors—75 nos; Constant Weight feederslO ros—(NA) 

M/s Electronics Corpn of India Ltd; Indl. Dev Area, 
Cherlapalli, Hyderabad—(Hyderabad-Andhra Pradesh)—Pro¬ 
fessional & Custom-built recording System ard tape decks 
such as; Cockpit voice recorders for Indian'’Air Lines and 
Indian Air Force; Army Tape Recorders; STD Recorders— 
200 nos; Digital Cassette Tape Recorder Readers—40 nos— 
(NA) 

M/s Precision Circuit Boards (India) Ltd,,410, Apeejay 
House,Bombay Samachar Marg, Bombay—(Sanat Cruz EPZ- 
Maharashtra)—Plated thru Hose—100,000 sqft; Plating 
Line—100,000 sq ft; Fluxing Line— 600,000 sq ft; Soldering— 
250,000 sq ft-(NU) 

M's Wadco Tools Pvt L*d, 8, Candy House, Mandiik 
Road, Bombay—(Ghaziabad—*U. P.)—Pneumatic and Power 
Screw Drivers—2500 nos; Pneumatic ft Power Drills—1000 
nos; Pneumatic ft Power Nut Runners—1000 nos; Pneumatic 
& Power Senders—400 nos; Pneumatic ft Power Grinders 
-<1000 nos; Mlsc. & Special Purpose Tools like Chippers, 
Rammers, Aircraft Tools etc—1500 nos—(Total : 7,400 
nos—(NU) 

M/s The Standard Batteries Ltd, Vakolu, Santa Cruz, 
Bombay—(Madras-Tamil Nadu)—Miners Cap Lamp Batteries 
—3.24 lakh nos—(SE) 

M/s Bharat Electronics Ltd, Jalahalli Bangalore— 
(Bangalore Karnataka)—Electronic/wireless equipment and 
Allied apparatus Wortlt....Rs 45 crorcs- {SE) 

Transportation 

M/s Accurate Ancillary Products Pvt Ltd; B-26, Pam posh 
Enclave, Greater Kailast Part I, New Delhi—(Mohinderg&rh 
Haryana)— -Clutch Facing : Moulded, Metallic Moulded 
—10,0 \CO0 Nos; Woven Type, Metallic Woven—10,00,000 
nos; Benderisation of Discs (steel)—200,000 nos; Clutch 
kits with facings and segments of friction meterials— 
5,00,000 nos; Steel Discs; 5,00,000 nos; Total 32,00,000 
nos—(N.U.) 

M/s The Bihar State Indl Dev Corpn Ltd; Bandar Bagicha 
Patna—(Pat na-Bihar)—scooters—30,000 nos—(NU) 

Industrial Machinery 

M/s Chowgule Engg. Co (P) Ltd; Chowgule House 
Marmugao Harbour, Goa - (Mormugoa-Harbour-Goa)— Parts 
components ft spares for Mining machines Churn 
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Drills Wagon Drills Jack Hammers ft Screens etc—360 
tonnes—(COB) 

Chemical Machinery 

M/s Richardson & Cruddas (1972) Ltd; Bpeuila Bombay 
Iron Works P O No 4503 Sir J. J. Rd Bombay—(Bombay- 
Maharashtra)—Pressure Vessels—600 tonnes; (ii) Heat 
Exchangers—160 tonnes; Boilers House Equipment for 
sugar plants-1100 tonnes; Structural items like chimmneys 
shells and Furnace-1,100 fonnes—(N A) 

M/s SLM-Maneklal Inds. Ltd; Vatva Taluka Dascroi, 
Ahmcdabad — (Vatva-Ahmedabad-Gujarat) — Hydraulic 
Presses for Metal forming. Wood and plastics-20 nos; 
Hydraulic Presses for Rubber and other Elasomers—16 nos 
-(NA) 

M/s Jain Tube Co Ltd; D-20 Connaught Place New Delhi— 
(Ghaziabad-Uttar Pradesh)—High Frequency Tube Welders 
—12 nos—(NA) 

Industrial Machinery 

M/s Usha Atlas Hydraulic Equipment Ltd; 14 Princep 
Street, Calcutta—(Calcutta-West Bengal)—Truck Mounted 
Hydraulic Cranes and its Accessories Excluding manu¬ 
factures of truck chasis)-200 nos—(NU) 

M/s Dass Hitachi PvtLtd;21-A Janpath New Delhi- 
(Ghaziabad-Uttar Pradesh)—Thermostats for refrigerators; 
Air Conditioners and other appliances—90,000 nos—(NA) 
Machine Tools 

M/s Shriram Bearings Ltd; 3A Shakespeare Sarani 
Calcutta—(Ranchi-Bihar)—Ball Flashing Machines Ball 
Grinding Machines; Ball Lapping Machines; Ball Tumbling 
Machines—60 nos—(NA) 

Agricultural Machinery 

M/s Bihar State Agro Inds Dev Corpn Ltd; Boring Road, 
Bihar—(Patna-Bihar)—Kubota Power Tillers; Model ER 90 
N/KMB 200 5,000 noS-(SE) 

Engineering Industries 

M/s Mutual Plastics, Nilam Mansion, 2nd Floor Tribhavan 
Road, Bombay—(Vapi-Gujarat)—Plastic Moulded Goods - 
577 tonnes—(COB) 

M/s A. B. S. Plastics Ltd; 6-B, Jadav Chambers. 1st Floor 
Ashram Road, Ahmedabad-^Baroda-Gujarat)—A.B.S. Resins 
—2,000 tonnes—(NU) 

M/s Dagger Forst Tools Ltd; First Pokhran Rd Thana- 
(Thanan-Maharashtra)—Gauges—3000 nos—(NA) 

Shrce Vallabha Glass Work, Ltd; Anand-Sojitra Road, 
Vallabha Vidyanagar, Gujarat—(Anand-Kaira-Gujarat— 
Polyvinyl Butyral Foils—0.75 MCM -(NA) 

Chemicals 

M/s Gangappa Cables Ltd; Uppal Road, Hyderabad ~ 
(Hyderabad-Andlira Pradesh)—Wire Enamels—75 tonnes to 
280 tonnes—(SE) 

M/s The Ahmcdabad Mfg. ft Calico Printing Co Ltd; 
Calico Chemicals Plastics ft Fibres Division, Anik Chembur 
Bombay—(Bombay-Maharashtra)—Polymers ft Copolymers 
of Vinyl Pyrrolidonc-50 tonnes—(NA) 

.M/s Rishi Gases (P) Ltd;4-E Vandhna, 11 Tolstoy Marg 
New Delhi—(Bilaspur-Madhya Pradesh)—Oxygen Gas-1.00 
MCM; Dissolved Acetylene Gas-0.20 MCM— tNU) 

M/s Western India Match Co Ltd; Indian Mercantile 
Chambers Nicol Road, Ballard estate, Bombay- Soudium 
Ammonium & Potassium Perchlorates from 50 tonnes 
to 500 tonnes—(SE) 

M/s Sudarshan Chemical Inds Ltd; 162 Wellesley Road, 
Sangam Bridge, Poona—(Kolaba-Maharashtra)—3.3 Dich- 
lorobenzidine Dihydro-chloride—300 tonnes—(NA) 


M/s Mandovi Shipyard Pvt Ltd ; Kadar Manzll P B No 34 
Marpto Goa—(Margao-Goa)—Oxygen Gas-1.12 MCM— 

Dyestuffs 

M/s Seshyadri Dyestuff ft Chemicals Ltd; Mufatlal House 
Bombay—(Poona—Maharashtra)—Michler’s Hydrol—100 to¬ 
nnes—(NA) 

Drugs and Pharmaceuticals 

M/s Uni-UCB Pvt Ltd' 22 Bhulabhai Desai Road Bombay-26 
—Jogeshwari-Bombay-Maharashtra)—Vasparex Tabless—5.2 
million nos—(NU) 

M/s Indian Drugs ft Pharmaceuticals Ltd; N-12 South 
Extension, New Delhi—(Rishikesh-Uttar Pradesh;—Capsules— 

7 Million nos; Formulations of Ampicillin Corresponding of 
Arapicillin—2.5 tonnes in terms of Bulk drug—(NA) 

M/s Indian Drugs ft Pharmaceuticals Ltd; (A Govt, of 
India Undertaking) N-12; South Extension Part I, New Delhi 
-(Hyderabad-Andhra Pradesh)—Primaquine Phosphate—1.05 
tonnes—(NA) 

M/s Indian Drugs & Pharmaceuticals Ltd; N-12 South 
Extension Part I, New Delhi—Hyderabad—Andhra Pradesh— 
Pethidine Hydrochloride-1000 kgs. tonnes—(NA) 

M/s Unichcm Laboratories Ltd; “Unichem Bhavan” S. V. 
Road Bombay—(Maharashtra)-Tablets of Propylphenazone 
Paracetamol and Caffeine-12 million nos—(S E) 

M/s Hoechst Pharmaceuticals Ltd; Ramon House, Backbay 
Reclamation-Bombay—(Bombay-Maharashtra)—Foot ana 

Mouth Disease Vaccines—10 million doses after expn- (S E) 
Textiles 

M/s Hcmlatha Textiles Ltd; Ralli House, 320, Linghi 
Chelty Street, Madras—(Guntur-Andhra Pradesh)—Cotton 
Yarn-25,000 spindles-(S E) 

M/s Vikas Woollen Mills, 1104, Kucha Natwan, Chandni 
Chowk, Delhi-6—(Alwar-Rajasthan)—Shoddy Yarn—600 
shoddy spindles—(N U) 

M/s Kalindi Woollen Mills (P) Ltd; D-2 Maharani Bagh, 
New Delhi— (Bulandshahar-Utter Pradesh) - Shoddy Yarn- 
600 shoddy worsted Yarn/spindles—(NU) 

M/s Jagatjit Cotton Textile Mills Ltd; Thapur House, 124, 
Janpath, New Delhi—Kapurthala-Punjab)—Cotton Cloth, 
1240 looms after expan (by installation of 168 additional 
looms of indigenous make—(S E) 

M/s Wool Fibres (India) Ltd; D-2, Maharani Bagh, New 
Delhi—(Butandshahr—Uttar Pradesh)--Shodiy Yarn—500 
spir.dles—(U N. 

Paper and Pulp 

M/s Sivalik Cellulose Pvt Ltd; Flat No 4 "Dakshineswar’’ 
No 4, Hailey Road New Delhi Writing ft Printing Paper- 
9,900 tonnes—(N U) 

M/s Godavari Paper Mills Pvt Ltd; PB No 74 Eastern 
Express Highway, Thana-1— (Budni-Madhya Pradesh)—Paper 
ft Board'Writing & Printing & Kraft Paper)-!5,000 tonnes 
-(N U) 

M/s Seshasayec Paper ft Boards Ltd; Palfipalayam 
Cauvery R S P O Salem Distt—(Pallipalayam-Tamilnadu— 
Pulp—15,000 tonnes, Paper and Paper Boards—15 000 tonnes 
(after expn 50,000 tonnes each of Pulp and Paper Board)— 
(SE) 

M/s Siddho Mai Paper Conversion Co A-6, Connaught 
Place, New Delhi—(Ghaziabad-Uttar Pardesh)—M G Packing 
and Wrapping Paper and M F Paper—6,000 tonnes—(N U) 

M/s Punalur Paper Mills Ltd; Punalur (Kerala) (Punaiur- 
Kerala)—High Strength Kraft Paper, abrasive base paper 
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A Cable Insulation Paper—33,000 tonnes to 50,000 tonnes 
after expn—(SE) 

Soger 

M/s Pravara Sahakari Sakhar Karkhana Ltd; Taluka 
Shrirampur, Distt Ahmadnagar (Mah)—(Maharaahtra)- 
Sugar-1,000 tonnes daily cane crushing capacity per day to 
4000 tonnes daily cane crushing capacity per day after expn— 
(SE) 

Fermentation Industries 

M/s Madhya Pradesh State Inds Corpn Ltd; Maheshwari 
B ha van, Civil Lines, Bhopal—(Rallam- Madhya Pradesh)— 
Beer 50,000 HL~(N U) 

Food Processing Industries 

M/s Foremost Dairies Ltd; 138/144 Govt Indl Estate P B 
No 7662Kandtv!i (West) Bombay-67 NB—(Saharanpur-Uttar 
Pradesh)- Skimmed Milk Power—2400 tonnes per annum— 
(COB) 

Vegetable Oils snd Vansspatlti 

M/s Farmer's Co-op Oil Seed* Processing Society Ltd; 
BinkadakaUi Distt Dharwar Karnafaka-—(Dharwar- 
Karnataka)—Groundnut edible Oil 10,000 tonnes in terms 
of seeds—(NU) 

M/s Jayalakshmi Cotton & Oil Products Pvt Ltd; Pereche- 
ria Guntur-Machorla Rd. Guntur Distt AP—(Guntur-Andhra 
Pradesh) - Cottonseed Oil—30,000 tonnes in terms cotton 
seed—(SE) 

M/s Roshan Lai Oil Mills, MansaRoad Bhatinda-Punjab— 
(Bhatinda-Punjab Cotton Seed Oil and other Products of 
Cotton Seed—55,000 tonnes in terms of cotton Seed—(NU) 

M/s JaycntOil Mills, 13 Sitafulwadi Mazgaon PBNo 6209, 
Bombay (Bombay-Maharashtra)-Caster Oil fatty acids— 
3600 tonnes- (NA) 

Toilet Preparations 

M/ The Delhi Cloth A Grnl Mills Co Ltd Bara Hindu 
Rao, Delhi—(Delh>)—Glycerine-365 tonnes— (NA) 

Rubber Goods 

M/s Fenner (India) L'd, Pandyan Bldg West Vali Street 
Madurai—(Madurai Tamilnadu)-'O' R ngs—from 24,70,000 
nos to 40,00,000 Nos: Synthetic & Natural rubber and 
Moulded Products and Synthetic Rubber to Metal bounded 
Products from 24.80,000 nos to 50,00,000 nos- (SE) 

Leather Goods 

Sh K M Muhamad Abdul Khadar, VV Koil St (Periampet- 
Madras—(Dindigul Tamil Nadu)- El/’Wet Blude/Scmi 

Finished Leather from G «it and Sheep skins-14.5 lakh nos— 
(NU) 

M/s Mohamed Bashecr & Co Tanners & Exporters, 
Narsampct Road, Warangal (AP)—(Warangal-Andhra 
Pradesh)- E I Tanned Goat A Sheep skins—5.90 lakh nos 
-(NU) 

M/s AP Tanneries Ltd: Viz-anaga ram-3 (AP)— (Vizianaga- 
ram-Andhra Pradesh)—Finished Leather from hides—2,00.000 
nos—(NU) 

M/s Pioneer Tanneries A Glue Works—Jajmau-Kanpur— 
Vegetable tanned linisned leather from hides-l .5 lakh nos; 
Chrome Tanned unfinished, finished leather from hides—3 
lakh nos—(NU) 

Glass 

Dr D. V. Sood 1101, Asha Deep Hailey Road New 
Delhi-110001— (S.kanderabad-Bulandshar Uttar Pradesh)— 
Glass Textiles and reinforcement-2,000 tonnes—(NU) 

Cement and Gypsum Products 

M/s Cement Corpn of India Ltd; 'Herald House’ 5-A 


Bahadur Shah Zafar Marg New Delhi—(Jawad Mandsaur- 
MP—Port Land Cement—4 lakh tonnes p a—(NU) 

Letters of Intent 

Metallurgical Industries (Ferrous) 

M/s Sudarshan Steel Rilling Mills; 601 Motiram Road 
Shahdara Delhi—(Shahdara Delhi)—Steal Nuts & Bolts-1,200 
tonnes—(NAj 

Fuels 

M/s The Singarcni Collieries Co Ltd; Kothagudem 
Collieries FO Khamman District—(Adilabad-Andhra Pradesh) 
—Coke (410,mm size),—5,14,000 tonnes; Coke Fines (410 nun 
size)—1,68,300 tonnes; Coal Tar Fuel-]4.000 tonnes; Timber 
Creesete-4,000 tonnes; Disinfectant Creeselt—3,500 tonnes; 
Phcne!s6—600 tonnes; Crcesetes—700 tonnes; Xylen.de—250 
tonnes—(NU) 

M/s Andhra Pradesh Industrial Development Corporation 
Limited, B-l-174, Fateh Maidan Road Hyderabad—(Visakha- 
patnam A. Pradesh)—Navigational (Merchantship) Radar 
Systcm-12 nos; Echo Sounders-12 nos; Fish Finders—25 nos; 
Ship speed Logging Equipment—12 nos; Gyro Compass- 
12 nos—(UN) 

M/s R Go pal, 44*Al Burkitt Road T Nagar Madras; 
(United International Distributors)—North Arcot Tamil 
Nadu)—Hard Rubber Containers for Storage Battery-*! lakh 
nos—(NU) 

M/s Usha Rectifier Corporation (India) L<d; 12/1, Delhi 
Mathura Road, Faridabad- (Fandabad-Haryana)—High 
Voltage Rectifier stacks & Miniature Solcnium Rectifiers 
*10 lakh nos; Electrostatic Sdenium-Coated Photo-copying 
Plates-10,000 nos—(NA) 

M/s Transformers & Electricals Kerala Limited, Angamal- 
ly South P O Emakumal--(Ernakulam-Kerala)—Bushings 
upto 400 KV-750 nos; On-Load Tap Changers upto 400 KV- 
170 nos—(SE) 

M/s India Midget Electrode Limited, New House, Bamini 
Maidan, Gauhati-(Kamrup—Assam)—Midget Electrodes— 
300 r.os-(NU) 

M/s Nippen Electronics (India) Pvt Ltd; Bull Temple 
Road, PB No 1905, Bangalore—(Bangalore— Karnataka)— 
Electrolytic Capacitors—5 million nos—(NA)—Sub Expansion 
Plastic Film Capacitors—20 million nos—(SE) 

M/s Kerala State Electronics Development Corpn Ltd; 
'Keltron House’, Vellayambalam, Trivandrum—(Kerala)— 
Magenetic Tapes in the form of Cassettes/Spools—75 mill 
running metres—(SE) 

M/s Prefecle Enginercing Pvt Ltd; Beaumon Chambers, 
27/33, Medows Street, Bombay—(Kandivli-Maharashtra)— 
Drafting Aids for Electronic printed Circuit .*'.—Black tape 
and Diccutproducts-40,000rolls; Red and Blue Tape and 
Diecut products—10.000 rolls—(NA) 

M/s Punjab State Industrial Development Corporation 
Limited, SCO.54-65, Sector 17-A, Chandigarh—(Ropar- 
Chandigarh)—Power Diodes (below 30 amps)-3 lakh nos; 
High Power Diodes (30 Amps)—20,000 nos; SCR’s (below 
30 Amps)—3 lakh nos; SCR’s (above 30 AMPs) 20,000;nos; 
Power Transistors (over 20 AMPs)—3 lakh nos; Integraped 
Circuits—2 lakh nos-(NU) 

Transportation 

M/s Injecto Pvt Ltd; 20/5, Mathura Road, Faridabad— 
(Giirgaon-Haryana)—Fuel Injection Pipes and Oil Pipes—£ 
lakh metres—(NA) 

. M/s' Garden Reach workshops Ltd; 43/46, Garden Reach, 
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(Calcutta-West Bengal)—Hatch Covert for ships—23 sets 
p.a—(NA) 

Industrial Machinery 

M/s National Machinery Manufacturers Ltd; Stadium 
House, 81-83, Veer Nariman Road, Bombay^Surat—Guja¬ 
rat)—Draw Frames—180 nos. (SE) 

M/s Batliboi & Co (P) Ltd: Appeejay, 6th Floor, Bombay 
—>(Surat—Gujarat) Water pollution control system and 
equipment for reclamation treatment and conservation of 
industrial/public health engineering effluents—50 instal¬ 
lations—(NU) 

M/s National Machinery Manufacturers Ltd; Stadium 
House, 81 -83, Veer Nariman Road, Bombay—(Baroda-Guja- 
rat)—Fly Frames—240 nos p.a—(SE) 

M/s Mining & Allied Machinery Corporation Ltd; P.O. 
Durgapur-10. Dist: Burdwan—(Burdwan-West Bengal)- 
100 tonnes capacity Hydraulic installation each set compris- 
ing of .-Chock—50 nos; Rams (Pushera)—50 nos; Optional 
Power Pack— no. & Accessories like hoses T Joints Clamps 
etc—20 sets.(470 tonnes); Ram & Steel (Pusher) installation 
each set comprising ofRams (Pusher)—23 nos; Stell Props 
—25 nos; Optional Power Pack—1 no and accessories like 
hoses T Joint Clamps, etc—25 sets—156.23 tonnes); Double 
Drum Shearer—50 nos—(800 tonnes)—(NA) 

M/s T. Maneklal Mfg. Co Ltd;Vaswani Mansion, Dinshaw 
Vachha Road, Bombay—(Bombay-Maharashtra)—Direct 
Beaming Plant — 20 nos (NA) 

Machine Tools 

M/s Alfred Herbert (India) Ltd; 13/3, Strand Road, 
Calcutta—(Bangalore-Karnataka)—Column type Drilling 

Machines—300 nos; Automatic Turret type Drilling Machin¬ 
es with numberical control—12 nos; Servomatic Control 
Units—(Unit Heads)—53 nos; Internal Grinding Machines 
(Automatic model having a maximum bore capacity of 241 
mm and hand feed model having a maximum bore capacity 
of 305 mm)—10 nos: Centreless Grinding Machines—(Capa¬ 
city of maximum diameter upto 228.6 mm) (9)—12 nos- 
(NA) 

M/s Sahyadri Udyog, D-2/65, MIDC Pimpri Industrial 
Area, Chinchwad, Poona—(Poona-Maharashtra)—Industrial 
Furnaces—45 nos,—(SE) 

Engineering Industries 

M/s Associated Bearing Co. Ltd; Mahatma Gandhi 
Memorial Building, Netaji Subhas Road, Bombay—Forged 
Htnd Tools—6,000 tonnes p.a - (NU) 

M/s Punjab State Industrial Development Corpn Ltd; 
SCO 54,55 & 56. Scctor-17-A, Chandigarh—(Ropar-Punjab) 
—Rock Roller Bits—3,000 nos. p.a---(NU) 

Industrial Instruments 

M/s Larsen & Toubro Ltd; L AT House, P.O. Box No. 
278, Ballard Estate, Bombay—(Maharashtra'—Steel Plant 
Valves—40 nos (NA) 

M/s Larsen & Toubro Ltd; L & T House, P.O. Box No. 
278. Ballard Estate, Bombay--(Maharashtra)—Pipe-Line 
Valves—75 nos—(NA) 

Chemicals Other than Fertilisers 

M/s Plastic Resins & Chemicals Ltd: 15-A, Hornimun 
Circle, Fort, Bombay-~-(Tirunelveli-Tamil Nadu)—Oxygen 
(for sale in the market) - 0.36 M.C.M — (NA) 

M/s Straw Products Ltd; Nehru House, 4-Bahadur Shah 
Zafar Marg, New Delhi—(Koraput-Orissa)—Caustic Soda— 
16,509 tonnes; Chlorine for corresponding capacity—14,000 
tonnes (NU) 

M/s Modern Metal Moulders (Assam) Ltd; Industrial 


Estate, Gauhati-21—(Bongaigaon.tGoalpara, Assam)— Oxy¬ 
gen—1 M.C.M. D/Acetylene—0.20 MCM- (NU) 

M/s Five Star Industrial & Engineering Co. (P) Ltd; Dal- 
mal Court, Flat No. 5. Worli Sea Face, Bombay—(Auranga- 
bad-Maharashtra)—Synthetic Resins, such as mcdifiedalkyds 
Theneltcs maleics, acrylycs Polyester Resins, epoxy resins, 
polyamide resins, polyvinyl formal and polyvinyl butyral— 
1,000 tonnes—(NU) 

M/s Stretch Fibres (India) Ltd; 20, Haines Road, Maha- 
laxmi, Bombay—Nagpur—Maharashtra—Polyester Filament 
Yam—135 tonnes—(NA) 

Shri R. D. Shroff. Excell Estate, Swami Vivekanand Road, 
Goregaon West, Bombay—(Broach-Gujarat)- -Phosphorus 
Pentasulfide—3,003 tonnes; phosphorus trichloride—2,000 
tonnes; phosphoric Acid—2,500 tonnes—(NU) 

Shri T. Rajagopal Rao, 1-15-6, Oyer Bridge Road, Viziana- 
garam (AP)—(Vishakhapatnam—A .Pradesh)—Leather Fi¬ 
nishes—1,000 tonnes--(NU) 

Drugs and Pharmaceuticals 

The Chemical, Industrial A Pharmaceutical Laboratories 
Ltd; 289 RcIlasisRoad, Byculla, Bombay- -(Bcmbay-Maha- 
rushtra)—Hydrochlorothiz de—200 Kgs; Direma Tablets (ba¬ 
sed on Hydrochlorothiozidc)—5 million nos—(NA) 

Shri R.A. Sikaria, 5-9-270, John's Lane, Gunfoundry, Hy¬ 
derabad—(Mcdik-Andhra Pradesh)— Bulk Drugs ; Theophy¬ 
lline—30 tonnes; Aminophylline—30 tonnes; Chloram pheni- 
col—50 tonnes; 8-Hydroxyquinaline and Halogenated Deri- 
vasives—50tonnes; Formulations : Based on the above bulk 
drugs to the extent of 70% of the annual capacity—(NU) 

M/s Indian Drugs & Pharmaceuticals Ltd; N-12, South 
Extension, Part-I, Ring Road, New Delhi—(Hyderabad- 
Andhra Pradesh)—Prenylamine Lactate Formulation—30 
million tablets—(NA) 

Shri M. K. Nathany, 5*A, Muktaram Babu St., Calcutta— 
Medak—Andhra Pradesh)—Chloroquin Phosphate—20 ton¬ 
nes—(NU) 

Textiles 

M/s The Commonwealth Trust Ltd; Calicut-1—(Kozhiko- 
de-Kerala)—Hand Woven Fabrics—1,68,000 Metres by ins¬ 
talling 121 handlooms • (NU) 

M/s Shiv Silk Mills, Jolly Bhavan No. 2, 7 New Marine 
Lines, Bombay—(Maharashtra)—Synthetic Yarn Knitted 
Fabrics—Installation of 4 Warp Knitting Machines -(SE) 
Paper and Pulp 

M/s Millard Industrial Corpn. 2-Barubourne Road, Cal¬ 
cutta-1—(Nadia—West Bengal)—Kraft ard Wrapping paper/ 
Boards—9,000 tonnes—(NU) 

Shri V.K. Bhalia, C/o M/s Eastman Consultants Pvt. Ltd; 
1103, Prasad Chambers, Near Roxy Cinema, Bombay— 
(Broach-Gujarai)—Krafi Paper, Lew and High Grammage; 
Poster Paper such as Blue, Match, Coloured Poster, etc; 
Label Paper; Total; 3,3CO tonnes—(NU) 

M/s Hindustan Paper Corpn. Ltd; D-44, NDSE Part II, 
Niw Delhi—(Cachar-Assam)—Writing and Printing Paper— 

1 lakh tonnes—(NU) 

M/s Mysore Paper Mills Ltd; 13/A Rajamahal Vilas Ex¬ 
tension, P.B. No. 609, Bangalore—iBhadravati, Shimoga— 
Karnataka)—Newsprint—60,000 tonnes; Magazine Grade 
Printing, Paper—15 000 tonnes; Wri’ing, Printing and spe¬ 
cialty Papers—37,000 tonnes—(^E) 

Food Processing Industries 

M/s Patiala Distillers & Manufacturers Pvt, Ltd; Village 
Main, Patiala—(Kota-Rajasthan)—Modified & Refined Guar 
Gum, such as Oxidised Guar Gum, Carboxymelhalated 
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Guar Quffl. Hydroxyalkalatcd Guar Gum, and similar Carbo¬ 
hydrate modifications—2,700 tonnes—(NU) 

Vegetable Otis and VanaspatM 

M/s Virendia Kumar Mohatta, Mustafa Building, Sir P.M. 
Road, Bombay—(Gujarat)—Caster Oil; Refined Caster Oil; 
Dehydrated Castor Oil; Sulphonated/Blown Castor Oil; 
—21,000 tonnes in terms of Caster Seeds; Sebasic Acid—600 
tonnes, Capryl Alcohal-525 tonnes—(NU) 

. M/s Raichur Agricultural Produce Marketing and Proces¬ 
sing Cooperative Society Ltd; Shop No. 66 & 67, Rajendra 
Gunj, Raichur—(Raichur-Karnataka)—Groundnut Oil— 
9,000 tonnes in terms of groundnut seeds—(NU) 

Glass 

M/s Pondicherry Industrial Promotion Development and 
Investment Corpn. Ltd; Pondicherry—(Pondicherry)—Glass 
Bottles—18,000 tonnes—(NU) 

Timber Products 

Shri J.N. Kaila, Bunglow No. 236, Sector 18-A, Chandi¬ 
garh—(Solan-Himachal Pradesh)—Safety Matches;4.5 lakh 
to 5 lakh gross boxes—(NU) 

Shri Kamal Kishore Kela, 4-Srinagar Colony, Indorc-1— 
Betul-Madhya Pradesh)—Plywood of all types. Block Boards, 
Flush Doors and Vaneers, Except Tea-chest Plywood—3 
mill sq Metres—(NU) 

M/s Wood Craft Products Ltd; 9/1, R.N. Mukhcrjee 
Road, Calcutta—(Jeypore, Dibrugarh—Assam)—Plywood of 
all types including Block Boards & Flush doors excluding 
Tea-chest Plywood—4.10 Mill sq Metres—(SE) 

Change in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

From M/s Monoplast & Copper Laminates Company, 
Ahmedabad to M/s Metro Wood & Engineering Works 
(P) Ltd; Ahmedabad. 

From M/s Orient Weaving Mills Pvt. Ltd. to M/s Orissa 
Textiles & Steels Ltd; Cuttack. 

From M/s Empire Dyeing & M anufacturing Co. Ltd. 
to M/s Garlick Engg. (A Division of Empire In dustrie 
Limited). 

Licences Revoked or Surrendered 

(Information pertains to particular licences only) 

M/s Dunlop India Limited; 16-Parliament Street, New 
Delhi—Bicycle Rims—(Cancelled) 

Letters of Intent Rejected or Cancelled 
(Information pertains to particular letters of intent only) 
Dr. K.M. Rao, Lenin Bhawan, Main Road, Vijayawada— 
(Andhra Pradesh)—Oxygen—1.CO MCM, D/Acetylene—0.20 
MCM. 

Shri Raisahab Krishan Lai Johar, Mg. Dir., D.C. Johar 
& Sons, Coimbatore—(Visakhapatnam)—O : 1.00 MCM; 
D/A : 0.20 MCM; N. ; 0.50 MCM 
Shri Om Parkasn Gupta, 189, Patliputra Colony, Patna— 
(Patna—Bihar)—O : 1.00 MCM 
Shri Hira Lai Aggarwa! c/o Ranchi Non-Ferrous Metal 
Industries, Uppar Bazar, Ranchi, Bihar—(Daltagapj—Bihar) 
-O : 1.00 MCM; DA : 0.20 MCM; N. : 0.50 MCM 
Dr. Nirmal, 9/1653, Ba'ajit Road, Surat— (Baroda — 
Gujarat)—O ; 1.00 MCM 

Shri Rajendra Singh, 4th Floor, Shree Vijaya Bhawan, 
2-B,- A'tamount Road, Bombay-26 —(Himatnagar—Guja¬ 
rat) —O : 1.00 MCM 

Shri Pritam GjoI, C-192, Defence Colony, New Delhi— 


(Gurgaon-Haryana)— O : 1.00 MCM; DA : 0.20 MCM; N : 
0.50 MCM 

M/s Haryana Oxygen Pvt. Ltd; Shakpura Kothi, P.O. 
Hansi, Hissar—(Hissar—Haryana)- O : 1.60 MCM; DA: 
0.20 MCM; N : 1.00 MCM; A ; 0.05MCM; Nitrcous Oxide : 
100 tonnes. 

M/s Madras Oxygen & Acetylene Co., 6-Saradambal 
Street, Gokulam Colony, T-Nagar, Madras—(ErnakuJam— 
Kerala)—O : 0.288 MCM (By-product) 

M/s The Southern Gas Ltd;‘Lovcdale’, Church Landing 
Road, Cochin—(Shertalai—Kerala)—N ; 8.64 MCM; A : 
0.15 MCM 

Shri Suresh Aggarwal, Baghahra, Raipur, M.P.--(Itarsi— 
Madhya Pradeh)- O : 1.00 MCM; DA : 0.20 MCM 
Shri Jai Parkash Agarwal, Jai Electronics, 10, Industrial 
Estate, Raipur— (Raipur—Madhya Pradesh)- O : 1.00 

MCM; DA : 0.20 MCM 

M/s Eastern Oxygen & Acetylene Ltd; C/O M/sK. 
Worah & Co. (P) Ltd; Jharia, Dhanbad i Bhilai—Madhya 
Pradesh)-O : 1.00 MCM; DA : 0.20 MCM 
M/s Krishna Steel (Billets'! Pvt. Ltd; 29-30, Vaswani 
Mansion, 120, Dinshaw Vachha Road, Bombay-20.- (Ka<we 
—Thanaj-O : 1.00 MCM 

M/sDevidayal Rolling & Refineries Pvt. Ltd*. Gupta 
Mills Estate, Reay Road, Bombay-10- (Thana—Maha¬ 
rashtra)-O : 1.00 MCM; DA ; 0.20MCM 
Shri J.S. Kshirsagar, c/o Bhagwan Machinery Co., Naya 
Pool, Bhir— (Aurangabad— Maharashtra)— O : 1.00 MCM 
DA: 0.20 MCM 

M/s Anand Oxygen & Industrial Gases Pvt., Ltd; 43, 
Kapur Mansion, Hughes Road, Bombay-5—(Tarapur- 
Maharashtra)— O : 1.00 MCM 
M/s Southern Gases Ltd; 804, Prasad Chambers, Charni 
Road, Bombay-4— (Aurangabad-Maharashtru.) —O : 1.00 
MCM; DA : 0.20 MCM 

M/s Rajesh Motors, 15-16, Cement Chawl, Madhavrao 
Rokde Street, Bombay—(Tarapur, Thana, Maharashtra)— 
O : 1.00 MCM 

M/s A.V. Joshi & Sons, 28-Strand Road, Calcutta— 
(Aurangabad-Maharashtra)—O : 2.90 MCM; DA : 0.40 
MCM 

Shri R.P. Batra, Mineral House, P.O. Jaipur Road, 
Cuttack—(Rourkcla— Orissa) -O : 1.00 MCM 
Shri Shiv Ratan Gocnka, 6-Alipur Patk Road, Calcutta— 
(Rourkela-Orissa)—O : 1.00 MCM; DA : 0.20 MCM; N : 
0.50 MCM; AR : 0.05 MCM 

Shri Ravinder Kumar Jain, 20I/A-I9 Chandigarh— 
(Dhandari—Punjab)—O : 1.00 MCM; AR : 005MCM 
Shri Som Chand Katia, 7/4304, Kelar Bazar, Bhatinda— 
(Bhatinda-Punjab)—O : 1.00 MCM DA :0.20 MCM; N. 

: 0.50 MCM 

M/s Raja Ram Salh & Sons, Morinda, Ropar—(Ropar— 
Punjab)- O : 1.00 MCM 

M/s Shree Bhawani Cotton Mills Ltd: 59-Golf Links, New 
Delhi—(Ludhiana—Punjab)—O : 1.00 MCM 
M/s Kota Steel Re-rolling Mills (P) Ltd; 47-A, Indra- 
Prastha Industrial Area, Kota—(Kota—Rajashtan)—O ; 
1.00 MCM; DA : 0.20 MCM 

M/s Jodhpur Steels Ltd; 94-A, 1st Road, Sardarapur,. 
Jodhpur—(Jodhpur-Rajasthan)—O : 0.45 MCM (Captive) 
Shri Ashok Newatia, K.F. 80, New Kavinagar, Ghaziabad 
—(Alwar—Rajasthan)—O : 1.00 MCM; DA : 0.20 MCM 
Shri T.A. Penimal, 198, Habibullah Road, Madras-17— 
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gVtetUipalayam- -Tamil Nadu)—O : 0.480 MCM;H : 0.072 

M/s Madras Oxygen ft Acetylene Co. Ltd; 6-Saradambal 
Street, Gokulam Coly, T-Nagar, Madras— (Ennore—Tamil 
Nadu)—O K>.88 MCM 

M/s Millard Industrial Ccrpn,2-Barabourne Road, Cal¬ 
cutta-1—(Ambattur—Tamilnadu)—O : 1.00 MCM 

M/s Shashi Associated, 2-Park Road, Dehra Dun— 
(Dehra Dun-U.P.)—O : 1.00 MCM; DA : 0.20 MCM 

Shri Suresh Chand, c/oPramatma Saran Agarwal, Gur 
Mandi, Murad Nagar, Meerut—(fiulandshahar—U.P.)—O : 
1.00 MCM 

M/s Shree Vishnu ft Sons, Kishor Niwas, Birhans Road, 
Kanpur—(Kanpur—U.P.)—0:1.00 MCM; DA : 0.20 MCM; 
N : 0.50 MCM 

Shri Hari Kumar C/o M/s R.K. Sharma Flour Mills, 
Industrial Area, Aish Bagh, Lucknow— (Rai-Bareli, U.P. 
O : 1.00 

Shri Hari Kishan Agarwal, Gopal Niketan (Daresi No. 2), 
Kokamal >larg. Agra-(Agra-UP)-0 : 1.00 MCM; DA : 
0.20 MCM; N : 0.50 MCM 

M/s Southern Gas Ltd; ‘Lovcdale’, Church Landing 
Road. Cochin-16—(Rishikedi-UP)- O : 1.00 MCM; DA : 
0.20 MCM; N : 0.50 MCM 

Shri Mahendra Gupta, 16-Mathura Road, Jangpura-B, 
New Delhi -(Delhi)-O : 1.00 MCM; DA : 0.20 MCM 

M/sPoornima Industrial Gases, ‘Poornima’, 28, Basappa 
Road, Bangalore—Industrial Gases—(Lapsed) 

Shri Pahlaj Bhajandas Bajaj, Mg Dir, Pahlaj Bajaj ft Co. 
Pvt Ltd;2nd Floor, Bohramji Mansion, Sir P.M. Road, 
Bombay—(Bangalore)—Leather Watch Straps—(Closed) 

M/s Orissa Cement Ltd; Shiv Mahal, B-45/47, Connaught 
Place, New Delhi— (Orissa)—Refractory Specialities— 
(Lapsed) 

M/sB.D.K. Alloy, Pvt Ltd; Station Road, Hubli—(Kar¬ 
nataka)—High Alloy Steel Castings -(Cancelled) 

M/s J.K. Synthetics Ltd; Kamla Tower, Kanpur— 
(Rajasthan)—Portland Cement—(Cancelled) 

Shri P.M. Bhardwaj, C-5, Greater Kailash Enclave-IJ, 
New Delhi—Pistons & Piston Rings—(Cancelled) 

Shri Arati Nagarwala, F-30, Hauz Khas Enclave, New 
Delhi (Bihar)—Finished Leather—(Closed) 

Shri Deepak Narang, 3-Cavalry Lines, Delhi—Uttar 
Pradesh)—Finished Leather.(Closed) 

Shri M.L. Kotru, 7/62, South Patel Nagar, New Delhi— 
(Maharashtra)—Finished Leather—(Closed) 

Shri S. Guha Ray, C-35, Nizamudin West, New Delhi— 
(Uttar Pradesh)—Finished Leather - (Closed) 

M/s The Ganges Manufacturing Co Ltd; 7-Council 
House, Street, Calcutta- (Madhya Pradesh)—Cement— 
(Cancelled) 

Shri Subhash Chandra Agarwala C/o M/s Radhakrishna 
Oil And Rice Mills, Mahatma Gandhi Road, Gauhati— 
(Meghalaya)—Industrial Gases—(Lapsed) 

M/s Premier Scientific Ware Manufacturing Company, 
13-Nilkamal Bunglow, Patidar Society, Ahmedabad— 
(Gujarat)—Scientific & Laboratory Glass-ware—(Lapsed) 

M/s The Aluminium Minufacturing Co, 2-Jessore Road, 


Dum-Dum, Calcutta—(West Bengal)—Aluminium Milk 
Canes—(Cancelled) 

Shri Subhas Chandra Agarwala, C/o M/s Radhakrishna 
Oil ft Rice Mills, Mahatma Gandhi Rd; Gauhati—Industrial 
Gases—(Lapsed) 

Shri M.D. Sharaf, Shreeram Bhavan, Ramdaspeth, 
Nagpur—(Maharashtra)—Oxygen Gas—(Lapsed) 

M/s R.K. Millan ft Co (India) Pvt Ltd; 38-Netaji Subhas 
Road, Calcutta —(West Bengal) — Industrial Gases*— 
(Lapsed) 

Shri M.M. Madar, 44, Oothu Kattan Street, Periamet, 
Madras—(Tamil Nadu)—Finished Leather—(Closed) 

M/s Universal Dairy, C/o Dr D.V. Doshi, Gitanjali, 
N. Gamadia Road, Bombay-26— (Gujarat)- Aluminium 
Milk Cans—(Cancelled) 

M/s Philips (I) Ltd; Industrial Dte, Hindustan Time 
House Bldg; Kasturba Gandhi Marg, New Delhi—(Maha¬ 
rashtra)—Circular Fluorescent Tubes—(Lapsed) 

M/s Rana Rubber ft Plastic Mills, 2- Church Road, P.O. 
Box No. 80, Saharanpur—(Uttar Pradesh)— Conveyer 
Belting—(closed) 

M/s Kerala State Industrial Development Corpn. Ltd; 
Trivandrum—(Kerala)—Rubber Thread—(closed) 

Shri H.C. Goenka, C-161, Defence Colony, New Delhi 
—(Uttar Pradesh)—Finished Leather—(closed) 

Shri Lai Gopal Ghatak, Mohani Mansions Road, Cal¬ 
cutta—(West Bengal)—Finished Leather—(Closed) 

Shri Azad N. Parikh, 24-Vijay Mahal, D-Road, Bombay 
—(Maharashtra)—Finished Leather—(Closed) 

Shri Abdul G iflar, Rang Haman, Hawhatta, Srinagar— 
(J ft K)—Finished Leather—(Closed) 

Shri Shashi V. Mansata, 87-K, Park Street, Calcutta— 
(Karnataka)—Semi-Conductor Devices- --(Closed) 

M/s Murli Rubber Products Ltd; 49-Maharani Gayatri 
Devi Market, Tripolia Bazar, Jaipur—(Rajasthan)—Fan ft 
V Belts—(Closed) 

M/s Radhu Industries, Cinema Building, Shahdara, Delhi 
—(Uttar Pradesh)—Radhu Fan ft V-Belts—(Closed) 

M/s Andhra Pradesh Indl. Development Corpn. Ltd; 
Post Box No, 13, Hyderabad—(Andhra Pradesh>-Paper 
Cones & Spiders—(Closed) 

M/s Indian Aluminium Cables Ltd, Herald House, 2nd 
Floor, 5-A, Bahadur Shah Zafar Marg, New Delhi— 
(Uttar Pradesh)—Semi-Conductor Devices—(Closed) 

Shri R. Shreenivas, 4-75, Govt. Industrial Estate, Thana 
—(Maharashtra)—Springs—(Cancelled) 

Shri D.K. Jain, c/o Himalika Pvt. Ltd; Kotla Mubarak- 
pur, N-Delhi—(Maharashtra)—Silicones—(Cancelled) 

M/s Gupta Iron ft Brass Works Ltd; 29,Najafgarh Road, 
New Delhi—(Uttar Pradesh)—HT Fasteners—(Cancelled) . 

Shri P.K. Kajaria, 32, Armenian Street, Calcutta— 
(West Bengal)—H.T. Fasteners—(Cancelled) 

Shri B.J. Sahh, 62, Pedder Road, Nalanda A-/24, 
Bombay—(Karnataka)—H.T. Fasteners—(Cancelled) • 

Shri K.A.H. Vohra, Marine Garden Court, 191, New 
Park Street, Calcutta—(West Bengal)—Rubber Products 
such as High Pressure Braided Hoses, Synthetic Rubber 
Cots and Aprons—(Closed) 

M/s Printers Engineering Company, 20-Sir P.M, Road, 
Fort, Bombay—(Maharashtra)—Rubber Coverings—(doted) 
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Annual report 
of the ministry 
of Commerce 

India’s Exports have regis¬ 
tered a sustained increase 
in recent years, despite the 
prevalence of recessionary 
situation in the world econo¬ 
my. The exports by the 
close of 1975-76 are expect¬ 
ed to exceed the year’s tar¬ 
get of Rs 36,000 million by 
a fair margin, states the 
annual report of the minis¬ 
try of Commerce for the 
year 1975-76. 

Bright Outlook 

The report points out 
that the economic outlook 
for the next year appears to 
be promising. With the pros¬ 
pects of larger output in 
both agricultural and indus¬ 
trial sectors, it should be 
possible to generate more 
export surpluses and India 
should be in a position to 
strike significant increases 
m its exports during 
1976-77. 

On the basis of the latest 
information available, our 
overall exports including re¬ 
exports during the first 
nine months April-December 


1975-76 amounted to 
Rs 26,890 million showing 
an increase of 14 6 per cent 
over the exports for the 
same period of the previous 
year. According to the 
annual report, such an in¬ 
crease coming after doubl¬ 
ing of the value of exports 
in the previous three years 
from Rs 16,080 million in 
1971-72 to Rs 33,040 million 
in 1974-75 suggests a break 
in the trend of our exports 
compared to the perfor¬ 
mance of the previous two 
decades. 

Real Breakthrough 

Although India's exports 
increased through successive 
five-year Plans, a real break¬ 
through in the growth of 
exports was achieved only 
during the fourth Plan 
period. After an annual 
growth rate of one per cent 
in the value of exports 
during the first five-year 
Plan, the growth rate in¬ 
creased to 2 2 per cent in the 
second five-year Plan and to 
4.1 per cent during the third 
five-year Plan. The average 
annul growth rate went up 
to 13.6 per cent during the 
fourth Plan period. 

In terms of compound 
growth rate, this increase 
amounted to 13.2 per cent 
as compared with the 
targetted growth rate of 


seven per cent envisaged 
in the fourth Plan. During 
1974-75, which happens to 
be the first year of the fifth 
five-year Plan, exports regis¬ 
tered a growth rate of about 
31 per cent in continuation 
of the growth rate of 28 
per cent in 1973-74 and 25.5 
per cent in 1972-73. 

In volume terms, accord¬ 
ing to the available infor¬ 
mation, India’s exports grew 
by 6.4 per cent in 1974-75 
as compared to 4.2 percent 
in 1973-74. Between 1969-70 
and 1974-75, the average 
increase in the quantum of 
exports was 5.9 per cent. 
Tentative estimates of indices 
available for the first half 


of 1975-76 show a continua¬ 
tion of the trend with a 
volume growth of about 
seven per cent in exports 
over the level of the cor¬ 
responding period of the 
previous year. 

During the course of last 
decade, India’s export trade 
has achieved a noticeable 
degree of structural change. 
The weightage of traditional 
items in the total exports 
of the country was heavy 
until the end of the second 
five-year Plan. Thereafter, 
new items of exports have 
been coming up. The com¬ 
bined share of major tradi¬ 
tional exports such as jute 
manufactures, tea, coffee, 

Appendix I 


Monthwlse India’s Imports and Exports during 1974-75 
and April to December 1975 

(Values in Rs crores) 


Months 

Imports 

Exports 

including re-exports 

1974-75 

1975-76 

1975-75 

1975-76 

April 

330.95 

320.19 

175.96 

243.67 

May 

300 90 

331.49 

213 66 

254.56 

June 

342 18 

435.55 

253 67 

287.96 

July 

356.75 

429.68 

313 08 

290.33 

August 

270 27 

396 20 

307 72 

380.48 

September 

338.57 

431.82 

251 39 

271.29 

October 

313.74 

535 93 

234 28 

285.43 

November 

331.63 

486.34 

278 61 

333.96 

December 

439.20 

375.03 

318 00 

341.76 

January 

509.00 


260 68 


February 

416.03 


309 63 


March 

447.25 


387 46 


Total 

4,464 71 


3,204.14 



Notes: (i) Export figures are based on finally passed copy 
of the shipping mills. 

(ii) Monthly total may not add to the cumulative 
figures because of adjustments. 
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cotton piecegoods and semi- 
processed leather in India’s 
total exports increased from 
53.5 per cent in 1955-56 to 
55.4 per cent in 1960-61 but 
gradually declined to 51.4 
per cent in 1965-66, to 42 
per cent in 1968-69 and fur¬ 
ther down to 28 per cent 
by 1974-75. 

Simultaneously, the com¬ 
bined share of newer 
items of exports such as engi¬ 
neering goods, chemical and 
allied products, fish and fish 
preparations, sugar, iron 
ore and handicrafts, moved 
up from 7.2 per cent in 
1960-61 to 14.4 per cent in 
1975-76 and to as high as 
36 per cent by 1974-75, 

Overall Increase 

According to the annul 
report, a glance at the per¬ 
formance of these items 
since the devaluation of 
the Indian rupee would 
show that between 1966-67 
and 1974-75 exports 
of engineering goods 
increased from Rs 230 mil¬ 
lion to Rs 3,530 million 
(-! 1436 percent), chemical 
and allied products from 
Rs 110 million to Rs 950 
million ( i 751 per cent), 
sugar from Rs 160 million to 
Rs 3,390 million ( | 2003 per 
cent), fish and fish prepara¬ 
tion from Rs 180 million to 
Rs 660 million ( ! 278 per 
cent), cotton apparel from 
Rs 20 million to Rs 950 
million (-[ 4472 per cent) 
and handicrafts from Rs 390 
million to Rs 1820 million 
(4 371 per cent). 

The rise in our exports 
earnings during the last two 
years was also contributed 
a great deal by a degree of 
commodity boom in the 


international' market. Based 
on revised indices, the f.o.b. 
unit value realisation from 
Indian exports increased by 
25.3 per cent in 1974-75 
as compared to a rise of 


21.7 per cent in. 1973-74, 
The major factors respond* ' 
ble for this improved unit • 
value realisation have been 
general inflationary trend 
in world market, and our 


^icyofwcouraginge^r^ 
yi&ding higher value pgr 
unit of quantites. . '4 

Within the category of 
export products, India, has 
tried to increase exports 



SYNDICATE BANK 

CsndMMd balance sheet as at 31st December* ISIS' 
(RwmM elf to the nearest Hopes) 


t 1 t t ' 

. t 4 4 4 . 


CAPITAL AND LIABILITIES 


PROPERTY AND ASSETS 


Jj V / / 4 / / V i 

R$» 

mm 


R 8. 

1. 

Capital (wholly owned by - 


1 . 

Cash In hand with Reserve 

, w 


tha Central Government) 

1,41.57.104 


Bank of India and State Bank f 

'1 

' u 

Q i MU *.' ' ' ■■ 



of India 

59,30.10.113 

2. 

Reserve Fund and other 
Reeervee 

3,61,00,000 

2 . 

Balances with othar Banks 

7,23,54,783 

1 

/ 

v o 4 4 j 4 


3. 

Money at call and 


3. 

Daposfta and othar 
Accounta 

538,59,68,562 


short notice 

Investments (In Govt, and 

3.00,000 

, < • 

4. 


*» 

/ t » * 



othar Trustee Securities, 
Debentures, Bonds and ** 


4. 

Borrowings from othar 
Banking companies, 



Share*) , r 

161.35.55,713 


44,52,03,520 


r j k 



Agonto etc. 






5. 

Advances (including Bills 
purchased and discounted) 

381,05,21,125 


9. 

Bills payabls 

.6,08.00,782 

6. 

Bills receivable being Bills 
for collection as per contra 

31.45,28,005 

6. 

8llla for collection being 
bills racaivabla 
as par contra 

31,49,26.005 

7. 

Constituents' Liabilities 


for acceptances, endorse¬ 

' 


ments and other obligations 
as per contra 

20.19,92,387 

1 i 


7. 

Othar Liabilities 

41,33.15.046 

8. 

Premises lass depreciation 

1,16,04,899 

8. 

Acceptances, Endorsements 


9. 

Furniture and fixtures loss 



and other obligations as per 
contra 

20,19,52.387 


depreciation 

3.12,80,703 




10. 

Other Assets 

30,31,89,243 

9. 

Balance amount to be 


11. 

Non-Banking Assets 



transferred to Contra! 

23,72,391 


acquired In satisfaction 



Government 


of claims less depreciation 

3,50,784 


Total 

685.48,35,797 


Total 

085.48,35,707 


STNDICATE BANK 

WHERE SERVICE IS A WAV OF LIFE 
Head Office: Manipal-576119 (Karnataka) 


K. K. PAI 

Chairman A Managing Dlroeter 
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of mote value-added items 
such as finished leather 
and manufactures of lea¬ 
ther; instant tea, packag¬ 
ed tea and tea bags, instant 
coffee, jute decorative 
fabrics, fine and superfine 
cloth, garments. To take 
fuller advantage from the 
price boom in the inter¬ 
national market, larger 
allocations were made in 
respect of items such as 
sugar, bosmati rice and 
silverware permitted to be 
exported. The government 
made efforts to negotiate 
and secure higher unit value 
realisations for some of our 
primary products such as 
iron ore. 

The directional pattern of 
exports has also shown 
changes. During the first 
three Plan periods, the rela¬ 
tive share of our exports to 
west Europe steadily declin- 


Sl. Commodities 

No. 


ed and in the ease of North Oceania when its relative- 

America, it remained more share increased from 23.3 

or less steady. At the same per cent in 1965-66 to 38.2 

time, our exports to east per cent in 1974-75 reflect- 

Europe registered a notice- ing partly a substantial ex- 

able growth. The share of pension in our exports 

east European countries in recently ro Gulf coun- 

our total exports increased tries, 

from one per cent in 1955-56 Io ^ ca$e of Africaj the 

to 7.5 per cent in 1960-61 relative share was on conti- 

and 19.4 per cent by 1965-66, nued decline until 1973-74 

the dosing year of the but the exports have tended 

third five-year Plan. to recover well in the last 

In the subsequent years, two years. However, in terms 

the relative share of west °f export earnings between 

Europe declined from 27.3 1966-67 and 1974-75, India’s 

per cent in 1965-66 to 22.7 exports to Asia and Oceania 

per cent in 1974-75, of North increased by 325 per cent, 

America from 20 per cent to Africa by 227 per cent, 

to 12.7 per cent but in the and to east Europe by 202 

case of east Europe, the percent. As compared to 

share showed a little change these, the increase in exports 

when it stood at 20.6 per over these eight years to 

cent. Subsequent to the west Europe was 139 per 

rhirdfive-year Plan, a major cent and to North America 

thrust has been made in by 67 per cent, 

he case of Asia and Nevertheless, last few 


Exports of Principal Items from India 


years have shown an increase 
in the growth rate of our 
exports to both west Europe 
and North America. From 
a virtually nil or negative 
growth over the second and 
third Plan periods, India’s 
exports to west Europe grew 
at a compound growth rate 
of about 20.5 per cent per 
annum in the five year 
period of 1969-70 to 1974-75 
Similarly, in the case of 
North America the annual 
growth rate of India’s ex¬ 
ports to the region increased 
to 9.7 percent during this 
period as compared to the 
growth rate of 6.9 per cent 
in the third five-year 
Plan and of 3.5 per cent 
in the second five-year 
Plan. Our exports to the 
Latin American countries, 
though yet small, have also 
shown improment. 

APPENDIX II 


(Value in Rs crores) 


Unit 


1973-74 
Qty. Val. 


1974-75 April-Sept. *74 April-Sept. *75 
Qty. Val. Qty. Val. Qty. Val. 


10 11 


A. Agricultural & Allied Products 

Val. 

— 

681.84 

— 

951.97 

— 

427.11 

— 

511.20 

1. Oil seeds, nuts & kernels 

i* 

. — 

37.25 

— 

29.57 

— 

11.84 

— 

13.45 

(a) Groundnuts 

’000t. 

92.3 

35.83 

55.7 

25.56 

24.3 

10.61 

22.7 

10.44 

2. Vegetable oils (Non-essential) 


40.9 

31.65 

48.1 

33.65 

37.4 

27.61 

20.2 

13.54 

(a) Castor oil 

»» 

35.7 

30.64 

22.4 

13.83 

18.0 

12.66 

3.7 

2.01 

(b) Groundnut oil 

»* 

— 

0.04 

0.1 

0.09 

— 

0.04 

— 

0.03 

(c) Others 

It 

5.2 

0.97 

27.6 

19.73 

19.4 

14.81 

16.5 

11.50 

3. Oilcakes 

II 

1,281.9 

178.19 

832.3 

95.70 

376.8 

43.60 

354.6 

29.47 

4. Tobacco unmanufactured 

Mill kg. 

78.2 

68.41 

75.0 

80.36 

48.5 

56.62 

56.2 

76.90 

5. Spices 

if 

61.4 

55.07 

51.6 

61.33 

22.1 

22.77 

22.0 

23.10 

(a) Pepper 

»! 

31.6 

29.54 

26.4 

34.47 

9.1 

11.67 

9.3 

12.41 

(b) Cardamom 

It 

1.9 

11.71 

1.7 

13.42 

0.5 

4.07 

0.4 

3.67 

—Contd. 
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Appendix H(Contd.) 


1 2 

3 

4 

5 


mi 

8 

9 

10 

11 

(c) Ginger 

Mill Kg. 

5.1 

2.56 

4.7 

3.51 

1.9 

1.33 

1.9 

1.45 

(d) Chillies 

99 

0.6 

0.41 

0.5 

0.32 

0.2 

0.14 

0.4 

0.47 

(e) Turmeric 

99 

7.9 

3.70 

9.2 

4.14 

4.9 

2.24 

4.3 

1.65 

( f) Others 

99 

14.3 

7.15 

9.1 

5.47 

5.5 

3.32 

5.7 

3.45 

6. Raw cotton 

OOOt. 

54.9 

32.42 

20.0 

15.22 

15.9 

12.25 

15.5 

11.90 

7. Raw jute 

99 

15.6 

3.76 

71.7 

17.48 

31.9 

7.48 

22.3 

6.25 

8. Sugar (excl. mo liases) 

99 

252.5 

42.69 

694.6 

339.01 

240.6 

102.38 

431.3 

195.57 

9. Fruits ft Vegetables and Pulses 

Val. 

— 

92.52 

— 

136.46 

— 

73.74 

— 

68.25 

(a) Cashew kernels 

OOOt. 

52.3 

74.43 

65.0 

118.14 

36.1 

66.09 

28.7 

52.76 

(b) Bananas 

99 

— 

— 

— 

— 

— 

— 

—• 

— 

(c) Pulses 

99 

7.5 

1.88 

5.4 

1.57 

3.2 

0.82 

3.1 

1.02 

(d) Orfiorts 

99 

64.6 

5.18 

69.0 

5.34 

27.2 

1.71 

65.9 

6.50 

(e) Other fruits ft vegetables 

Val. 

— 

11.03 

— 

11.41 

— 

5.12 

— 

8.87 

10. Gums and Resins & Balsams 

’OOOt. 

9.1 

6.19 

10.3 

8.39 

6.1 

4.92 

3.2 

2.47 

11. Lac 

99 

5.6 

14.39 

7.3 

24.83 

4.4 

15.20 

2.7 

5.93 

12. Essential oils, perfumes & fla- 

vour materials 

Val. 

— 

6.29 

— 

9.33 


5.77 

— 

2.35 

(a) Lemongrass oil 

99 

— 

2.07 

— 

0.88 

— 

0.55 

— 

1.28 

(b) Sandlewood oil 

99 


3.52 

- 

7.09 

— 

4.52 

— 

0.93 

(c) Others 

9 * 

— 

0.70 

— 

1.36 


0.70 

— 

0.14 

13. Meat & meat preparations 

99 

— 

6.95 

— 

5.04 

— 

2.95 

— 

2.83 

14. Animal casings 

99 

— 

1.53 

— 

2.16 

— 

0.94 

— 

1.19 

IS. Rice 

OOOt. 

23.3 

8.24 

41.7 

21.50 

15.4 

6.02 

7.2 

3.73 

16. Raw wool 

99 

5.5 

7.04 

4.2 

6.57 

1.5 

2.27 

1.5 

1.98 

17. Fish 

99 

48.3 

89.42 

38.9 

66.17 

16.9 

31.82 

25.3 

52.29 

B. Plantations 

Val. 

— 

192.04 

— 

275.35 

— 

120.87 

— 

144.93 

18. Tea 

Mill Kg. 

192.1 

146.03 

224.8 

223.99 

93.4 

88.05 

94.9 

108.35 

19. Coffee 

’OOOt. 

52.7 

46.01 

49.5 

51.36 

28.2 

32.82 

39.0 

36.58 

C. Ores, Minerals & Scraps 

Val. 

— 

177.33 

— 

229.56 

— 

77.96 

— 

117.99 

20. Iron ore 

Mill t 

23.7 

132.87 

22.3 

160.39 

7.6 

49.25 

8.3 

81.12 

21. Mica 

Mill. kg. 

25.8 

12.99 

34.2 

18.18 

13.9 

9.21 

12.7 

7.68 

22. Manganese ore 

’OOOt. 

793.8 

9.43 

1,031.4 

17.20 

476.8 

6.85 

293.3 

6.40 

23. Ores & minerals other than iron 

ore, manganese ore ft mica 

Val. 

__ 

19.12 

— 

27.72 

— 

10.60 

— 

19.89 

24. Iron and steel scrap 

’OOOt. 

111.6 

2.92 

103.5 

6.07 

44.0 

2.05 

66.7 

2.90 

D. Textile Fabrics ft Manufactures (Ex- 

eluding Coir & Jute) 

Val. 


370.88 

— 

371.83 

— 

202.39 

— 

149.19 

(a) Textile fabrics. 

99 

— 

231.76 

— 

184.86 

— 

108.32 

— 

63.70 

25. Cotton piecegoods (millmade) 

Mill sq.mtr. 

653.2 

162.66 

370.3 

129.58 

217.2 

77.34 

132.4 

39.76 

26. Fabrics of art silk ft synthetic fibre 

ft spun glass (millmade) 

Mill. 

77.5 

28.33 

28.6 

18.13 

18.0 

10.64 

10.0 

5.81 

27. Handloom fabrics of all kinds 

Val. 

— 

38.68 

— 

35.49 

.... 

19.57 

— 

17.05 

(i) Handloom cotton piecegoods 

Mill mtr. 

68.0 

32.38 

49.9 

29.14 

29.6 

16.24 

21.3 

13.84 

(ii) Handloom fabrics of art silk ft 

synthetic fibre spun glass 

99 

0.3 

0.12 

0.2 

0.14 

0.1 

0.10 

0.2 

0.10 

(iii) Handloom fabrics of silk 

Val. 

— 

6.18 

— 

6.21 

— 

3.23 

— 

3.11 

28. (a) Woollen fabrics 

99 

— 

2.09 

— 

1.66 

— 

0.77 

— 

1.08 

(b) Other textile manufactures 

99 

— 

139.12 

— 

186.97 

— 

94.07 

— 

85.49 

comiTft. Cotton yarn 

Mill kg. 

10.4 

11.40 

9.9 

18.28 

4.9 

8.04 

1.2 

1.67 

-Contd. 
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Affiaih B {Cmtd.) 


1 2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

30. Machine-made carpets 

Val. 

-- 

3.17 


2.38 

- , 

1.16 

- 11( , 

1.02 

31. (a) Cotton apparel 

*9 

— 

67.40 

— 

95.09 

— 

48.31 

— 

56.73 

(b) Cotton hosiery 

99 

— 

3.16 

— 

5.34 

— 

3.03 

— 

2.67 

(c) Other cotton manufactures 

99 

— 

31.88 

— 

44.99 

— 

22.88 

— 

15.92 

32. Misc. textile manufactures 

99 

— 

22.11 

— 

20.39 

— 

10.65 

— 

7.48 

E. Manufactures of Coir & Jute 

9 * 

— 

242.81 

— 

313.60 

— 

177.53 

— 

131.97 

33. Coir yarn & manufactures 

•ooot. 

45.6 

15.34 

42.0 

17.92 

19.7 

8.13 

15.9 

8.30 

34. Jute manufactures 

Lakh t 

5.63 

227.47 

5.86 

295.68 

3.55 

169.40 

2.50 

123.67 

F. Leather & Leather Mfrs. (hides & skins raw) Val. 

— 

187.02 

— 

165.37 

— 

85.85 

— 

94.24 

35. Hides & Skins raw, not Leather 

99 

— 

1.53 

— 

0.42 

— 

0.25 

— 

0.09 

36. Fobtwear made of leather & canvas 

Mill pair 

14.0 

13.30 

17.3 

20.04 

8.4 

9.13 

4.9 

7.68 

37. Leather & Leather mfrs. (exl. foot- 

wear) 

Val. 

— 

172.19 

— 

144.91 

— 

76.47 

— 

86.47 

(a) East India tanned hides and 

skins 

Mill kg. 

18.2 

85.60 

13.9 

61.03 

6.3 

31.41 

9.3 

36.96 

(b) Finished leather 

99 

4.5 

16.39 

5.4 

30.32 

2.8 

15.40 

3.2 

21.20 

(c) Chrome tanned 

99 

19.5 

62.98 

11.6 

40.73 

6.6 

22.82 

6.8 

.23.11 

(d) Leather misc. 

Val. 

— 

1.61 

— 

1.77 

— 

1.11 

— 

0.89 

(e) Leather manufactures 

•9 

— 

5.61 

— 

11.06 

— 

5.73 

— 

4.31 

G . Engineering Goods 

Val. 

— 

201.68 

— 

352.75 

— 

140.94 

— 

184.12 

38. (a) Metal manufactures 

Val. 

— 

49.46 

— 

75.98 

— 

32.49 

— 

38.31 

(b) Machinery other than electric ” 

(c) Electrical machinery, apparatus & 

— 

46.91 

— 

89.79 

— 

34.83 

— 

52.63 

appliances 

9 ' 

— 

28.75 

— 

56.29 

— 

23.48 

— 

30.47 

(d) Transport equipment 

9 * 

— 

40.37 

— 

64.25 

— 

20.85 

—- 

38.48 

(e) Other engineering, goods 

99 

— 

36.19 

— 

66.34 

— 

29.29 

— 

24.23 

H. Handicrafts 

99 

— 

173.62 

— 

182.11 

— 

91.03 

— 

97.68 

39. (a) Handmade carpets & druggets 

99 

— 

25.46 

— 

35.08 

— 

15.66 

— 

18.11 

(b) Artware metals (brass & copper) 

99 

— 

12.72 

— 

15.67 

— 

8.12 

— 

9.64 

(c) Pearls, precious & semi-precious 

stones (unworked and worked) 

99 

— 

106.90 

— 

94.90 

— 

49.32 

— 

51.12 

(d) Zari goods 

99 

— 

0.27 

— 

0.52 

— 

0.18 

— 

0:17 

(c) Textiles hand-printed 

99 

— 

2.18 

— 

2.77 

— 

1.51 

— 

1.31 

(f) Woodware 

99 

— 

6.43 

— 

6.69 

— 

3.55 

— 

2.59 

(g) Jewellery incl. imitation jewellery 

99 

— 

4.68 


8.09 

— 

4.17 

— 

3.26 

(h) Woollen shawls, lohies etc. 

99 

— 

3.53 

— 

4.55 

— 

2.23 

— 

3.05 

(i) Other handicrafts 

99 

— 

11.45 

— 

13.84 

— 

6.29 

— 

8.43 

1. Other Manufactures 

99 

— 

155.46 

— 

203.58 

— 

86.71 

— 

133.45 

40. Iron and steel 

99 

— 

26.16 

— 

20.56 

— 

3.55 

— 

24.16 

41. Ferro-manganese & ferro alloys 

’000t. 

52.5 

5.29 

29.5 

6.23 

21.1 

3.59 

— 

— 

42. Minerals, fuels, lubricants & related 

materials (incl. coal & coke) 

Val. 

— 

15.34 

— 

20.42 

— 

8.47 

— 

16.32 

43. Chemicals & allied products 

9 > 

— 

50.30 

— 

92.46 

— 

43.58 

— 

42.72 

44. Plastic & plastic mfrs. 

9 * 

— 

5.62 

— 

7.71 

— 

3.78 

— 

3.03 

45. Cotton waste 

*000t. 

9.2 

4.24 

2.8 

1.78 

1.8 

1.20 

2.4 

1.54 

46. Tobacco manufactures 

Mill kg. 

2.9 

2.50 

3.0 

1.86 

1.0 

0.62 

2.3 

2.79 

47. Rubber manufactures & crude 

. rubber 

Val. 

— 

10.70 

— 

14.20 

— 

7.12 

— 

4.86 

48. Paper & paper-board 
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Appendix H(Contd.) 


1 2 

3 

4 5 

6 

7 

8 9 

10 11 

49. Cement 

’000t. 

160.7 2.52 

301.8 

8.58 

27.4 0.65 

147.0 4.63 

SO. Glass and glassware 

Val. 

— 3.67 

— 

4.64 

— 2.32 

— 2.65 

51. Wood, lumber & cork mfrs. 


— 22.21 

— 

17.67 

— 8.15 

— 8.76 

J. 52. Miscellaneoas Items incl. Re-exports 


— 140.72 

— 

258.02 

— 105.09 

— 183.53 

Grand Total of Exports incl. Re¬ 
exports 

Val. 

— 2,523.40 


3,304.14 

— 1,515.48 

—1,728.30 



Unit 

Value of Selected Export Commodities 

APPENDIX III 

(Value in Rs.) 

S. 

No. 

Commodities 

Unit 

1973-74 

1974-75 

April to September 

1974 1975 

1 

2 

3 

4 

5 

6 

7 

1 . 

Jute manufactures 

Tonne 

4,034.19 

5,048.67 

4,772.58 

4,951.45 

2. 

Tea 

Kg. 

7.61 

9.97 

9.43 

11.42 

3. 

Coffee 

Kg. 

8.60 

10.38 

11.38 

9.39 

4. 

Cotton piecegoods (miUmade) 

Sq. mtrs. 

2.48 

3.50 

3.56 

3.00 

5. 

Cotton piecegoods (handlooms) 

Mtrs. 

4.73 

5.90 

5.49 

6.48 

6. 

Iron ore 

Tonne 

55.93 

71.94 

64.47 

97.34 

7. 

Manganese ore 

Tonne 

118.71 

166.73 

443.75 

218.09 

8. 

Mica 

Kg. 

6.63 

5.32 

6.61 

6.04 

9. 

Cashew kernel 

Tonne 

14,233.67 

18,167.98 

18,295.44 

18,403.18 

10. 

Footwear made of leather & canvas 

Pairs 

9.48 

11.61 

10.89 

15.55 

11. 

Tobacco unmanufactured 

Kg. 

8.75 

10.72 

11.46 

3.69 

12. 

Spices 

Tonne 

8,988.40 

11,893.86 

10,283.71 

10,499.52 


(a) Pepper 

Tonne 

9,331.02 

13,088.41 

12,783.63 

13,302.77 


(b) Cardamom 

Tonne 

61,278.23 

79,069.68 

74,181.85 

90,980.66 

13. 

Oilcakes 

Tonne 

1,393.25 

1,149.84 

1,157.95 

831.30 

14. 

Cotton raw 

Tonne 

5,904.54 

7,607.97 

7,683.68 

7,671.00 

15. 

Fish 

Tonne 

18,827.49 

17,020.81 

18,797.81 

20,669.44 

16. 

Wool raw 

Tonne 

12,859.37 

15,597.80 

14,816.91 

13,393.34 

17. 

Lac 

Tonne 

25,669.77 

33,180.22 

34,931.35 

22,069.87 

18. 

Iron & steel scrap 

Tonne 

260.36 

586.48 

466.33 

434.39 

19. 

E.I. tanned hides & skins 

Kg. 

47.08 

43.92 

49.56 

39.88 

20. 

Finished leather 

Kg. 

37.14 

57.24 

55.14 

66.61 

21. 

Chrome tanned 

Kg. 

32.58 

35.00 

34.60 

34.19 

22. 

Castor oil 

Tonne 

8,500.72 

6,768.33 

7,017.45 

5,470.24 

23. 

Groundnuts 

Tonne 

3,933.57 

4,587.65 

4,359.80 

4,599.35 

24. 

Cotton yam 

Kg. 

10.91 

18.51 

16.42 

14.22 

25. 

Coir yam & manufactures 

Tonne 

3,365.47 

4,263.89 

4,131.46 

5,220.51 

26. 

Sugar 

Tonne 

1,687.01 

4,880.97 

4,187.97 

5,534.49 
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Exports to Major Destinations 


(Rs crores) 


APPENDIX IV 


Region/countries 1973-74 1974-75 April to Sept. 


1974 1975 


1 

2 

3 

4 

5 

West Europe 

659.87 

747.87 

356.08 

396.42 

(i) ECM Coun¬ 
tries 

606.78 

687.46 

328.37 

354.05 

(a)Be!gium 

44.38 

51.79 

28.84 

15.30 

(b) Denmark 

13.05 

9.70 

5.32 

4.17 

(c) France 

48.57 

83.91 

33.91 

40.2! 

(d) Federal 
Republic of 
Germany 

86.37 

105. 4 

45.39 

49.58 

(e) Italy 

69.32 

52.13 

27.32 

26.95 

(f) Nether¬ 
lands 

73.26 

70.92 

28.29 

22.92 

(g) Ireland 

9.07 

7.62 

2.36 

5.17 

(h) United 
Kingdom 

262.64 

306.34 

156.94 

189.75 

(ii) Other West 
Europe 

53.09 

60.41 

27.71 

42.37 

(a) Austria 

1.59 

1.97 

0.83 

0.88 

(b) Norway 

4.70 

3.97 

1.64 

1.84 

(c) Sweden 

14.40 

15.67 

7.18 

5.86 

(d) Switzerland 

12.24 

J5.92 

6.95 

25.76 

(e) Finland 

2.25 

2.17 

0.77 

0.75 

(f) Greece 

2.31 

3.09 

1.23 

1.81 

(g) Malta 

0.21 

0.35 

0.18 

0.17 

(h) Spain 

11.47 

8.44 

4.29 

2.68 

(i) Turkey 

3.84 

8.70 

4.56 

2.14 

Asia and Oceania 

878.38 

1,193.23 

488.15 

638.65 

(i) ESCAP 

737.07 

904.97 

380.91 

509.73 

(a) Afghanistan 

14.99 

14.52 

4.02 

11.67 

(b) Australia 

50.75 

61.19 

38.32 

20.27 

(c) Burma, Rev. 

Govt, of the 

Union of 1.54 

4.62 

0.94 

4.90 

(d) Sri Lanka 

9.82 

26.76 

11.32 

10.53 

(c) China Rep. 
(Formosa) 

2.55 

3.19 

0.98 

2.89 

(f) Hong Kong 

35.97 

27.19 

14.17 

13.01 

(g) Indonesia 

26.78 

50.90 

7.07 

8.92 

(h) Iran 

42.78 

214.46 

68.86 

145.64 

(i) Japan 

358.52 

294.91 

138.68 

176.56 

(j) Korea, Dem. 
■ Peoples Rep 
of 

3.17 

2.62 

2.30 

4.48 

(k) Korea, Rep 
of 

6.03 

17.58 

3.23 

12.55 


eastern economist 


(1) Malaysia 

24.62 

26.08 

14.20 

14.28 

(m) Nepal 

(n) New Zea¬ 

30.13 

42.40 

17.73 

21.54 

land 

13.35 

20.73 

14.12 

5.80 

(o) Bangladesh 

58.78 

42.18 

17.42 

26.60 

(p) Philippines 

3.45 

3.97 

2.00 

4.93 

(q) Singapore 

43.37 

36.42 

19.16 

20.93 

(r) Thailand 

(s) Vietnam, 

9.42 

12.31 

5.98 

4.21 

Rep. of 

0.82 

0.75 

0.30 

0.01 

(ii) Rest of Asia & 





Oceania 

141.31 

288.26 

107.24 

128.92 

(a) Bahrein Is. 

8.94 

9.33 

3.48 

4.83 

(b) Cyprus 

1.63 

0.66 

0.43 

0.34 

(c) Dubai 

22.31 

39.61 

17.07 

22.03 

(d) Iraq 

20.25 

72.30 

19.87 

30.51 

(e) Jordan 

3.69 

15.41 

2.03 

4.46 

(f) Kuwait 

21.23 

38.07 

16.26 

• 13.00 

(g) Lebanon 

(h) Muscat & 

2.99 

4.08 

1.52 

1.66 

Oman 

6.19 

16.21 

7.71 

8.03 

(i) Qatar 

(j) S. Yemen, 

6.93 

8.61 

3.57 

3.60 

People’s 

Rep. of 

5.67 

14.28 

7.04 

1.72 

(k) Saudi Arabia 

25.71 

35.42 

15.08 

27.61 

(1) Syria 

2.55 

7.14 

6.04 

0.61 

Africa 

101.70 

234.92 

83.23 

120.26 

(a) Ethiopia 

2.73 

3.19 

1.34 

1.69 

(b) Ghana 

1.25 

2.44 

1.26 

0.70 

(c) Kenya 

10.26 

14.84 

7.54 

7.79 

(d) Libya 

5.06 

8.60 

4.91 

1.46 

(e) Malawi 

(f) Mauritius 

1.87 

3.04 

1.66 

1.16 

& Depen¬ 
dencies 

3.99 

6.01 

2.70 

2.44 

(g) Morocco 

10.86 

12.61 

0.76 

0.22 

(h) Nigeria 

(i) Other East 

11.48 

21.61 

5.68 

18.62 

African 

Countries 

1.32 

2.46 

1.29 

1.08 

(j) Sierra 





Leone 

1.63 

2.43 

1.22 

1.09 

(k) Somalia 

1.12 

1.54 

10.56 

0.87 

(1) Sudan 

18.59 

66.46 

25.49 

30.47 

(m) Swaziland 

1.54 

2.34 

1.59 

0.58 
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l 

2 

3 

4 

5 

(n) Tanzania 

6.91 

9.16 

4.15 

4.82 

(o) Tunisia 

1.19 

0.95 

0.60 

0.22 

(p) Uganda 

3.40 

4.41 

1.60 

0.91 

(q) ARE 

14.88 

52.44 

12.58 

37.50 

(r) Zambia 

3.82 

9.43 

3.46 

2.28 

America 

391.00 

442.27 

255.72 

233.61 

(a) Canada 

31.05 

43.96 

26.87 

17.31 

(b) USA. 

345.28 

375.03 

216.84 

206.00 

(c) Latin 

America 

12.10 

19.73 

10.62 

6.86 

(i) Argen- 

tina 

6.42 

10.63 

5.90 

1.78 

(ii) Brazil 

2.25 

3.31 

2.17 

1.96 

(iii) Chile 

0.46 

1.16 

0.39 

0.54 

(iv) Panama, 

Rep. of 

0.39 

0.67 

0.29 

0.31 

(v) Mexico 

0.44 

0.87 

0.28 

0.62 

(vi) Paraguay 

0.22 

0.23 

0.18 

0.02 

(vii) Peru 

0.59 

0.65 

0.32 

0.66 

(viii) Uruguay 

0.29 

0.81 

0.57 

0.50 

(d) Other Ame¬ 
rican Coun- 

tries 

2.57 

3.55 

1.39 

3.44 

(i) Barbados 

0.25 

0.26 

0.11 

0.08 

(ii) Guyana 

0.57 

0.93 

0.33 

0.54 

(iii) Nether¬ 
lands, 

Antiies 

0.35 

0.55 

0.23 

0.29 

(iv) Trinidad & 

Tobago 0.60 

(v) Windward& 

0.86 

0.36 

2.00 

Leeward 

Islands 

0.38 

0.27 

0.12 

0.07 

East European 

Countries 

487.39 

680.34 

329.56 

334.62 

(a) Bulgaria 

21.36 

17.11 

5.43 

9.99 

(b) Czechoslo- 

vakia 

43.77 

60.17 

30.86 

15.30 

(c) German 

Democratic 

Republic 

21.99 

34.40 

16.33 

13.07 

(d) Hungary 

24.02 

19.44 

8.52 

4.59 

(e) Poland 

51.34 

76.91 

30.47 

35.18 

(f) Rumania 

15.16 

24.50 

8.63 

15.40 

(g) USSR 

285.89 

418.12 

216.13 

224.60 

(h) Yugoslavia 

23.86 

29.69 

13.19 

16.49 


Total Exports (incl. 

Re-exports) 2,523.40 3,304.14 1,515.48 1,728.30 


Appendix V 

mum s uupurra iruiii Kcpm anu rrincipai vuuniriea 


(Rs crores) 


Region & principal 
countries 

1973-74 

1974-75 

April to 
September 

1974 1975 

I 

2 

3 

4 

5 

West Europe 

762.5 

927.3 

402.1 

555.8 

(i) ECM Countries 

704.0 

839.0 

369.0 

471.4 

(a) Belgium 

65.7 

101.9 

32.7 

52.5 

(b) France 
(r) Fed. Rep. of 

70.3 

81.2 

33.0 

42.6 

Germany 

205.8 

306.9 

138.6 

168.6 

(d) Italy 

49.4 

78.4 

36.6 

45.7 

(e) Netherlands 

56.6 

47.6 

24.2 

32.9 

(f) UK 

252.2 

213.4 

97.3 

124.4 

(g) Denmark 

4.0 

5.2 

2.1 

4.6 

(A) Ireland 

Negl. 

4.4 

4.4 

Negl. 

(ii) EFTA Countries 

52.4 

72.4 

26.7 

80.8 

(a) Switzerland 

16.9 

36.9 

10.7 

27.4 

( b ) Sweden 
(iii) Other European 

23.9 

26.0 

10.8 

43.5 

Countries 

6.1 

15.9 

6.4 

3.6 

Asia and Oceania 

954.6 

1,777.2 

828.7 

806.3 

(i) ESCAP 

673.0 

1,127.2 

506.6 

500.2 

(a) Japan 

259.5 

453.5 

169.6 

179.5 

(A) Australia 

43.8 

118.5 

52.0 

43.8 

(c) Burma 

Negl. 

Negl. 

Negl. 

Negl. 

(d) Iran 

267.6 

472.7 

251.6 

211.8 

(e) Nepal 

13.0 

19.3 

10.7 

15.6 

(f) Thailand 

1.8 

2.3 

1.1 

14.6 

(g) Afghanistan 
(It) Ceylon 

15.1 

17.9 

2.9 

2.7 

(Sri Lanka) 

0.9 

0.2 

Negl. 

0.1 

(/) New Zealand 

8.2 

1.1 

0.9 

0.2 

O') Malaysia 

32.1 

11.2 

5.8 

6.5 

(k) Singapore 
(ii) Rest of Asia & 

9.7 

7.2 

2.8 

5.1 

Oceania 

281.6 

650.0 

322.1 

306.1 

(a) Iraq 

61.2 

251.3 

130.4 

101.6 

(A) Kuwait 

71.1 

63.7 

29.5 

23.4 

(c) Jordan 8.9 

(d) S. Yemen, People's 

24.0 

11.6 

3.4 

Rep. of 

Negl. 

Negl. 

Negl. 

Negl. 

(e) Saudi Arabia 

131.4 

297.6 

147.6 

137.2 

America 

670.5 

953.3 

287.9 

637.9 

(i) North America 

614.3 

859.5 

271.7 

631.7 

(a) USA 

498.4 

729.1 

215.7 

550.4 

-Contd. 
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1 

2 

3 

4 

5 

(b) Canada 

115.9 

130.4 

56.0 

23.8 

(ii) Latin America 

56.0 

93.2 

16.1 

6.1 

(a) Argentina 

40.5 

77.2 

13.9 

0.3 

(b) Brazil 

10.9 

2.9 

1.1 

2.1 

( c ) Colombia 

Negl. 

Negl. 

Negl. 

Negl. 

( d) Mexico 

4.1 

12.4 

0.8 

2.9 

(e) Peru 

Negl. 

Negl. 

Negl. 

Negl. 

(iii) Other American 

Countries 

0.2 

0.6 

0.1 

0.1 

Cast European 

Countries 

400.5 

653.3 

328.8 

256.9 

(a) USSR 

254.7 . 

402.5 

236.6 

135.1 

( b ) Czechoslovakia 

26.7 

33.3 

15.J 

24.9 

(r) GDR 

25.1 

33.3 

14.6 

9.9 

(d) Hungary 

11.3 

21.3 

8.5 

12.7 

(c) Romania 

14.1 

31.2 

13.0 

18.5 

if) Poland 

46.2 

92.9 

30.8 

38.6 

(?) Bulgaria 

13.8 

29.1 

4.9 

J2.8 

(A) Yugoslavia 

8.6 

9.7 

4.7 

4.4 


1 

2 

3 

4 

5 

Africa 

167.3 

150.3 

85.1 

60.7 

(a) ARE 

25.9 

22.8 

10.5 

17.3 

(A) Sudan 

21.9 

5.0 

1.4 

3.5 

(r) Zambia 

34.5 

27.8 

19.4 

2.9 

(cl) Tanzania, United 

Republic of 29.0 

25.5 

J5.0 

12.1 

(e) Tunisia 

Negl. 

Negl. 

Negl. 

Negl. 

(/) Kenya 

17.4 

9.8 

7.0 

5.8 

(#) Morocco 

8.6 

19.0 

11.0 

1.9 

(A) Congo, Dcm. 

Rep. of (Zaire) 

11.8 

10.4 

3.3 

1.7 

(/) Congo 

(tirazaville) 

4.9 

3.5 

3.5 

0.7 

(/) Ghana 

(Kinshasa) 

1.9 

1.4 

0.6 

1.6 

(k) Other E.A. 

Countries 

9.2 

19,9 

12.2 

9.3 

Grand Total 

2,955.4 

4,468.1 

1,932.7 

2.406.0 


(incl. other countries) 


Production Requirements of Pesticides by 1978-79 

(In tonnes) 


Name of pesticides/insecticidcs 

1978-79 

demand 

estimate 

Installed 

capacity 

Capacity 
covered by 
licences/ 
letters of 
intent 

Capacity 
likely to 
be created 
in public 
sector 

Gap likelj 

1 

2 

3 

4 

5 

6 

Insecticides 

BHC ] 

25,900 

28,9(H) 

33,300 



DDT V (For agricultural use only) 

5,000 

4,088 

— 

5,000 

— 

Malathion j 

3,500 

1,700 

7,400 

1,800 

— 

Endrin 

80 

— 

— 

— 

.— 

Aldrin/Heplachlor/Dieidrin 

450 

.... 


- - 

450 

Chlordanc 

140 

— 

- 

— 

140 

Endosulfan 

1,800 

— 

4,000 

1,600 

— 

Toxaphenc 

1,200 

250 

1,500 

-- 

— 

Carbaryl 

8,500 

— 

7,000 

— 

1,500 

Parathion j 

Metasytox > 

3,000 

2,550 

275 



Fenitrothion J 

Diraethoatc 

500 

350 

900 
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Production Requirements of Pesticides by 1978-79— Contd. 


1 

2 

3 

4 

5 

6 

Phosphamidon 

650 

636 

, 

■ _ _ 

_ 

DDVP 

Monocrotophos 

300 ) 
450 J 

276 

1,400 

— 

— 

Phorate 

450 

— 

1,050 

- f 

. _ 

Disyston 

200 

— 

_ 

_ 

200 

Thiodemeton 

200 

— 

_ _ 


200 

Formothion 

200 

— 

_ 

_ 

200 

Thiomelon 

100 

— 

_ 


100 

Quinalpinos 

300 

200 

— 

— 

100 

Cytrolcnc 

250 

— 

250 

— 

_ 

Mis. Insecticides (Carbafuran, Aldicarb, Methomyl, 

Phenothoate, Dicrotophos, Phosvcl, etc.) 

1,330 

600 

1,050 

— 


Fungicides 

Copper Oxychloride 

650 

2,284 

— 

— 

— 

Thiocarbamatcs (Zineb, Maneb etc.) 

5,000 

3,550 

2,400 

— 

-. 

Nickel Chloride 

150 

300 


_ 

— 

Organo Mercurials 

15 

86 

— 

— 

— 

Wettable Sulphur 

1,000 

1,500 

— 

— 

— 

Other Miscellaneous Fungicides 

Like Benlate, Organic Tin, Compounds Hinosen, PCNB, 

Vitavax Plantavax, Fenitia/on etc. 

500 

— 

135 


365 

Acaricides 

Tedion/Morocide/Ethion/Morestan/Kelthane 

150 

» 

120 

— 

30 

Antibiotics 

Aureofungin and Streptocyyclinc 

5 

0.5 

— 

— 

4.5 

Weedicides 

2, 4-D and 2, 4, 5, T Croup 

1,000 

1,935 

— 

— 

— 

Paraquat 

500 

— 

2.500KL 

— 

— 

Dalapon 

800 

— 

250 

— 

— 

Propanil 

250 

— 

1,500 

— 

— 

Nit ro fen 

500 

— 

— 

— 

— 

Triallete/Alachlor/Butachlor/Propachlor 

800 

— 

— 

— 

800 

MSMA/DSMA 

800 

~ 

1,000 

— 

— 

Experimental and Miscellaneous Herbicides 

Banvel, Probe Trufluralin, Sinabar, Sirmate, Triazine, 

Sub-Ureas etc. 

800 

— 

— 

-- 

800 

Plant Growth Regulants 

Cycocel, Ethephnon, Maleic Hydrazide, Alar, Gibbercllic 

Acid 

200 

10 

281 

— 

71 

Rodenticides 

Zinc Phosphidc/Warfarin/Coumafuryl/Cynodust 

300 

516 


— 

— 

Fumigants 

Aluminium Phosphide 

1.000 

450 

180 

— 

370 

MB/EDB etc. 

800 

608 

“ 

— 

192 

Nematocides 

Metham N. Sodium/Tcrracur/DBCP/DDT/Telonc etc. 

100 

— 

50 

— 

50 


Source : Guidelines For Industries: 1976-77. 
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Generalised System of 
Preferences 

TW 

1042 

India—EEC Joint Commis¬ 


sion 

TW 

959 

India’s Foreign Trade 

TW 

873 

Indo-Soviet Trade 

TW 

875, 1046 

Indo-Soviet Trade Talks .. 

TW 

787 

Indo-Sudan Trade 

TW 

787 

Indo-Yugoslav Trade 

TW 

654 

International Trade, Pay¬ 
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Finance 

RS 
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PV 
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PV 
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Trade Agreement with 
Romania 
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1131 

Trade with USA 

TW 
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World Trade in 1974 

TW 
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At the Frankfurt Auto¬ 
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TW 

704 
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TW 

914 
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LA 
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PV 
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U 
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PV 
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Ummat, R.C. 

AN 
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▲_:_u_ n.i!__i 


Agriculture Refinance and 
Development Corpn. .. 1001 

Alirox Abrasives .. 878 

Alkali and Chemical Corp. 1048 

Aluminium Industries .. 878 

Anand Synthetics .. 658 

Andhra Pradesh Industrial 
Development Corpn. 1051 

Apollo Tyres .. 749,825 
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Pvt Ltd. 

963 

Ashok ley land 

Atul Products 

960 

V 7 

‘B’ 


Ballarpur Industries 

960 

Bally jute 

Bank of India 

Best and Crompton Engi¬ 

789 

709 

neering 
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Bharat Bijiee 

876 

Bharat Steel Tubes 

707 

BHEL 

1052 

Blundell Eomitc Paints 

917 

Bokiyu Tanneries 

1051 
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•c 

OAFI 

Calcutta Electric Supply 
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Corpn 
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1051 
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963,1003, 1103 
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656.917 

Costal Papers 
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poration 

878 
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•D* 

Dcccan Sugar 

1132 
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1134 

Delhi Cloth ) 

823 
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Deposit Insurance Cor¬ 

1002 

poration 

963 

Derco Cooling Coils Ltd .. 

1134 

Dividends 

659,710. 751, 
792, 827, 879, 
918,963. 1003, 
1052, 1103. 1134 

Drillco Meta! Carbides 

1052 

T/ 

East Anglia Plastic 

Electrical Manufacturing 

1133 

Company 

Electronics Corporation of 

916 

India 

917 

Escorts 

1132 

r 

Fertilizer Corporation of 

India 

1001 

Formica India 

823 

Frick India 

656 
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pany 

963 

Glaxo 

824,1101 
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Hada Steel 

1133 

Hindustan Machine Tools 

1001 
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ICICI 
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878 
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1048 

Indian Fine Blank 

1001 

Indian Oil Corporation 
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Indian Oxygen 
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Indian Rayon 
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ITC 

‘i* 

916 

1133 

Jay Electric Wire Corpo- 
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1003 

Jay Engineering Works 

791 

Jiyant Vitamins 
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J.K. Chemicals 

879 
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1001 

Jyoti Ltd. Baroda 

748 

•K’ 

Kirloskar Oil Engines 

823, 961 

Kirloskar Pneumatic 

1051 

Kothari (Madras) 
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KSIDC 

791 


• 1 / 
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751. 1053. 1135 
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748 
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707 
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792 
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Orissa Industries 
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962 
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Scindia Steam 
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SLM-Maneklul Indust- 

ries 

917 
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Southern Medico Indust- 
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Southern Steel 

1051 

Sundaram-Abex 
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Syndicate Rank 
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■T* 

Tata Chemicals 

878,960 

Tata Exports 

825. 960 

Telco 

792,825 
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791 

‘U’ 

Uni Abcx Alloy Products.. 
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Unit Trust 
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Universal Conveyor Belt- 

mgs 
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Usha Rectifier 

823 

Uttar Pradesh Straw and 

Agro. Products Ltd. 

878 


•v 
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-* 
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915 

Vazir Sultan 
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uttartara 

“nTes'with Moscow 


That the prime minister’s six-day visit to the Soviet Union further strengthened 
the bonds of friendship between India and the USSR was amply dear from the 
joint declaration issued on June 13. 1976. Understandably, the declaration 
recalled the "Treaty of Peace, Friendship and Cooperation” which was signed in 
New Delhi on August 9, 1971 and which had rendered great psychological 
assistance to this country in resolving the Bangladesh tangle live years ago. What 
was more, the USSR government "expressed its full understanding of the efforts 
of the government and people of India aimed at solving the complicated socio¬ 
economic tasks facing the country”. It was in fact this attitude of positive inter¬ 
pretation by the USSR of events in this country and similarly, of happenings in the 
USSR by our country, which had brought the two countries nearer to each other. 

Reviewing the international political scene, the declaration expressed its 
concern at the prolonged "unsettled situation” in west Asia and pleaded for 
meeting the legitimate demands of the people of Palestine. It also listed identity 
of views between the two countries on the problems of Cyprus and Korea and 
welcomed the independence of Angola, Mozambique, Guinea-Bissau, San Tome 
and Principe. At the United Nations, the two countries had always operated 
in a cooperative manner chiefly due to the sameness in outlook on numerous 
issues. In particular, the hardships faced by the developing countries in inter¬ 
national trade due to discrimination and exploitation by the developed countries 
have always brought forth identical approaches in international forums. That is 
why the declaration emphasized "the urgent need to eliminate discrimination and 
other obstacles in international trade and to put an end to inequality and 
exploitation in international economic relations." 

The most important section of the declaration expressed the readiness of the 
USSR government to render appropriate assistance to our country in achieving 
the objective of “strengthening the country’s economic independence.” With 
this goal in view, economic and technical cooperation between the two countries 
has already been developed and diversified in such key areas as ferrous and non- 
ferrous metallurgy, engineering, power generation, extraction and refining of oil 
and natural gas, coal and mining industry, agriculture and other allied fields. 
From now on, the two countries will seek to expand production in the above- 
mentioned branches with two important additions, namely, electronics and 
textile industry. In addition, the existing collaboration in the fields of scientific 
and technical cooperation will be further augmented. The launching of Aryabhata 
from a Soviet launcher will now be followed by another Indian satellite. And 
the search for new areas of cooperation in industry and elsewhere will continue. 

A high-power delegation led by Mr M.G. Kaul, secretary in the ministry of 
Economic Affairs, had left for Moscow a few days before the tour of our prime 
minister commenced. This delegation was expected to sort out the rupee-rouble 
tangle (how many rupees equal a rouble?) which had remained unresolved for 
more than a year. It was believed that a workable arrangement would be 
thrashed out even before the prime minister set foot on the Soviet soiL While 
it was not expected that a mention would be made of any agreement on this 
question in the joiot declaration, yet the absence of news on this subject 
indicated that the Kaul mission had not been a success, notwithstanding the 
warm reception given to our prime minister. Whether the rouble was equal to 
eight rupees or 12 rupees, was the moot question. The exchange rate was 
relevant in regard to past debts incurred by our country which had now to be 
repaid or to the non-oommercial transactions. The trade deals were all in 
rupees and hence there was no point of dispute. 



New approach to 

export publicity 


The annual report of the union Com¬ 
merce ministry for 1975-76 has 
explained the various measures under¬ 
taken by the Directorate of Exhibitions 
and Commercial Publicity to make 
foreign countries aware of India’s 
export potential and performance. 
“The concept of overseas publicity,” 
says the report, ‘‘has thoroughly 
changed with the deployment of 
modern techniques and result-oriented 
approach” and that “this has proved 
useful in terms of business secured”. 
It refers to the careful selection of 
products and participants in inter¬ 
national fairs and exhibitions, employ¬ 
ment of modern architectural and dis¬ 
play expertise, and accurate planning 
and proper selection of thematic con¬ 
tent of pavilions in order to make 
Indian participation more attractive 
and appealing. 

In 1975-76, India participated in 13 
international fairs and organised five 
exclusive Indian exhibitions abroad. 
The fairs were held in Italy, France, 
Zambia, New Zealand, Yugoslavia, 
Iran, Iraq and West Germany and the 
exhibitions were arranged in Bangkok, 
Seoul, Dubai, Montreal and Toronto. 

business secured 

The report does not indicate to 
what extent India’s participation in 
these fairs and exhibitions helped to 
secure export orders especially for non- 
traditional goods. The report however 
says that participation in 20 specialised 
commodity fairs yielded business to 
the extent of Rs 4.53 crores and that 
business to the extent of Rs 5.76 crores 
was under negotiation. But no infor¬ 
mation is given as to where these specia¬ 


lised fairs were held and what were the 
commodities that were sold. 

The report points out that India’s 
participation in fairs and exhibitions 
has yielded “good results”. It says: 
“The objective to participate in these 
fairs and exhibitions is no longer con¬ 
fined to project the image of quality 
products only but also to promote 
business on the spot and pave way for 
future commercial links. With this in 
view, systematic efforts have been made 
in selecting exhibits and exhibitors. 
Display techniques have been consisten¬ 
tly improved upon, architects and 
interior decorators of standing have 
been engaged and new product lines for 
export have been successfully intro¬ 
duced.” The Commerce ministry how¬ 
ever should make continuous efforts to 
further improve the techniques of 
participation in close cooperation with 
business organisations. 

West Asian market 

The report should have explained 
what steps are being taken by the Com¬ 
merce ministry to intensify our publi¬ 
city in the markets of West Asia where 
vast export opportunities have arisen. 
Our exports to the countries of West 
Asia rose from Rs 178 crores in 1973-74 
to Rs 416 crores in 1974-75, an increase 
of 134 per cent. But our country has 
been slow in availing itself of the boom 
in West Asia for selling its goods. Our 
share in the import trade of these coun¬ 
tries continues to be negligible, being 
only between two and four per cent. 
Prof. Chattopadhyaya, the union Com¬ 
merce minister, has suggested that India 
should try to secure at least a share of 
15 per cent in the import trade of the 
countries of West Asia in the next few 


yean. It is true that there are various 
impediments to export promotion 
especially the severe congestion in 
'many West Asian ports. But as these 
problems arc being tackled, we should 
intensify our publicity in this region. 
We have to adjust our strategy to suit 
the requirements of these markets. 

Arabic literature 

As MrT.C. Broca, chairman of the 
Tea Board, said at a seminar, "the 
publicity literature which we are send¬ 
ing to the countries in West Asia is 
invariably written and printed in very 
elegant Queen's English. Now this 
language, of course, is universally popu¬ 
lar, many people understand it, but in 
this region they prefer to see literature 
printed in Arabic. Now this is where 
the Japanese always score over every¬ 
body else. The very first things 
Japanese does is to produce the litera¬ 
ture relating to his product in the local 
language. Whether he’s on TV or 
whether he’s on cinema or whether he’s 
in his usual folder, he is always one 
step ahead of the others”. 

What is being done to promote our 
publicity in the countries of east 
Europe? The Commerce ministry’s re¬ 
port does not give an encouraging picture 
about our export trends to this region. 
It says, “The performance of exports 
to east European countries did not 
show any significant increase—the in¬ 
crease was only marginal(1.5 per cent). 
Exports to the USSR, the largest single 
buyer, had risen only by about four 
per cent to Rs 225 crores in April- 
September, 1975 as compared to Rs 126 
crores in April-September, 1974, while 
in the whole year of 1974-75, exports 
had increased by 46 per cent when com¬ 
pared to 1973-74. However, in the 
case of Rumania, exports had increased 
from Rs 9 crores to Rs 15 crores re¬ 
cording a jump of 79 per cent during 
April-September 1975”. Though state 
organisations have been dominating the 
foreign trade of these countries, they 
do provide opportunity in various 
forms to publicise our products. Some 
of the studies recently issued by the 
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Indian Institute of Foreign Trad* have 
clearly brought out the vast scope for 
increasing our exports to the countries 
of east Europe and the need for effec¬ 
tively exploring these markets. One 
of the studies referred to a statement 
made by the director-general of a 
Czech foreign trade corporation who 
regretted that the Czechs had to go to 
India to buy and suggested that he 
would like to see Indian businessmen 
coming to their country more often to 
sell. 

•xport promotion 

In addition to the commercial publi¬ 
city undertaken under official auspices, 
New Delhi should give more encourage¬ 
ment to businessmen to go abroad on 
export promotion work. For this pur¬ 
pose, the government should further 
liberalise the release of foreign exchange 
and simplify the procedures. It has 
been suggested that the minimum daily 
allowance for businessmen going abroad 
should be raised from the present $72 
per day to at least SI00 and also to 
provide additional allowance for enter¬ 
tainment, for surface travel and for 
other essential purposes which ultima¬ 
tely will help India to secure more 
business. The abolition of the P form 
has also been suggested in the context 
of the improved balance of payments 
position. If New Delhi cunnot agree 
to the latter proposal, it should examine 
the scope for adopting a more liberal 
approach for the release of foreign 
exchange not only for export promotion 
tours but also those which are under¬ 
taken for arranging industrial col¬ 
laborations. 

About internal commercial publicity, 
the annual report of the Commerce 
ministry gives little information. Yet, 
this is also of great importance from 
the point of view of export promotion. 
Our exporters should be correctly and 
promptly informed about the oppor¬ 
tunities available in various parts of the 
world and the changes that are made 
from time to time in the import policies 
abroad as well as in the implementation 


of the generalised scheme of pit- 
ferences. The provisions of the trade 
agreements that India enters into with 
other countries are seldom made known 
to the public. Even if some parts of 
these agreements may have to be kept 
confidential, there is no reason why 
their other aspects should not be widely 
publicised. The Commerce ministry's 
report reveals that trade protocols were 
concluded in 1976 with Bulgaria, 
Czechoslovakia, Hungary and Poland 
and that a similar protocol was going 
to be concluded shortly with the Demo¬ 
cratic Republic of Korea. The report 
also refers to the trade agreements al¬ 
ready signed with Brazil, Chile, Peru 
and Colombia and it is stated there is 


The monetary authorities have been 
latterly planning expansion of credit 
on an annual basis for the period end¬ 
ing April instead of the earlier pro¬ 
cedure of directing the scheduled com¬ 
mercial banks to effect contraction of 
credit on a defined basis during the 
slack season and build up resources. 
These surplus funds, if they were suc¬ 
cessfully accumulated, were to be 
utilised for expanding credit in the 
subsequent busy season. In view of the 
new developments arising out of mas¬ 
sive procurement operation and in 
order to provide flexibility for credit 
planning, member banks have now 
been told that they should observe 
strictly the statutory liquidity and cash 
reserve ratios and borrow from the 
Reserve Bank only when there was 
compulsion. 

In the light of growth in deposits 
and the success attending the imple¬ 
mentation of the recommendations of 
the Tandon Committee refinance faci¬ 
lity also has been suitably stiffened, 
in this process the lending institutions 
have been obliged to exercise the grea¬ 
test care when utilising their resources. 


a proposal to conclude an agreement 
with Argentina and Mexico. But 
UdyogBhavon should not be unduly 
secretive about the provisions of these 
agreements. 

The Commerce ministry’s report says 
that the economic outlook for 1976-77 
appears to be promising, that it should 
be possible to generate more export 
surpluses and that we should strive for 
significant increases in our exports. 
The Commerce ministry therefore 
should resort to intensive and imagina¬ 
tive publicity to create greater export 
consciousness within India and to make 
foreign countries aware of our capacity 
to deliver the goods. 


As there has been a keen demand for 
funds since the beginning of last year 
due to heavy imports, accumulation 
of stocks with many industries and a 
phenomenal growth in food credit, 
banks have been maintaining cash 
balances at minimum levels and adding 
to their holdings of government securi¬ 
ties, treasury bills and approved securi¬ 
ties only to the extent dictated by the 
statutory liquidity ratio. 

The experience of banks in the 12 
months ended April 30, 1976 clearly 
suggests that the unprecedented expan¬ 
sion of food credit has had a queer¬ 
ing effect and statutory liquidity obli¬ 
gations could be observed only with 
the use of refinance facilities provided 
by the Reserve Bank. Thus, against 
the increase in deposits of the schedu¬ 
led commercial banks by Rs 2379 
crores between May 2,1975 and April 
30, 1976, aggregate advances rose by 
Rs 2,335 crorcs or very nearly equal 
to the additions to deposits. This 
phenomenal growth in advances was 
due mainly to the big rise in food 
credit by Rs 1,035 crores. Non-food 
credit therefore accounted for Rs 1,300 


Meaningful credit planning 
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crores. Investments in government 
securities and treasury bills alone were 
higher by Rs 624 crores in the same 
period, and the statutory liquidity 
ratio could be maintained at the sti¬ 
pulated level along with the cash 
reserve ratio only with an increase 
in borrowings from the Reserve Bank 
by Rs 508 crores. 

growth in advances 

The credit planning for 1976-77— 
May 1, 1976 to April 30, 1977—has 
been attempted recently by the Reserve 
Bank on the basis of the experience of 
1975-76. It has been estimated that 
the growth in deposits in 1976-77 
will be Rs 2,600 crores and non-food 
credit will have as its share Rs 1,400 
crores. Procurement credit is expected 
to increase by Rs 300-350 crores and 
credit for fertiliser stocks by Rs 200- 
250 crores. The outside limit for growth 
in advances is, therefore, expected to 
be Rs 2,100 crores. With the statutory 
liquidity ratio of 33 per cent necessita¬ 
ting investments out of new deposits 
of Rs 858 crores and cash reserve 
ratio of four per cent requiring the 
maintenance of additional balances 
of Rs 104 crores with the Reserve 
Bank, member banks will be left with 
only Rs 1,638 crores against the 
growth in advances of Rs 2,335 crores. 

The gap will be Rs 697 crores and 
there will have to be an increase in 
borrowing from the Reserve Bank to 
this extent if the cash reserve and 
statutory liquidity ratios are to remain 
unchanged. This will mean that there 
will have to be a big increase in the 
level of borrowing of member banks 
from the Reserve Bank and a diffi¬ 
cult situation will arise in the next 
busy season if any attempt is made 
to stiffen further refinance facilities 
against procurement credit and alter 
also the basic quotas for borrowing 
against usance bills and under the bill 
market scheme. 

The actual developments, however, 
may come about differently and the 
pressures may not build up to the 


extent anticipated, not because of a 
reduced increase in demand for funds 
but because of a likelihood of faster 
growth in deposits and a . change in 
the content of expansion of credit. 
In view of the higher level of national 
income, injection of massive purchas¬ 
ing power with intensification of 
procurement operations and increasing 
monetisation of the economy, it is 
likely that the additions to deposits 
in 1976-77 may even be Rs 2,750 
crores. There is no reason why there 
should be a net big increase in credit 
against fertiliser stocks, by Rs 250 
crores. 

These stocks are already at a 
high level afid it was only recently 
observed by Mr A. P. Shinde, union 
minister of state for Agriculture that 
sales from pool stocks of 1.5 million 
tonnes have been suspended in order 
to facilitate an increase in offtake 
from stocks of indigenous producers. 
The latter have been complaining that 
they are unable to market current 
production fully and in some 
instances it is even necessary to slow 
down production or advance main¬ 
tenance shutdowns. The stocks with 
the major producerers arc estimated 
to be around two-months' output and 
it will not be wrong to say that at the 
annual rate of two million tonnes of 
nitrogen, stocks are roughly now at 
350,000 tonnes. 

excess stocks 

Usually only about a fortnight’s 
stock is held which will mean that 
excess stocks are 260,000 tonnes. It is 
needless to say that pool stocks are at 
a high level and the excess stocks can 
be easily 300,000 tonnes of nitrogen. 
With the prospect of indigenous pro¬ 
duction of nitrogenous fertilisers rising 
to 2.2 million tonnes in 1976-77 and 
excess stock of 550,000 tonnes of nitro¬ 
gen, it may not be necessary to arrange 
for imports of more than 500,000 ton¬ 
nes of nitrogen, besides securing the 
required quantities of raw materials. 
As imports will be only replacing a 


reduction In , stocks in the pool and 
with .indigenous producers, there is no 
need fbr a net expansion of credit by 
Rs 250 crores against fertiliser stocks. 
Apart from saving foreign exchange 
expenditure the government will be 
enabling the indigenous producers to 
maximise output with the existing 
capacity. 

food procurement 

In respect of food procurement how¬ 
ever there will be need for expanding 
credit in a bigger way even if the out¬ 
put in the 1976-77 agricultural season 
is around 112 million tonnes. With 
the timely onset of the south-west mon¬ 
soon, the yield of kharif crop may 
again be satisfactory though a definite 
view in this regard can be taken only 
in October. It is nevertheless impor¬ 
tant to bear in mind that easy avail¬ 
ability of fertilisers, high-yielding seeds 
and power should enable farmers to 
repeat the performance of the last 
kharif season. As food scarcity has 
disappeared even in the deficit areas 
and even with heavy procurement 
purchases, large stocks are held by 
farmers, the general tendency will be 
to dispose of a larger proportion of 
current production in the open market 
and tender quantities also to official 
agencies in order to secure cash. 

The question rises as to what will be 
the level of procurement before April 
next year and what will be quantum of 
imports and net additions to buffer 
stocks. In spite of the fact that the 
wheat procurement target has already 
been surpassed, fresh purchases are 
likely to be for two million tonnes. 
Rice procurement may again be six 
million tonnes and imports at least two 
million tonnes. There may also be 
purchases of two million tonnes of 
wheat and one million tonnes of coarse 
grains in the closing months if there is 
a repetition of performance of recent 
months. The offtake from fair price 
shops during 11 months ending April 
1977 may not be more than eight 
million tonnes suggesting that the 
increase in buffer stocks will be five 


BAVTCUN ECONOMIST 


1322 


JUNE 18*1976 



million tonne* ’from the level of 15 
million tonnes at fim end of May. 

The expansion of credit will, there¬ 
fore, have to be over Rs <500 crones if 
imported wheat and large rice stocks 
are to be maintained in the buffer. 
There may not of course be a big 
increase in non-food credit as any net 
rise in credit in this sector in some 
direction may be offset by a drop in 
other directions in the same sector. 
This will be due to a decline in the 
stocks of sugar, steel and textiles. If 
higher prices for imported items and a 
higher level of industrial production 
have a complicating effect, the released 
funds from some inventories will have 
a sobering effect. What is therefore 
necessary is a caiefuI policy in regard 

Milk for 


The final report of the National 
Commission on Agriculture gives 
exhaustive treatment to the subject of 
animal husbandry, particularly to dairy 
development and improvement of 
draught animals. Apart from providing 
nourishment to the population, cattle 
arc the mainstay of our agricultural 
operations as ma jor source of draught 
power and organic manure. They are 
also a major means of transportation 
between our villages and towns. The 
by-products of animal population such 
as hides and skins, bones and guls add 
to the income mainly of the lowest 
strata and vulnerable sections of rural 
society and earn sizeable foreign ex¬ 
change for the nation. 

It is, however, ironical that in spite 
of this country having the largest 
cattle and buffalo population in the 
world, food of an average Indian con¬ 
sists of very little protein derived from 
milk or its products. Against the 
requirements of 201 grams prescribed 
by the Indian Council of Medical 
Research, the availability per head is 
110 grams. Even though our milk 
production has been steadily on the 


to fresh imports of foodgrains and 
fertilisers and the continuenoe of the 
present facilities for securing refinance 
against food credit. Hie - Reserve Bank 
may even think of reducing the cash 
reserve ratio by one per cent as there 
is no meaning in having a high level of 
borrowing of member banks when their 
resources are impounded. In view of 
the continuing pressure on the banking 
system and the need to make best use 
of indigenous resources, the credit 
policy will have to be flexibly adminis¬ 
tered. The government also can afford 
to be more cautious in importing food- 
grains and fertilisers in view of the 
present happy situation. Credit plan¬ 
ning would then be fully, worthwhile 
and meaningful. 

millions 


increase, per capita availability has 
dwindled because of the relatively 
bigger increase in population. The 
milk yield in our country is very 
low; it is on an average 157 kg 
per cow and 504 kg per buffalo 
per year, as against 3000-4000 kg per 
cow in many western countries such 
as Britain and Denmark. Similarly 
draught power of our animals has 
large scope for improvement. The 
deteriorating quality of our stock ar.d 
the lack of adequate and nutritious feed 
are the two main reasons for the poor 
performance of our cattle. It is 
estimated that the country produces 
hardly two-thirds of fodder require¬ 
ments of our animals. As for con¬ 
centrates, it is not even one-quarter of 
the requirements. Over and above 
this, there is very little cattle health 
care available in the countryside. 

Considering the numerical strength 
of our cattle and the possibilities of 
improvement in the quality of their 
stock that modern scientific methods 
provide, there is unlimited potential 
for the development of our cattle 
wealth which can substantially con¬ 


tribute to the economic Advance of the 
country, particularly its rural popula¬ 
tion. The National Commission on 
Agriculture has come out with recom¬ 
mendations, in the perspective of the 
coming quarter century, up to 2000 AD. 
Apart from some inane ones, which 
every farmer should know and has 
been following over centuries, there 
are substantive recommendations which 
can make the country realise the full 
potential of its animal wealth over the 
years. 

steady increase 

Since Independence there has been 
a slow but steady increase in our cattle 
population. However no worthwhile 
improvement took place in the quality 
of our stock. This has resulted in a 
large drain on our feeding resources 
without a commensurate gain in milk 
yield or draught power. As the size 
of land holdings is getting smaller and 
smaller by the passage of time, the need 
for bullocks grows because every house¬ 
hold howsoever small its holding, 
wants to have its own bullocks for 
ploughing its land and driving its cart 
and bullock power continues to be 
under-utilised. 

If optimum use could be made of 
our bullocks a lesser number 
would be needed and consequently 
the cows required for producing 
them would also be smaller in 
number. To that extent more feed and 
fodder would be available for each 
animal. The National Commission has 
therefore given serious thought to the 
elimination over a period of 25 years 
of the unwanted and non-descript 
cattle so that quality stock is given 
due care and attention. 

There arc a number of fine breeds of 
cattle available in the country that can 
provide good foundation stock for 
initiating cattle development pro¬ 
grammes. The need is for building up 
herds of pedigree cattle for the pro¬ 
duction of superior bulls in large 
numbers. Government had initiated 
cattle development plans under the 
Key Village Scheme and the Intensive 
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Cattle Development Projects (1CDP) 
and cross-breeding was started under 
various schemes with the aid of certain 
foreign agencies. Breeders societies 
for registration of cattle, supply of, 
breeding stock of Hariana, Gir and 
Ongole cattle and Murran buffaloes 
were initiated and a coordinated 
research project for cattle breeding 
was started for cattle as well as 
buffaloes. These schemes were envi¬ 
saged to establish farms for superior 
germplasm, at the same time giving 
attention to breeding, feeding effec¬ 
tive disease control, scientific manage¬ 
ment practices and organised market¬ 
ing facilities. Under the ICDP 
scheme each project was to cover 
100,000 brccdable cows and she- 
buffalocs to produce sufficient milk in 
a compact areas with good potential. 
The Indian Institute of Management, 
Ahmedabad, which made a study of 
ICDPs in 1967 came to the conclusion 
that the scheme was an effective method 
of cattle and dairy development. The 
Programme Evaluation Organisation of 
the Planning Commission however 
found lags in the supply of inputs. 

dual purpose 

It is essential that such breeds of 
cattle as well as buffaloes are encouraged 
as are able to provide efficient draught 
animals as well as milk sufficient for 
the requirements of our population. 
The scientists’ panel on animal hus¬ 
bandry set up by the union ministry of 
Agriculture had in 1965 suggested 
selection among the indigenous pure 
breeds, grading of the non-dcscript 
with these established breeds and 
cross breeding with exotic foreign 
stock. There arc certain tracts however 
where breeds of purely milch cows and 
buffaloes can be raised with profit. 
Encouragement should b: given in these 
areas for the improvement of these 
breeds rather than try to make them 
dual purpose animals. Similarly there 
are tracts where farmers have with 
profit raised selective breeds of draught 
animals and derived large incomes by 
the sale of good quality bullocks. 

EASTERN ECONOMIST 


Planned efforts should be made at. 
lioproving their draught capacity. 

Buffalo is getting increasingly popular 
in the northern states for milk as well 
as draught purposes. The National 
Commission on Agriculture has recom¬ 
mended that seed stock buffalo farms 
should be established and research 
studies on the effect of feeding and 
husbandry on fattening buffalo calves 
should be undertaken. Consumption 
of buffalo meat should be promoted 
inside the country and steps taken to 
develop export trade in buffalo meat. 

milk requirements 

The Commission has estimated milk 
requirements by the year 2000 at 64.40 
million tonnes. This is far to go from 
the current production at 21.70 million 
tonnes. According to the Commission 
milk production in the country will 
have to double by 1985. This can be 
achieved only when our existing low 
producing stock is replaced by cross¬ 
bred cows and improved indigenous 
varieties. The Commission has recom¬ 
mended that cattle and buffalo develop¬ 
ment programmes should be taken up 
in 1.50 selected districts by 1985 and in 
200 districts by the year 2000. For 
artificial insemination, it should be 
possible to set up frozen semen stations 
in 75 districts by 1985 and 100,000 
brccdable animals should be covered 
in each district. By the year 2000, all 
the 200 districts should be provided 
with semen banks. 

In spite of the adoption of recommend¬ 
ed methods the cattle population is 
going to increase up to 1985 and there¬ 
after the number will tend to come 
down. If the recommendations made 
by the Commission are implemented, 
it believes the gap between demand 
and production of milk can be 
effectively bridged between 1985 and 
the year 2000. Even with reduced 
total stock, improved milk supply and 
draught power can fully meet the 
increasing demand (see Records and 
Statistics, pages 136L and 1362). 

Organised dairying has three func¬ 
tions: (i) production of milk, (ii) collee- 
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tkm and propping, end $9n»*ic«ttag 
of milk end-ita products, The Goes- 
mission has recommended that all these 
activities should be executed through 
integrated projects preferably by 
cooperatives. Apart from providing 
subsidiary income to most farmers this 
could become the main occupation of 
a large number of landless and 
marginal farmers who could for the first 
time get access to cash income they 
have hardly ever experienced so far. 

'Operation flood*, the dairy develop¬ 
ment and milk distribution scheme 
being implemented by the central 
government, has been able to make a 
breakthrough. It aims at generating 
more milk at rural milk shed areas and 
transporting the surplus to four metro¬ 
politan cities of Delhi, Bombay, Calcutta 
and Madras. The scheme has the twin 
objective of rural economic uplift of 
10 tniltion milk farmers and supply of 
milk to 25 million urban consumers. 
It has helped in exposing the village 
population to modernity and better 
hygiene. Availability of milk has in¬ 
creased and even pockets of surplus 
have emerged by the operation of the 
scheme. 

unlimited potential 

This is indicative of the potential 
that cattle breeding on scientific lines 
and dairy development have for promot¬ 
ing rural uplift. The economic social 
and cultural life of our villages is 
largely linked with its cattle wealth. 
Commissions and committees have off 
and on been set up over the years 
starting with the Royal Commission on 
Agriculture which submitted its report 
in 1928. Unfortunately, as on many 
other subjects of national importance, 
these reports have largely remained in 
the limbo of neglect. The National 
Commission on Agriculture has put in 
hard labour on inquiring into every 
aspect of animal husbandry. With 
growing population and rapid urbanisa¬ 
tion, organised dairying and scientific 
husbandry on the pattern recommended 
by the Commission cannot brook 
delay. 
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Capital's Gomdora 

R. C. Ummat 

Price trends • Manufacture of essential 
products • Sole selling agencies 


An analysis of the behaviour of prices 
of manufactured commodities vis-a-vis 
those of industrial raw materials and 
food articles, conducted recently by 
the department of Civil Supplies and 
Co-operation in the ministry of Indus¬ 
try and Civil Supplies, has thrown up 
some interesting trends. The overall 
fall of 7.1 per cent in the wholesale 
prices index (base 1961-62=100) in 
December, 1975, over December 1974, 
it has been found, was almost entirely 
due to the substantial decline of 11.2 
per cent in the prices of food articles 
and 20.6 per cent in those of indus¬ 
trial raw materials. 

decline in prices 

The prices of manufactured goods 
during this period declined marginally 
by 1.4 per cent. The indices of the 
•■liquor and tobacco”, “fuel, power, 
light and lubricants”, “chemicals” and 
“machinery and transport equipment” 
groups, on the other band, moved up 
by 3 per cent, 14.9 per cent, 4.1 per 
cent and 2.4 per cent, respectively. If 
note is taken of the fact that the items 
included in the groups “chemicals” 
and "machinery and transport equip¬ 
ment” are of the nature of interme¬ 
diate or finished goods—the former 
include caustic soda, soda ash, alum, 
bleaching powder, sulphuric acid 
and some ether acids and the latter, 
among other things, electric fans, 
GLS lamps, FT lamps, dry cells, 
radio receiving sets, and cables and 
wires--which can be considered toge¬ 
ther with the group of "manufactures”, 
no fall in prices is indicated over the 
year to December 1975. 

Taking the financial year 1975-76, 


a similar trend in price movements is 
indicated in respect of the groups 
"food articles”, “industrial raw 
materials”, “liquor and tobacco” and 
“fuel, power, light and lubricants”. 

food articles 

The prices of food articles during 
the period March 1975 to March 1976, 
showed a decline of 15.1 per cent and 
those of industrial raw materials to 
the order of 18.6 per cent. The prices 
of the “liquor and tobacco” and the 
“fuel, power, light and lubricants” 
groups went up by 4.4 per cent and 
13.5 per cent, respectively. 

The analysis for the period Decem¬ 
ber 1974, to December 1975, 
however, does not hold good for the 
period March 1975 to March 1976, 
in the case of “chemicals”, the prices 
of which during the latter period dec¬ 
lined by 4.1 per cent as against a 
rise of 4.1 per cent in the former 
period, and “manufactures” whose 
prices rose by 0.1 per cent over the 
year as against a decline of 4.1 per 
cent in the previous year. The overall 
wholesale prices index in March 1976, 
was lower by 8.5 per cent compared 
to the level a year earlier due to a 
decline of 18.6 per cent in the prices 
of industrial raw materials and 15.1 
per cent in those of food articles. 

An analysis of the price trends of 
individual manufactured items has also 
been done by the department of Civil 
Supplies and Co-operation for the 
period February 1972 to February 
1976. The overall wholesale prices 
index (base 1961-62=100) during this 
period moved up from 190.9 for the 


week ended. February 26, 1972 to 

284.1 for the week ended February 
28, 1976—an increase of 48.8 per 
cent. Among the major groups, 
the highest increase (109.7 per 
cent) was recorded by the “fuel, power, 
light and lubricants” group and the 
lowest (31 per cent) by the “Indus¬ 
trial raw materials” group. The "liquor 
and tobacco” group registered an 
increase of 32.6 per cent, the "machi¬ 
nery and transport equipment” group 
to the order of 61.1 per cent and the 
“chemicals” group to the extent of 
57.7 per cent The index for the 
“manufactures” group moved up by 

47.1 per cent and that for the “food 
articles” group by 44.3 per cent. Thus, 
whereas the wholesale prices of indus¬ 
trial raw materials went up between 
February 26, 1972 and February 28, 
1976 by 31 per cent, those of manu¬ 
factures rose by 47.1 per cent. 

disturbing fact 

A mote disturbing fact that has been 
revealed by this analysis, however, is 
that in the case of several manu¬ 
factured goods, the increase in prices 
during the four years to February 28, 
1976, has been much steeper than the 
increase in the price index for the 
“manufactures” group as a whole. 
These products include: coir yarn (62.3 
per cent), woollen manufactures (72.9 
per cent), knitting wool (89.6 pa* 
cent), cutlery and hardware (55.4 per 
cent), wood screws (50.2 per cent), table 
spoons of stainless steel (118.7 per 
cent), klik locks (51.5 per cent), bricks 
‘A’ quality (Delhi) (75.4 per cent), 
tiles (Mangalore pattern) (109.1 per 
cent), bricks first quality (Bangalore) 
(142.2 per cent), window glass (2mm) 
(158.6 per cent), window cut size 
glass(153.4 percent), bangles (120.0 
percent), pottery goods (61.9 per 
cent), aspirin (79.4 per cent), sodium 
salicylic(B. P. Flakes) (58.1 percent), 
quinine sulphate (68.0 per cent), cas¬ 
tor hair oil (large) (48.5 per cent),, 
Hamam large-sized soap (58.5 per 
cent). Lux (large) toilet soap (60.1 
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per cent), Sunlight (terg 6 ) soap (127.1 
per cent), paints and varnishes (74.6 
per cent), Protex talc powder (60.0 per 
cent), Afghan Snow (81.0 per cent), 
insecticides (114.2 per cent), shoes 
(55.4 per cent), Dunlop C. 49 giant 
cover (62.5 per cent), Dunlop giant 
tube (72.7 per cent), bus seat cushions 
(83.9 per cent), Duplex board (98.5 
per cent), craft paper (56.8 per cent) 
lamps and lanterns (53.0 per cent), tea 
(63.8 per cent), coffee (59.9 per cent), 
Horlicks (54.6 per cent), Gluco bis¬ 
cuts (62.9 per cent), plain cream 
crackers ATC (74.3 per cent), and thin 
arrowroot packets (86.1 per cent). A 
number of other manufactured goods 
are said to have shown a similar trend. 
But as they do not figure in the compi¬ 
lation of the wholesale prices index, 
they have not been mentioned in the 
anlaysis. 

smaller rise 

The prices of the following products 
during the above four-year period, 
however, rose to a smaller extent than 
the increase in the price index for the 
manufactures as a whole: textile yarn 
(15.8 per cent), cotton yam (9.4 per 
cent), rayon yarn (27.5 percent), tex¬ 
tiles (28.6 per cent), cotton manu¬ 
factures (34.7 per cent), silk and rayon 
manufactures (27.9 per cent), bolts and 
nuts (43.8 per cent), wire nails (25.3 
per cent), aluminium utensils (43.7 
per cent), glass tumblers (32.5 per 
cent), vaccuum flasks (43.6 per cent), 
6 Oz. cups and saucers of standard 
quality (26.6 per cent), lime (44.6 per 
cent), drugs and medicines (43.6 per 
cent), toilet requisites (44.4 per cent), 
rubber tyres and tubes (38.3 per 
cent), matches (nil), clocks and watches 
(29.7 percent). 

* * 

In still another analysis done by 
department of Civil Supplies and Co¬ 
operation, it has been observed that 
the production of several essential 
manufactured goods, which had shown 
an encouraging trend during the calen¬ 
dar year 1974, has tended to decline 


by the percentages indicated within 
brackets against them during the three 
months to March last. These include: 
toilet soap (15.8), washing soap (10.1), 
Janta soap (80.9), synthetic detergents 

(25.4) , matches (25), leather footwear 
—Indian type (14.5) leather footwear 
—western type (83-9), plastic footwear 

(44.4) , rubber footwear (33.3), razor 
blades (25.3), bicycle tyres (35.5), truck 
and bus tyres (13.6), dry cells (34), and 
vanaspati (30.1). 

changed specifications 

In the case of Janta soap, the fall in 
production is said to be accounted for 
by changed specifications. It is expected 
to go up when the improved Janta soap 
with 70 per cent total fatty matter, 
as against 65 per cent hitherto, is 
marketed in August next. The fall in 
the production of footwear is attri¬ 
buted to some extent to the strike in 
the factories of a leading manufacturer. 
No specific reason is mentioned in 
respect of the decline in the produc¬ 
tion of other products mentioned above 
—in the case of the some, the plausible 
reason is stated to be cut-back in 
production due to piling up of stocks. 
The supply position of all the above 
items, however, is considered to be 
fairly comfortable. The department, 
of course, is concerned about the fall 
in the production of several items. 
It fears that if the cut-back continues, 
it may lead to shortages and price 
hikes after some time. 

Of the other items included in the 
list of 20 essential commodities, the 
production of cement, cultural paper, 
scooter tyres, baby food and sugar, 
however, is stated to be on the 
increase and that of soda ash nor¬ 
mal. 

* • 

No blanket ban on the grant of sole 
selling agencies is envisaged for the 
time being. Only such cases where there 
is a purposeful diversion of a comp¬ 
any’s funds are proposed to be weeded 
out. 

The Company Law Board under¬ 
takes periodically case-by-case studies 


of sole selling agencies. The genuine 
agencies rendering essential services 
in the distribution of a product are 
generally approved. In the appoint¬ 
ment of sole selling agents abroad, 
the need for vigorous sales efiorts in 
export promotion is being kept in view. 

The Board is understood to have 
framed some broad criteria in decid¬ 
ing the cases of sole selling agencies. 
The factors being studied in each 
case before according approval or 
rejection are said to be: (i) the nature 
of the commodity traded: (ii) the 
extent of pre and after sales service 
rendered by sole selling agents; (iii) 
the extent of competition in the trade; 
(iv) the sales to bulk buyers; (v) the 
interest of sole selling agents in the 
principal company; and (vi) the organi¬ 
sational set-up of the manufacturers 
and the sole selling agents. 

economics of distribution 

Each case is being carefully consi¬ 
dered on merit having regard to all 
the relevant circumstances. The genuine 
cases such as those agencies which 
have set up a regular network of sales 
organisations or which have achieved 
certain economies of distribution by 
trading in goods of more than one 
company are being allowed to conti¬ 
nue. 

No approval is given to the sole 
selling agencies meant only for the 
diversion of a company's profits to 
a closely-held organisation in which 
the management of the company 
concerned is interested. 

Before a sole selling agency is 
terminated, some time is given to it 
for winding up its activities with a 
view not to suddenly disrupting the 
distribution channels. 

In cases where sole selling agencies 
are allowed to be continued, it is seen 
that the terms of their appointments 
are reasonable in relation to the 
cost of services rendered by them and 
they are in no way prejudicial to the 
interests of the manufacturing comp¬ 
any. 
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dectslcm li I 
every action to mrll- 
clpatfton, involving 
every employee at 
every level. A healthy 
eoncept resulting la 
a meaningful eeatrlhn* 
’tion to the nation—In 
keeping with the 
Prime Minister’s 
20-point programme 
for eeonomte/' 
prosperity. 


At BHEL. the decision-making process starts 
at the grass roots. Committees at the shop 
level, committees at the plant level and 
committees at the national lave!...the 
participative policy-making process is so 
penetrating and involving that people who 
make decisions are the people who implement 
them. Whatever be the natureof the decision: 
formulation of a welfare policy, rationalisation 
Of a production system or evaluation of an 
incentive scheme. The policy-maker, being 
also the implemented decisions get quickly 
transformed into actions and results. Leading 
to greater prosperity for the people 8t BHt’L 
aa wall as tor the people they ere serving. 

Mora power for greater production 

That, is the need of the day. And that, has 
been BHEL's goal all the way. True of an 
organisation where decisions are made by 
those who implement them, productivity 
has continuously gone up. And. not a single 
man-hour was lost through disputes over 
the last 4 years. In 1975-'76. production per 
employee went up by 24% over 1974-‘7e. 
Totally. BHEL produced equipment capable 
of generating 3215 MW of power during 
19/5-'76~contributing to greater industrial 
as well as agricultural production. 

Increased employment end training 
opportunities 

Well over 3.000 people were added to BHEL's 
staff last year, through direct employment 
alone. In addition. 44 small-scale units have 
come up around all the major production 
centres of BHEL providing employment to 
a further 2.000 people. 


_ jyruuia wen* piem rant 

career for every one of them. Deserving 
employees receive swift promotions. Regular 
training facilities are available to every 
employee, at every level. And. With the 
introduction of the multi-trade training 
programme, employees will even have the 
opportunity of choosing the career that 
matches their skill most. 

New schemes like Group Life Insurance for 
all the employees have been introduced. 
Modern townships. Hospitals. Dispensaries* 
Schools...every attempt is made to take ears 
of the people who take cere of the nation's 
power needs. 

And now these people, these 52.000 top 
decision-makers have taken yet another major, 
decision. A decision to dedicate themselves 
to the realisation of the Prime Minister's 
20-point programme I 


Power 
to the 
people 



18-20 Kasturba Gandhi Merg 
New Delhi 110001 


Our top decision- makers 



ba$th*n economist 


13$7 


JONB 18, 1976 

























The new hindustan*ht-73 ElectricTypewriter is fully indigenous and has all the features of any good 
imported model, plus a few of its own. Your Secretary can now breeze through a mountain of work 
effortlessly, because the fast and accurate hindustan-ht-73 incorporates:- 

A snap action, power operated carriage return. A key board with feather touch. 

A copy control that regulates space between platen and typing point. 120 tabulation positions, 

44 type bars-just to mention a few. 


Backed by superb expertise and trusted after-sales service. 

Hindustan.ht.73 


m 

For a fully illustrated brochun, of tbit 
exciting now moebino. mite to: 


hSnduBtan teleprinters limited 

(A Government of India Undertaking) Gutndy, Madras-600032 
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Recession: a 

Dr Amar Nath Dutta 


measure 
of imbalance ? 


Tha eonttnuad splll-ovar of idla capacity from ona industry 
to anothar ia indicative of in-built tandancias of 
stagnation which call for a revision of monetary and 
fiscal policies. 


For quite a long time our economy 
had grappled with a serious inflation 
that appeared almost uncontrollable. 
Thanks to the ingenuity of fiscal and 
monetary policies inflation has been 
controlled and stability returned. But 
demand management operations were 
applied at a time when the level of 
growth was already very Ipw and a 
strict menitoring of the money supply 
unfortunately became coterminus with 
a growing sluggishness of the economy. 
Whether this should be branded as re¬ 
cession is better left to be debated over 
but the fact is that a segment of the 
industrial sector today is faced with 
the twin problems of lack of demand 
and a fast accumulation of stocks. 

readjustment in demand 

The continued spill-over of idle capa¬ 
city from one industry to another is 
indicative of in-built stagnationist 
tendencies which have to be taken care 
of with all seriousness and prompt 
action. This calls for a suitable revi¬ 
sion of the monetary and fiscal policy 
to ensure a readjustment in consumer 
demand and galvanise the industrial 
sector to dynamism and growth. 

Beginning with late 1973, the world 
economy witnessed destabilising 
cyclical phenomena characterised by a 
spiralling price rise, severe recession 
and mounting unemployment The 
almost 400 per cent rise in oil prices 
and the deteriorating balance of 
payments position led to a further 


deceleration of the rate of growth, 
already down to 2 to 3 per cent in 
most of the developed economies. 

pronounced differences 

However, differences in inflation rates 
as between nations still remain pro¬ 
nounced. In the 12-month period 
ended December, 1973, the highest 
inflation rate was recorded by Iceland 
(43.6 per cent) and the lowest by 
Switzerland (3.4 per cent). Britain 
recorded a slight rise to 24.9 per cent 
against 24.2 per cent in the previous 
12-month period. The United States 
has brought down its annual rate of 
inflation from 11 per cent in 1974 for 
seven per cent in 1975, Japan from 24.5 
per cent to 11.8 per cent. West Ger¬ 
many from seven per cent to six 
per cent and France from 13.7 
per cent 11.7 per cent. 

The various restrictive policies to 
combat inflation adopted by these 
countries bred forces of recession and, 
as a result, 'unemployment gained 
phenomenal heights. The number of 
unemployed crossed one million 
mark in Britain in July 1975 for the 
first time since 1940 and West 
Germany had more than a million 
unemployed for the first time in 20 
years. The number of jobless doubled 
in New Zealand, Switzerland and 
Luxembourg. A mild recovery has 
been under-way since late 1975 but 
it is too slow to have any bearing 


on the developing countries, at least 
for some time to come. 

The developments in the industria¬ 
lised countries hit the developing 
countries hardest. With a less than 
self-reliant and growth-oriented indus¬ 
trial structure, the high prices of 
petroleum, industrial raw materials, 
fertilisers and foodgrains compelled 
these countries to reshape their 
Development plans and priorities. 

The situation in our country was 
aggravated because the recession 
which first set in in such industries as 
textiles, cars, steel and air-conditioners, 
extended over a wide range of consu¬ 
mer durables such as radios, refri¬ 
gerators, automobiles, T V sets, 
plastics, dry cells, electrical appliances, 
utensils, etc. Recession also affected 
a host of engineering industries, some 
priority induseries such as fertilisers 
and tractors and chemicals like soda 
ash. 

first symptoms 

How did the recessionary trends 
develop? The first symptoms of a 
recession become evident through a 
gradual decline in consumer demand. 
To the extent the consumer had to 
spend a substantial portion of his 
income on food and bare necessaries 
during the period of a continued 
price rise, adequate demand for indus¬ 
trial goods could not be generated. 
If demand did not pick up even after 
some stability had been achieved, the 
mason is that in the pricieg of most 
of the industrial goods excise duties 


eastern bcono*«*t 


1329 


JONB 18, 1976 



and other indirect, taxes constitute a 
major element. 

For the consumers as a 
whole, it then implies a negative 
price] and income effect. A steep 
increase in indirect taxes restricts 
consumer demand which in turn reacts 
adversely on production as unsold 
stocks continue to accumulate. It is 
therefore not surprising that while 
indirect taxes, particularly excise duties, 
moved in the upward direction, growth 
of industrial production registered a 
declining trend. In absolute terms, 
while collection of excise duties increa¬ 
sed by over 100 per cent from 
Rs 1,675.41 crores in 1970-71 to 
Rs 3,500.44 crores in 1975-76, indus¬ 
trial production (wirh 1970= 100 as 
base) rose by only 18.8 per cent in 
1975. 

adverse impact 

The restrictive measures to combat 
inflation had an adverse impact upon 
production. As a follow-up to the 
credit squeeze, most banks froze 
credits at levels outstanding on a parti¬ 
cular date irrespective of the limits 
sanctioned. Many proposals for set¬ 
ting up new industries and for effect¬ 
ing substantial expansion had to be 
shelved. Simultaneously, higher inter¬ 
est rates resulting in costlier bank 
credit pushed up the cost-price struc¬ 
ture of a number of industries. Because 
of the continued stagnation, the extent 
of capacity utilisation in industry has 
been drastically reduced and the 
gradually increasing gap between 
supply and demand in all probabili¬ 
ties would tend to create a serious 
imbalance in the economy. 

A study of some of the importent 
industries will make it clear that 
recession in consumer demand has 
been mainly caused by a steeply rising 
price structure. In almost every case, 
the imposition of excise duties and 
other indirect taxes has been quite 
substantial. How far industry has 


• been hit by recession will bo evident 
from the fast accumulation of stocks 
and the consequent decline in pro¬ 
duction. In the cotton textiles indus¬ 
try, both cloth and yarn stocks conti¬ 
nued to accumlate with mills and the 
inventory of unsold stocks had a dele¬ 
terious impact on the production of 
cloth' 

decline in cloth production 

Production of cotton yam during 
1975 dropped to 991 million kg from 
1007 million kg in 1974, a decline of 
about 1.5 per cent over the previous 
year. For mill-made fabrics, the dec¬ 
line was over five per cent from 4,316 
million metres to 4,078 million metres. 
The position has marginally improved 
at the end of January 1976 but the 
stock position is still alarming. Stocks 
of yarn with mills remain Arm at 
150,000 bales while that for mill-made 
cloth it is 264,000 bales, representing 
production of a little over a month. 
The tapering-off of demand for cotton 
cloth has had a most unsettling impact 
on the financial viability of the indus¬ 
try. The recent budget measure to 
replace “specific'’ excise levies on cot¬ 
ton fabrics by ‘ad valorem’ duties has 
further worsened the demand position. 

A significant fall in demand was al¬ 
so evident in the case of jute tex¬ 
tiles, the output of which was seriously 
affected by power cuts and set-back on 
the export front on account of stiff 
competition from synthetic substitutes. 
Despite a 30 per cent drop in prices 
on an average during the past year or 
so, jute manufacturers have suffered 
a sharp decline in offtake in overseas’ 
markets leading to a monthly alloca¬ 
tion of about 10,000 tonnes in mills’ 
stocks. With a steady accumulation of 
unsold stocks valued at more than 15 
crores of rupees the industry has bceu 
facing a precarious liquidity position and 
cutbacks in production as a sequel to 
the growing recessionary trends will 
have a destabilising influence on the 
employment position in the economy. 

Heavy recession in the engineering 


Industry tuu? been another muforfactor 
of imbalance in the industrial >«Stor 
*>f (he cduntry’s economy* 

(ion In mini-steel plantsisyery 1 jmuch 
below capacity and the industry has 
been put to serious financial difficulties. 
The machine building industry inclu¬ 
ding machine tools is equally subject 
to the rigours of a fall in demand. 

The wagon building industry which 
is an important segment of the heavy 
engineering industry continues to be 
seriously affected by the reduced off¬ 
take by consumers. Nearly 60 per 
cent ot the orders are obtained from 
the Railways, the DGS Sc D, state 
electricity boards, etc but the flow of 
orders has been both inadequate and 
irregular. The peak production level 
of 27,565 wagons was attained in 
1964-65 but virtually no significant 
production orders were placed through¬ 
out 1974 and 1975. 

limited benefit 

The order for 15,500 wagons 
recently placed by the Railway 
Board spread over a period of 
three years is only of limited benefit 
to the industry. Against a total licens¬ 
ed capacity of 40,869 wagons, the 
installed capacity of the active units 
is estimated around 27,800. The 
average production of 10,000 wagons 
in recent years is barely 35 per cent of 
the installed capacity. With a propos¬ 
ed production target of 5000 wagons 
each year, capacity utilisation will be 
further reduced. Considering that 
substantial investment has already 
been made for creating wagon-building 
capacity to the tune of 28,000 units, 
it is essential that the units concerned 
are kept going. Any disruption in the 
production plans of these units will 
spell disaster to a host of ancillary 
producers who mostly belong to the 
eastern region. 

Among other recession-hit indus¬ 
tries, substantial decline in production 
took place in respect of room air* 
conditioners (73.5%), optical bleaching 
agents (24.9%), viscose yarn (23.6%) 


EASTERN ECONOMIST 


1330 


June 18, 1976 



affit cement machinery (43.3%). In 
the cap at air-conditioners, capacity 
utilisation was only 18 per cent. In 
the case of domestic refrigerators, 
production was a little over 67,000 
units during April-October 1975, 
against an installed annual capacity 
of 218,000 units. As a consequence, 
a number of units have already closed 
down, while others have significantly 
curtailed their production. 

automobile Industry 

Among the most seriously affected 
is the automobile industry. Produ- 
tion of passenger cars was slashed by 
SO per cent in 1975 as against 1974. 
Even at the current low level, the 
demand continues to be far behind 
production. A major automobile 
manufacturer in West Bengal is report¬ 
ed to have laid off 3,000 workers and 
the production is only 1,000 cars com¬ 
pared to a capacity of 3000 cars a 
month. The price hike in cars and 
fuel have caused a decline in consumer 
demand by nearly 30 per cent. Excise 
duty and other levies on cars were 
estimated at about SO per cent. In 
this year's budget, a five per cent excise 
relief has been allowed to automobiles 
but the impact will be marginal. Unless 
the running cost is reduced significant¬ 
ly, the industry cannot expect a subs¬ 
tantial pick-up in demand. 

The 300 per cent increase in the 
cost of Axel and the steady rise in 
maintenance expenditure are the two 
major destabilising factors affecting 
the fortunes of the industry. The 
simultaneous imposition of taxes on 
raw materials, on fabricated 
components and on finished pro¬ 
ducts has led to a multi-point tax 
structure. The resultant effect is that 
effective tax burden is much higher 
than the nominal tax burden. 

The slow-down in the automobile 
industry has affected the working of 
auto-ancillaries. About 170 ancillary 
units in the organised sector have 
reduced their working to a single shift 


and for the 600-odd small-scale units 
there are no prospects. 

The situation is disquieting both in 
paper and paper-board industries. 
Production increased ‘marginally to 
850,000 tonnes in 1975 from 830,000 
tonnes in 1974 but in terms of capacity 
utilisation there was a decline from the 
earlier level of around 84 per cent to 
75 per cent in 1975. Further, the subs¬ 
titution of specific duty rates by ad 
valorem duties which now vary between 
25 and 30 per cent will henceforth 
mean an increase in the duty incidence 
from Rs 200-300 to as much as Rs 700- 
1,000 per tonne and for a recession-hit 
industry, already* faced with heavy 
stock accumulation, this will further 
aggravate the situation. 

The above study brings home the fact 
that the industrial sector of the Indian 
economy is not yet out of the woods. 
Consumption demand cannot increase 
because of the tax-induced high price 
and lack of adequate funds for develop¬ 
ment purposes. On the other hand, 
production continues to stagnate 
because of stagnating demand, lack of 
credit facilities, and an unremenerative 
price structure. Already about 300 
medium and large units and 4000 
small units are reported to have gone 
out of production. 

Capital investments of about 
Rs 1,500 crores and Rs 60 crores 
in the large and in the small sectors. 


respectively, are reportedly lying idle 
and over 300,000 workers are out of 
employment. It is difficult to bear 
such a huge loss for an indefinite 
period. The package of measures 
recently announced by the government 
is a step in the right direction but in 
the absence of an integrated and multi¬ 
pronged strategy, any piecemeal 
approach cannot make an effective 
dent on recession that continues to 
spread its tentacles to various sectors 
of the national economy. 

To combat recession it is imperative 
to take such steps as will stimulate 
demand and remove the myriad cons¬ 
traints on industrial production. A 
selective reorientation of both fiscal 
and monetary policies is urgently need¬ 
ed. Fiscal policy should be sufficiently 
productive and investment oriented. 
At the same time, increased bank 
credit has to be made available to 
ensure that genuine credit needs in 
productive sectors do not go by default. 
A reduction in the cost of credit is 
necessary to spur a revival of the 
economy. To start with, a demand- 
generating expenditure plan should be 
drawn up by the government, accompa¬ 
nied with other supporting measures 
which will give a fillip to prodecthra, 
employment, investment and saving. 
The question is not just priming the 
pump but making available necessary 
resources to flow through it 
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Resource use and farm productivity 

J. P. Mlara, Vlpln Mari AS. N. Pandey 


Thu adoption of now farm technology in the late sixties 
achieved a breakthrough in production and 
ushered In Green Revolution. In this article an attempt 
has been made by the authors to survey Its Impact 
on resource use pattern and productivity in agriculture 
.in two villages near Kanpur. 


It is a well recognised fact that by 
adopting the new strategy in late 
sixties, Indian agriculture has achieved 
a breakthrough, in common parlance 
called the ‘Green Revolution’. Under 
the new strategy much attention is 
being given to the use of modern farm 
technology, particularly high-yielding 
varieties of seeds, chemical fertilisers 
and plant protection measures. This, 
coupled with other measures such as 
Intensive Agriculture District and Area 
Programmes, provision of irrigation 
facilities and farm credit, multiplied 
the productivity of farms many fold 
all over the country but particularly 
in north India. In this study an 
attempt has been made to survey the 
impact of the new farm technology on 
resource use pattern and productivity 
in agriculture in the two villages 
near Kanpur city. We have tried to 
find out the differences in resource use 
pattern and productivity for different- 
size groups of land holdings. The 
study is purely descriptive in nature. 
No attempt has been made to develop 
econometric models for the analyses 
of resource use pattern and producti¬ 
vity of agriculture in these villages. 

under normal conditions 

The study has been conducted in 
block Kalyanpur, district Kanpur. 
Two villages, namely Naramau and 
Maksudabad, were selected purposively 
for the field work. These villages 
were selected on the basis of their 
normal conditions as reported by the 
block office. In all 52 cultivators have 
been selected on equal probability 


basis from the two selected villages. 
From each village 26 cultivators were 
selected falling under three size-groups 
of land holdings, viz 0 to 2 hectares, 
2 to 4 hectares and 4 and above 
hectares. The 26 selected cultivators 
were in proportion to their number 
falling in each size-group. The primary 
data was collected through personal 
interview with the cultivators for the 
agricultural year 1972-73. 

pattern of expenditure 

The responses of the farmers on 
various items related to agriculture 
have been analysed to find out the 
pattern of expenditure on different 
farm inputs and the productivity per 
unit total expenditure on farming for 
the three different size-groups of land 
holdings. Under agricultural inputs 
the following items were included: (1) 
fixed assets such as value of land, 
buildings, livestock, irrigational struc¬ 
tures, implements, machinery, etc; 
(2) labour input comprising family 
labour, hired labour and bullock 
labour; (3) irrigation; (4) manure and 
fertilizers; (5) seed; and (6) plant 
protection measures. The findings of 
the pattern of expenditure on these 
inputs in the villages under study are 
given below. 

The value of the fixed assets used 
in agriculture by the farmers of the 
two villages in the year 1972-73 is 
given in Table I. To complete the 
value of the assets wc have used the 
prices given by the farmers themselves. 

Table I shows maximum average 


total investment (Rs 10,984) on fixed 
assets for foe fanners with holdings 
between 2 to 4 hectares and mtomium 
Rs 10,276 for the farmers with holdings 
between 0 to 2 hectares. Almost similar 
pattern is seen in the average per 
hectare investment on land. 

natural phenomenon 

In the case of buildings and imple¬ 
ments and machinery it is found that 
there is increasing value per hectare as 
the size of holdings increases. It is natu¬ 
ral since better off farmers are supposed 
to have more buildings, implements 
and machinery as compared to poor 
farmers. In the case of livestock we get 
a reverse picture. Poor farmers have lar¬ 
ger expenditure per hectare on livestock 
as compared to the better off farmers. 
For irrigational structures, it is found 
that Rs 688 was maximum investment 
per hectare for the farmers with 2 to 4 
hectares of land holdings and Rs 496 
was minimum for the farmers with 
0-2 hectare holdings. 

In relative terms, the average per 
hectare investment on land by the 
farmers of the two villages for 
the year 1972-73 turned out to be 
83.47 to 86.07 per cent. It was 
followed in sequence* by livestock, 
irrigational structures, buildings, 
implements and machinery and others 
for the size group 0-2 hectares and 
irrigational structures, livestock, build¬ 
ings, implements and machinery and 
others for the other two size-groups of 
holdings. 

In labour, we have taken into 
account human labour as well as bul¬ 
lock labour. Table U shows the 
average utilisation of human labour 
and bullock labour by the farmers in 
the three different size-groups of 
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holdings in the village* under 
study. 

In Table II labour input* are consi¬ 
dered in terms of maudays or bullock- 
days per year after taking into account 
the average eight hours fieldwork per 
day by the farmers and bullocks. As 
the table shows the total utilisation of 
human labour and bullock labour per 
hectare by the farmers having 2 to 4 
hectares of land was maximum as 
compared to farmers with 0-2 hectares 
size group as well as the size group 4 
hectares and above. Poor farmers i.e. 
those having 0 to 2 hectares of land 
utilized maximum family labour 
foltowed, in sequence by farmers with 
holdings 2 to 4 hectares and 4 hectares 
and above. In the case of hired 
human labour utilisation the order 
has been the reverse. It is obvious 
since the well-to-do farmers with 4 
hectares and above have the capacity to 
hire labour while poor farmers do not. 
The value of labour per hectare per 
farmer is given along with other 
items in Table III. Exactly the same 
sequence was found for the total 
labour utilisation by the farmers as in 
the case of man-days or bullock-days 
since we have assumed uniform wage 
rates for all types of farmers. 

other inputs 

Irrigation, fertilisers, seeds, etc are 
other inputs used in agriculture. The 
average expenditure by the farmers 
of the two villages under study on 
all these inputs is given in Table III. 
Both the villages have facility of draw¬ 
ing water for irrigation from the canal 
and private wells. There is only one 
farmer who could afford a tube-well. 
Farmers are using traditional ways of 
manuring their farms. They are, of 
course, aware of chemical fertilisers. 
In fact, some of them are utilising 
them to the extent they can afford to 
do so. Lack of purchasing power 
restricts the use or chemical fertilisers 
by a majority of farmers. Most of the 
farmers are using improved varieties 
of seeds supplied by government 


agencieSi The use of plant protection 
measures is almost negligible in the 
villages under study. 

Table III shows the average per 
hectare expenditure by the fanners 
with different sizes of holdings on vari¬ 
ous items of resources. The resource 
use pattern, i.e. the expenditure pattern 
on inputs, was more or less similar for 
all classes of holdings. The ’medium’ 


farmers i.e. those having 2 to 4 hectares 
of land, have higher level of total 
expenditure on resources than the 
other two categories. For all classes 
of* farmers human labour constitutes 
31.47 to 34.60 per cent share in total 
expenditure per hectare. It is followed 
by bullock labour 21.56 to 23.27 per 
cent, manure and fertilisers 16.60to 18.65 
per cent, irrigation 6.98 to 7.79 per cent. 


Table I 

Investment of Fixed Assets Per Hectare Per Farmer: 1972-73 

(In rupees) 


Si Assets 

No. 

0-2 

Size groups of holdings 
in hectare 

2-4 4 & above 

Average 

1. Land 

8845 

9169 

8947 

8987 


(86.07) 

(83.47) 

(84.26) 

(84.60) 

2. Buildings 

188 

289 

321 

266 


(1.83) 

(2.63) 

(3.02) 

(2.50) 

3. Livestock 

542 

536 

400 

493 


(5.59) 

(4.88) 

(3.76) 

(4.64) 

4. Irrigational 

496 

688 

599 

591 

Structures 

(4.83, 

(6.26) 

(5.64) 

(5.56) 

5. Implements & 

146 

237 

290 

224 

Machinery 

(1.42) 

(2.16) 

(2.73) 

(2.11) 

6. Others* 

59 

65 

62 

62 


(0.58) 

(0.60) 

(0.59) 

(0.59) 

Total 

10276 

10984 

10619 

10624 


(100) 

(100) 

(100) 

(100) 


♦Others include auxiliary articles such as ropes, buckets, baskets, etc. 
Notes: (1) Figures in parenthesis denote percentages to total investment. 

(2) Total percentage may not be exact because of rounding of figures. 


Table II 

Average Labour Utilisation Per Hectare : 1972-73 

(Man-days) 


Size-group 
of holdings 
in hectare 

Average 
size of 
holding 
in hectare 

Human labour 


Bullock 

labour 

(Bullock- 

days) 

Family 

labour 

Hired 

labour 

Total 

0-2 

1.11 

130.58 

29.60 

160.18 

29.42 

2-4 

2.98 

89.04 

77.82 

166.86 

47.74 

4 & above 

9.00 

68.08 

87.30 

155.38 

34.42 
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Habitat’s global challenge 

Barbara Ward 



Mankind is in a race for survival, warns Barbara Ward, in which 
tumultuous forces of social and environmental change clash 
in human settlements, the burdened targets of the greatest 
migration the world has known. 

Miss Ward was a prime mover in Habitat—the UN world conference 
held in Vancouver from May 31 to June 11,1976—as indeed, 
she has been in many other drives to avert perils to the human race. 
Born in England in the spring of 1914, she won first class 
honours at Oxford and taught there until 1940 when she joined 
The Economist, in which her persuasive contributions 
still appear. Much honoured for her brilliant work in a wide 
variety of economic and related studies, she was named 
Albert Schweitzer Professor of International Development at 
Columbia University in 1968, and since 1973 has headed 
the International Institute for Environment and Development in 
London. This article is from her book "The Home of Man". 


There are two reasons why it is excee¬ 
dingly difficult to get a coherent grip 
on the issue of the human habitat— the 
settlement where all the world’s people, 
save for dwindling groups of nomads, 
are born, live out their lives and go 
to their death. 

The first reason is that this habitat 
indudes everything. A Roman philo¬ 
sopher once said: "Nothing human is 
alien to me.” How much more true is 
this of the inescapable context within 
which the whole of existence is carried 
out. What can wc leave out when we 
are talking of the complete life-cycle 
of mankind? Yet to try to grasp every¬ 
thing is to risk grasping nothing. The 
entirety of the human condition cer¬ 
tainly escapes the poet. So whatever 
is written about our habitat must sub¬ 
mit to being incomplete. Perhaps, as 
a result, it will leave out vital clues to 
coherence and understanding. 

The second reason is even more 
daunting. At no times io human his¬ 
tory has the man-made environment of 


life been in such a state of convulsed 
and complete crisis. This is not to 
suggest that great unheavals have not 
repeatedly overtaken humanity. Great 
civilizations have perished. Empires 
have fallen like skittles in a bowling 
alley. On the very threshold of the 
so-called Age of Progress, in the 17th 
century, a perturbed observer like Sir 
Thomas Browne could observe: "The 
world’s great mutations are ended.” 
Throughout history, in the dark after- 
math of plague or war, folk songs 
and ballads are full of the loss and 
collapse of human hopes. Compare 
this Elizabethan verse: 

Brightness falls from the air 

Queens have died young and fair 
with the lament made for the destruc¬ 
tion of man's earliest city, Ur, about 
the year 2000BC: 

Verily all my- birds and winged 
creatures 

have flown away— 

‘Alas! for my city* I will say. 


My daughters and my sons have 
been carried off— 

‘Alas! for my men,* I will say. . 

O my city which exists no longer, 
my city 

attacked without cause, 

O my city attacked and destroyed! 
Few lives indeed have escaped all 
echo of the mourning cry in Ecclesi¬ 
astes: “Man is born to trouble as the 
spark flyeth upwards.” 

But if the intensity of crisis is not 
new, the sheer scale undoubtedly is. The 
figures are becoming so well known 
that it is hard to remind ourselves how 
phenomenal they are. Yet they mtist 
be repeated. On any recognizable 
definition of what is a human being, it 
took at least half a million years for 
the first 100 million people to appear 
on the face of the Earth — at about 
the year 1000 BC, in the wake of 
improvements in agriculture and 
increases in food supplies brought 
about first by Neolithic man and then 
by the great valley civilizations — in 
Egypt and Mesopotamia, in North 
India and China. Farming, handicrafts 
and commerce continued to develop 
irregularly but expansively for the next 
2,500 years. By about 1500 AD, there 
were perhaps 500 million human 
beings on Earth. 

staggering growth 

Then the great accelerations began 
—■ in knowledge, in power, in resources 
and technology, in mobility, in con¬ 
quest. The first thousand-million mark 
for humanity was passed about' 1830. 
The next thousand million took only 
a hundred yean,, the next only thirty. 
Today, with about four thousand 
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! Atl&T/ov«r 10,000 talents 
work towards a commongoaT 
% —staging tha davatopmant of 
Indian Industry. Our aim la to 
work towards self sufficlancy. 
So wa draw on tha experience 
and technical know-how of 
world famous manufacturers, 
develop technology and 
manufacturing skill and try 
to produce equipment that has 
never been made in India 
before. The Idea is to restrict 
Imports. Save foreign exchange, 

Today L&T's performance 
includes designing, fabrics* 
ting and installing sophisticat¬ 
ed plant and equipment for 
every vital Industry. 


LARSEN & TOUBRO 
LIMITED 

P.O. Box 278, Bombay 400 038 
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million beings on the planet, the added 
thousand million has taken only IS 
years. This rate of growth means that 
in the first decade of the next century,, 
a whole new world, equivalent in num¬ 
bers to this one, will be piled on top 
of the present level of population. 

Malthusian nightmare 

Further ahead, the predictions 
become even more fantastic—over 
250 million more people a year by 
2034, the bicentenary of the death of 
Thomas Malthu*, the first man to pos¬ 
tulate the theorem that population 
would always grow to exhaust the 
available food supplies. But such 
predictions belong to the world of 
dreams — or rather of nightmares. 
Before such increases could take place, 
the old destroyers — hunger, war, 
plague, “death on a pale horse” — 
would wipe out the surplus. What we 
are concerned with today is the immi¬ 
nent doubling of. our planetary num¬ 
bers in less than 40 years. 

Scale is not the end of the cataclysmic 
nature of modern change. Once again, 
the figures are known and repetition 
can stale their impact. Yet we have to 
make the effort of imagination needed 
to realise that after some 15,000 years 
of organized human existence in re¬ 
cognizable settlements, the whole 
character of this habitat is being 
radically transformed in less than a 
hundred years. If we take “urban” as 
the adjective to qualify settlements of 
more than 20,000 inhabitants, thro¬ 
ughout most of human history at 
least 90 per cent of the people have 
lived not in cities but in hamlets, 
villages or, at most, in small towns. At 
the time of the Ameriean Revolution, 
for instance, that was the percentage 
of Americans living in centres of no 
more than 2,500. 

Now compare with this the sudden 
explosive acceleration of change in 
the 20th century. After a hundred 
years or so of industrialisation, the 
number of people in urban areas at 
the end of the 19th century was about 


18® million In a world population of 
1J$50 million — the urban population 
accounting for 15 per cent of the world 
total, a little higher than the earlier 
urban fignre of 10 per cent but «tiH 
leaving the world's rural peoples in 
overwhelming predominance. And now 
in just a century, fids millennial rela¬ 
tionship is being overthrown with 
almost inconceivable speed. By 1960, 
urban populations had growth to one 
thousand million in a world of three 
thousand million — a rural ratio of 



Jossleyn Hennesaywho had 
been contributing a London 
Letter to the Eastern Econo¬ 
mist for 25 years. He died In 
London on April 29 .1976._ 

two to one. Today, urban peoples are 
racing towards the 1,500-million mark 
out of a total world population of four 
thousand million; ten years from now, 
they will pass the two-thousand-million 
level. By the year 2000, there wilt 
actually be more urban dwellers than 
rural people in a world population 
which will have risen to between six 
and seven thousand million. 

We also have to .realise what an 
astonishingly new phenomenon is the 
city of one million people. Probably 
neither Rome nor Byzantium reached 
that peak even at their greatest extent. 
True, if Marco Polo’s impressions can 
be trusted, Kinsai in China —- on the 
site of today’s Hankow — may have 


had three thfflion inhabitants In the 
13th century and Edo, as Tokyo was 
first called, seems to have reached 
one million by the 18th century. But 
th e concept of a “tug city” did not 
go touch beyond 100,000 until the 
beginnings of the 19th century; it » 
almost comical to recall that, at the 
time of the American Revolution, only 
two cities, Boston tad Philadelphia, 
had even readied 50,000. 

Then with the spread of industriali¬ 
zation and of worldwide trade, the 
city of one million begins to race 
ahead. London reached the mark hi 
the 1820s. By 1900, there were 11 
“million-cities”, six of them in Europe, 
then still the imperial and commercial 
dominant of the world, But the jump 
from two to 11 in the 19th century has 
been followed by an infinitely more 
formidable acceleration in our own 
time. By 1950, there were 75 million- 
cities, 51 of them in developed regions 
24 in the developing world. Today, 
the developing nations have pulled 
ahead. They contain 101 such cities, 
out of a world total of 191. By 1985, 
the million dty will have jumped from 
11 to 273 in less than a century and 
147 of them will be in the less develop¬ 
ed lands. 

f 

gigantic agglomerations 

And even this vast multiplication 
does not fully measure the contempo¬ 
rary unheaval in human settlements. 
The million city begins to explode 
into the 10 million city. There were 
two of them in 1950 — New York and 
London. By 1970 there were four. 
But by 1985 there will be at least 17 
of these gigantic agglomerations, 10 of 
them in developing, areas—with 
Mexico city, at hearty 18 million, only 
a step behind New York. And at the 
head of the list Edo’s successor, Tokyo, 
will recover its earlier primacy with 
the dubious distinction of bringing 25 
million people together in a single co¬ 
nurbation. 

We may, of course, question 
whether softie of the more surrealist 
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prediction! for instance, a Calcutta of 
over 50 million — will ever be reached. 
Various degrees of urban collapse may 
well Itave intervened. But the projec¬ 
tions are valuable as indicators of the 
sheer avalanche-like scale with which 
the world’s peoples are increasing, 
heaving themselves out of the millen¬ 
nial framework Of village and small 
town and descending in deluges of 
mixed hope and despair on the world’s 
larger settlements. 

To seek analogies for change on 
this scale, one has the obscure feeling 
that only the distant reaches of geolo¬ 
gical time can provide any adequate 
concept of the scale of the upheaval. 
The Indian subcontinent detaching 
itself from Antarctica and sweeping 
across the Indian Ocean to its violent 
collision with Asia's land mass along 
the Himalayas, the sea pouring into 
change the Caribbean or the South 
China seas into a chain of islands, the 
grinding of continental plateaus against 
each other, heaving up the Andes and 
leaving volcanic chains where Asia and 
Europe collide — these are surely the 
images that are appropriate to the 
scale of the 20th century's urban 
deluge. We are in the full tide of this 
great sweep. Its final consequences lie 
ahead. But already the ground shakes. 
We should hear, if we were listening, 
the mutter of the approaching storm. 
And the uphcavcl is not simply a 
physical upheaval — it is taking 
place within two wider but equally 
unstable contexts, one social, the other, 
ecological. They, too, are unique in 
the experience of mankind. 

human dream 

The social context is the deepening 
conquest of the human imagination by 
a dimly perceived but passionately 
longed-for vision of equality and dig¬ 
nity for every human being. This 
dream has, no doubt, many roots— 
archetypal memories of the unself- 
conscious equality of tribal society, 
the millennial Neolithic experience of 
shared tasks and modest returns in 
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early agriculture, passionate revulsion 
against arrogance and greed in the 
wake of man’s first experiments in 
“high” civilization in Babylon or 
Mohen-jo-Daro, in Ch’Ang An or 
Rome. But, for modern society, the 
Biblical strain is unmistakable. The 
rights of the downtrodden, the duties 
of the fortunate, the value and dignity 
of the poor, the harsh condemnation of 
irresponsible wealth, these are judge¬ 
ments and energies inherited from 
western man’s biblical tradition — 
inherited even when betrayed — and, 
in our own day, this tradition either 
colours the imagination, troubles the 
conscience or at least perturbs the 
complacency of all mankind. And, as 
our world prepares to add another 
world equal in numbers to itself in 
no more than four decades, the cry for 
greater justice and dignity for all 
these thousands of millions will not be 
stilled. On the contrary, it will be 
raised all the more insistently as num¬ 
bers and pressures increase. 

dignity of man 

But it is one thing to underline the 
fact that people’s growing sense of 
their dignity and equality — both 
individually and collectively — is a 
near-universal phenomenon, an “inner 
limits” to the development of planetary 
society which can be transgressed only 
at the risk of the severest social disor¬ 
der and breakdown. It is quite another 
to achieve even minimum agreement 
upon the content of this new percep¬ 
tion of the human condition. 

As a rough first definition we can 
start by recognizing that any valid 
concept of dignity and equality includes 
a number of non-material “goods” — 
responsibility, security and participa¬ 
tion, the free exchange of thought 
and experience, a degree of human 
respect that is independent of monetary 
rewards Or bureaucratic hierarchies 
and a realization that this respect is 
lacking where rewards and hierrehies 
are too restrictive or too skewed. All 
these goods or culture, of man's mind 
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and spirit, need not be costly in terms 
of material resources. Indeed, they 
belong to the sphere of life where 
growth is truly exponential — in know¬ 
ledge, in beauty, in neighbourliness and 
human concern. 

spectrum of uncertainity 

But they require physical underpin¬ 
ning. And here the pressures bring us 
to a further context of great uncer¬ 
tainty and risk. When we try to 
establish even the minimum physical 
conditions of a worthy human existence, 
we confront the widest possible spec¬ 
trum of uncertainty. For one thing, 
there are inscapable differences of 
climate and culture — Arctic housing 
tells us nothing about tropical 
standards, or Mediterranean radiance 
about the midnight sun. Diet, 
uses of energy, patterns of worship, 
work and play partly and rightly 
reflect a vast and precious variety of 
cultures and social purposes. But we 
can perhaps accept an irreducible 
minimum — another “inner limit”, 
this time the limit of physical well¬ 
being, which human society transgres¬ 
ses at its peril and which must include 
food, energy, shelter and the training 
and worked required to secure them. 

It is all to easy to sec that even on 
this exceedingly modest standard, the 
task of achieving minimum conditions 
of human dignity for between six and 
seven thousand million people by the 
year 2000 constitutes a tremendous 
physical task, raises wholly new ques¬ 
tions about the use, abuse and ex¬ 
haustion of resources, and begins, 
for the first time in history, to hint 
at risks to the integrity of the entire 
life-support systems of the planet’s 
biosphere. These, if you like, arc the 
“outer limits" beyond which the human 
race cannot march—or stray--with¬ 
out risking its own survival. 

To take these high abstractions 
down to a more homely level, wc can 
note that in the crucial area of food, 
to bring up to a decent norm of* 
subsistence two thousand million or 
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so people in developing lands who are 
now below it, and to ensure that the 
neat two thousand million bo/n there 
achieve it, requires little short of a new 
agricultural revolution, with vast in¬ 
creases in supplies of fertilizer, 
improved seed, and farm machinery— 
and equally vast impacts on the world’s 
reserves of soil and water, in using 
and possibly in polluting them. 

energy norms 

Nor will the fertilizer and machinery 
be produced or used without a corres¬ 
ponding leap forward in the demand 
for energy. Once again, an energy 
“norm” per person is a difficult 
concept. Again there must be some 
halfway house between extravagance 
and direct need. In another of those 
giant accelerations, between 1900 and 
1970 world energy consumption rose 
from about 650 million metric tons of 
coal equivalent to 6,600 million metric 
tons—more than a tenfold increase— 
and the bulk of it occurred in the 
halcyon 1950s with oil coming out 
of the sands at a dollar a barrel. 
Rising costs may, perhaps, check the 
rate of acceleration but estimates as 
high as 21,800 million tons of con¬ 
sumption for the year 2000 have been 
made in United Nations surveys. 

We should notice that these extra¬ 
polations have been based on present 
use. Yet today the two-thirds of the 
world’s peoples who live in developing 
countries consume 15 times less 
energy, on the average, than do the 
citizens of developed societies. Given 
the vast attractiveness of substituting 
mechanical for muscular energy—the 
man on the tractor for the man with 
the hoe, not to speak of the single 
driver in the four-seater car—future 
energy use may be grossly under¬ 
estimated unless it assumes at least a 
doubling and trebling of demand 
among the present poor. Adding that 
to existing extrapolations, the limit of 
safe exploitation may be fixed not by 
the availability, cost or risk of new 
energy sources but by the “outer 


limits” of thermal pollution on a 
planetary scale. 

Nor should we forget the part 
played by energy in a further dimen¬ 
sion of basic physical need—the need 
for shelter. In constructing houses, 
using them, in creating in them the 
warmth for cold winters, the coolness 
for torrid summers, and all the services 
of the household, from cooking to 
piped water and sewage disposal, all 
of which turn a mere building into a 
treasured home, energy in its cleanest 
and apparently most trouble-free 
form—electricity—has come to domi¬ 
nate the houses of the developed 
world. In fact, the 4,740,000 sub¬ 
standard houses of the United States 
are largely defined by the absence of 
such services as water closets, baths and 
heating appliances, which require 
energy to provide them. The enormous 
gap between energy use in developed 
and developing countries is in part 
explained by the degree to which such 
services are simply unavailable to the 
poorest groups. Nearly half the 
municipalities of Latin America have 
neither sewage systems nor piped 
water. The proportion on the Indian 
subcontinent and parts of Africa 
is higher still. The open drain down 
the main street, the contaminated 
well at the corner crossing—these can 
be the ugly symbols of man’s habitat 
in energy-poor societies. 

gigantic scale 

Of course, they are not the only 
symbols. The degradations continue 
downwards in degrees of squalour— 
from a family to each room (the figure 
for 80 per cent of the people in 
Calcutta;, to four families to a room, 
to tarpaper shacks, to shift-sleeping in 
literally make-shift beds, to no rooms 
or roofs at all and thousands sleeping 
on the pavement. Various UN surveys 
put the number of houses that need 
to be built to keep up with growing 
numbers and repair the worst evils of 
the past at over 47 million units 
every year. The figure can only be an 
estimate and tells us not too much 


about the “ resources required. Rural 
housing in reasonable climates makes 
far less claim on materials or energy 
that the dense tenements of great urban 
conglomerations. But if the figures 
are not absolutely precise, they, are 
precise enough to suggest that perhaps 
a quarter of mankind has barely 
attained the dignity of a roof—and 
there are 70 million more humans to 
accommodate every year. 

race for survival 

Add to this trend of inadequate 
food, energy and shelter the basic 
needs of training in a world where 
illiteracy is actually increasing and of 
work in areas where half the labour 
force may be underemployed for part 
of every year and we can see how near 
the human race is coming to the point 
at which the “inner limit” of human 
dignity is finally transgressed—and the 
most rapidly eroding of all resources, 
the patience of the poor, will com¬ 
pound the vast material strains entailed 
in acting in time, on an adequate scale 
and without irreversible environmental 
disruption, to meet humanity's basic 
needs. Mankind is in fact engaged in 
a kind of race for survival between the 
inner and outer boundaries of social 
pressure and physical constraint while 
the doubling of the world's peoples 
and emergence of a half-urban world 
takes place in only four decades. 

These overlapping contexts of 
violent demographic, social and en¬ 
vironmental change all meet, one could 
say collide, in human settlements. 
These places must carry the vast weight 
of the migrations—over-crowding at 
the terminus, decay and blight in the 
deserted areas. They are also the 
meeting place of all the aspirations 
and demands of mankind’s enlarged 
sense of its human dignity. In village 
or town, in suburb or slum, men and 
women experience in their daily 
environment the fulfilment or frustra¬ 
tion of all the drives and demands of 
aspiring modernity. Above all, it is 
in settlements that the physical conse¬ 
quences of. the vast upheavals will 
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rich their \ climax. Millions upon 
millions crowded in the exploding 
cities, all too often without the minimal 
provisions for urban cleanliness, offer 
man’s 'most concentrated insult to the 
support systems of air, water and soil 
upon whose integrity the survival of 
life itself depends. If it seems difficult, 
almost by definition, to grasp the full 
scale and implications of the problems 
raised by the human habitat, it seems 
virtually impossible to do so if they 
are caught in these changing contexts, 
this whirling kaleidoscope of interlock¬ 
ing and contradictory forces, needs, 
aspirations and risks. 

But reimarkable enough, the vast 
and uncertain contexts of explosive 
growth, explosive aspirations and 
potential biophysical limits do not 
compoud the problem of devising some 
sense of meaning and strategy in our 
approach to human settlements. On 
the contrary, the three contexts, rightly 
placed and judged, can provide clues 
for analysis and priorities for action. 
The demographic flood is potentially 
so damaging precisely because it is 
a flood—in other words, an unmanag¬ 


ed, unintended, disorganized rush, 
pellmetl, into the new urban order. 
But what this suggests is not further 
confusion but the opposite intention— 
a fully human one—to grasp the 
meaning of the phenomenon and 
produce urban settlements not by 
chance but by some measure of design. 
The first pointer is thus away from 
building the city by chance and over 
to the city built for human purposes. 

Then the other two contexts fall 
better into place. For the first purpose 
of any settlement must be to end 
inhuman deprivation. There are a 
great many other needs, no doubt. 
And some of the aspirations of more 
fortunate citizens may, consciously 
or unconsciously, contribute degrada¬ 
tion elsewhere. But this does not 
change the priority. Before the 
problem of, say, the highly rewarded 
but often culturally deprived life-styles 
of wealthy single-class suburbs is dealt 
with, families in settlements must by 
able to satisfy the minimum needs— 
food, energy, secure shelter and work. 
Often there are no contradictions. 
Nothing, for instance, so reduced the 


death rate of the 19th century poor 
as the sewage systems built at the 
instance of the 19th century rich. But 
cities must be built not for economics 
alone—to build up the property market; 
not for politics alone—to glorify the 
Prince (in whatever form of govern¬ 
ment). They must be built for people 
and for the poorest first. 

And in this new intended order, the 
limits on material resources and on 
the environment must, for the first 
time, be recognized as fundamental 
challenges and constraints. The settle¬ 
ment by design, the settlement for 
people, the conserving and enhancing 
settlement—these are the priorities as 
strategic guidelines, the tactics the busi¬ 
ness-land use, shelter, utilities, traffic, 
work recreation, convenience, beauty— 
can be rationally considered and some 
decisions for policy arrived at. We do 
not need to repeat the pessimism of 
Clemenceau in 1919. As he said, we 
do indeed have chaos. But, unlike 
him, we can realise that we have 
enough "to make a world 

Courtesy : Andre Dentsch & 
Penguin Books 


Good job done at Nairobi E. B. Brook, Vienna 


The old Industrial states, weakened by Inflation and unemployment 
and fearful of a spread of communism, have at last, come to 
see in the new industrial states possible partners and not 
competitors or suppliants. 


After some four weeks of stonewalling 
at Nairobi the industrial giants gave 
way before what they saw as the risk of 
another dislocation of essential supplies 
and agreed, after prolonging an already 
lengthy conference, to a relatively 
reasonable formula and support plan 
for raw materials supplied from indus¬ 
trially developing countries. 

The essentia] points of the programme 
put forward by UNCTAD and discussed 
for many months at its Geneva head¬ 
quarters have been conceded. Many 
details have still to be worked out and 
formulas to be made more precise in 
definition. But the long-contested plan 


for an international fund to finance the 
building of storage room for excess 
stocks of raw materials where they can 
await more favourable market opportu¬ 
nities has been conceded. 

For weeks the major industrial 
countries, including Japan, had 
opposed the concept, spoken of its 
impossibility and refused to consider 
even modifications of the UNCTAD 
idea. Only at the very end of the 
conference, when it appeared that 
four rather angry, strenuous weeks had 
been wasted and only confrontation 
emerging, did Britain begin to weaken 
and to leave the USA, West Germany 


and Japan holding the responsibility for 
a breakdown. The moral force of 
thus being left alone in opposition to 
the forcibly argued morality of the 
“developing” countries’ case was too 
much for, especially. West Germany 
which faced the prospect also of being 
alone among the European Nine. 

Scarcely less obstinate was the indus¬ 
trialist states’ lack of sympathy, except 
verbal, with those countries with book¬ 
keeping liabilities in meeting charges 
for loans made to them and thus facing 
near, if not actual, bankruptcy. At the 
end a compromise proposal to examine 
each such case individually and cons¬ 
tructively was accepted. The oil-rich 
OPEC had already decided to offer 
financial help in the most difficult cases 
among the developing states, but only if 
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the industrialised states made a more 
generous proposition. 

The dust is beginning to settle till 
next March when details of raw mate¬ 
rials bonding will begin to be worked 
out. There is an immense amount of 
work to be done-over a fairer share of 
patents for the newer industrial states; 
over a completely new approach to the 
difficulties and nature of aid to or 
cooperation with developing states; 
over methods of avoiding severe muta¬ 
tions in exchange rates and, above all, 
over how to lessen the risk and effects 
of inflation. 

a moral victory 

A moral victory, at least in the 
first round, the Nairobi meeting may 
have been. More to the point is 
the fact that the old industrial states, 
weakened by inflation and unemploy¬ 
ment and fearful of a spread of com¬ 
munism, have at last, it seems, come to 
sec in the new industrial states possible 
partners and not competitors or 
suppliants. A good job of work has 
been done. Many more good jobs of 
work remain to be tackled. 

The OPEC conference in Bali proved 
to be more conservative than had been 
widely expected. For the time being, 
at least, the organisation’s headquarters 
will remain in Vienna- though it is 
probable that most ministers’ meetings 
will be held elsewhere—and, more 
important, for the time being also, the 
price of oil remains unchanged. There 
may be attempts by some of the mino¬ 
rity dissident oil exporters to charge a 
higher price. But they will probably be 
obliged to toe the OPEC line which is 
set fairly firmly by the major exporters, 
and especially by Saudi Arabia which 
gains even greater influence since Iran 
has lost a little through its financial 
difficulties caused by ambitious expan¬ 
sion plans and heavy spending over 
armaments. 

It is interesting to note that both the 
industrial leaders and the Soviet Union 
had made preparations to handle a 
different situation. The International 


Energy Agency, based in Paris and 
grouping 19 influential industrial states, 
approved a detailed programme of 
operating rules that would automatically 
bring into force an oil-sharing plan if 
ever there were a new oil crisis. The 
plan will go into effect if oil supplies 
ever drop below a certain percentage 
under normal levels. If a member’s 
energy supplies dropped by more than 
seven per cent of normal an allocation 
of oil would be made to it by the 
agency. This is the first time in peace¬ 
time that leading industrial states have 
adopted detailed rules for sharing vital 
energy resources in a crisis situation. 

The Soviet anticipatory reaction was 
to offer western industrial states oil 
supplies—in several cases increased oil 
supplies—at current rates on a long 
term contract. The states to which the 
offer was made appear to have been 
sufficiently confident of their own posi¬ 
tions, of their 1EA emergency plan and, 
perhaps, of OPEC's decision to refrain 
from placing immediate extra orders 
with the USSR. 

USSR oil exports 

This tactic was not altogether 
a new development from the 
Soviet Union. Attracted by the high 
world prices for petroleum it has been 
shipping a record volume of crude oil 
to west Europe for more than twelve 
months. Its supplies to its communist 
partners in east Europe have been kept 
to the contracted figure and consump¬ 
tion at home has not been allowed to 
grow. This means that three-quarters 
of Soviet oil exports continued to flow 
to other parts of east Europe unchanged 
while exports to west Europe have in¬ 
creased five-fold and have absorbed the 
increase in Soviet oil raisings which 
have been steadily driven forward. The 
proportion in exports from the USSR 
appears now to be 1.6 billion barrels 
daily to the rest of cast Europe and 480 
million barrels a day to west Europe. 
The east Europeans also enjoy a pre¬ 
ferential price for their deliveries from 


the USSR, 4 somewhat below world 
price. 

To meet this fairly heavily increased 
export Soviet oil raising was fenced up 
last year by some seven per cent to a 
daily average of 9.7 billion barrels. 
Domestic use of oil is discouraged 
and fell last year to a growth of only 
five per cent compared with between 
seven and eight per cent the year before. 
Use of coal and other low grade fuels 
is encouraged within the USSR. Almost 
all the increase in Soviet oil production 
comes from the west Siberian fields 
which have pushed ahead to fulfil some 
30 per cent of national output. By 1980 
the Siberian share, according to 
Moscow’s planners, will be half the 
total output. Tile increase in exports 
to west Europe is largely made up of 
crude oil; much of the more long stand¬ 
ing exports westwards are of refined 
products, particularly fuel oil. Most 
of the increase is taken up by Finland, 
Sweden, West Germany, France and 
Italy—itself a small oil exporter. 

While west Europe gives itself a 
largely unnecessary attack of jitters 
about possible communist political 
successes, especially in the Italian 
elections, many have failed to realise 
that dubious behaviour in high places 
or, at least, in industrial high places, 
has soured the average citizen's opinion 
of some forms of capitalist enterprise. 
While not turning this average citizen 
into a communist, the scandals, such as 
the Lockhead and several oil briberies, 
have lessened public regard for the big 
industrial leaders, roused suspicions of 
their political influence and, by inver¬ 
sion, helped their opponents. 

tough code 

if this is not generally realised it has 
certainly been taken into account by 
the OCED, the Paris-based Organization 
for Economic Cooperation and Deve¬ 
lopment. This month a strict code for 
multinational enterprises drawn up by 
the OCED will be formally adopted. It 
contains some tough recommendations 
regarding bribery. The OECD has been 
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urged by the USA and other govern* 
meats of die more highly industrialised 
world to be really strict about both 
bribery and involvement in foreign 
political affairs. The final draft has 
been under discussion fbr some time 
and was hardened by news of the Lock¬ 
heed activities apd payments to Italian 
political parties. f It lays down that 
multinationals... .“should not render— 
and should not be solicited or expected 
to render—any bribe or other improper 
benefit, direct or indirect, to any public 
servant or holder* of public office... .they 
should abstain from any improper in¬ 
volvement in local political activities.'* 
Multinationals are urged to be more 


PUBLIC iJBRARV 

frank about their owe structure and the 
structure of affiliates and to refrain 
from actions adversely affecting compe¬ 
tition. They should also have regard 
to host countries* balance of payments 
and to their credit policies and abide by 
host countries’ taxation laws, avoid 
artificial transfer pricing in order to 
avoid tax obligations to their 
hosts. 

Very strongly in contrast to this strict 
code is an attitude expressed in the USA 
by * multinational corporations’ lawyer 
who puts bribery on a par with enter¬ 
tainment of prospective clients. He 
points out that there have been a number 


of executions for bribery in communist 
countries which, like the OECD, strongly 
disapprove of bribery if it is detected. 
“Bribery**, says the law professor, “is 
an institutionalised fact of business life 
and pervasive worldwide.” In some 
countries bribes are regularly expected 
and, if withheld, demanded. Valuable 
orders, paying dividends to investors 
and providing work for skilled and 
unskilled workers, can be lost for the 
want of a bribe. Even if both these 
parties disapprove of bribery they would 
have to consider the effects on them¬ 
selves if their companies or employers 
adhered strictly to the highest princi¬ 
ples. 


Putting up with Pakistan *»* 


While we look forward to the extended hand of friendship from 
Pakistan, we should not suffer ourselves to be baulked If 
that hand lapses In to a clenched fist. 


The agreement reached between India 
and Pakistan announcing the exchange 
of ambassadors and restoration of 
severed links deserves to be welcomed 
on the basis of the proverbial injunc¬ 
tion “better late than never”. The 
Simla summit conference of July 1972 
had bound both countries, (who had 
“resolved to put an end to conflict and. 
confrontation that have hitherto 
marred their relations and work for the 
promotion of friendly and harmonious 
relations” etc) to “bilateral negotiations 
or any other peaceful means mutually 
agreed upon between them”. 

The Simla Pact was signed in the 
wake of a severe military defeat suffered 
by Pakistan. As such it is a pointer to 
India’s generosity and mood bf ac¬ 
commodation. Uniquely liberal was 
India’s undertaking-to withdraw- from 
SI 39sq. miles of captured Pakistan terri¬ 
tory in exchange of ji9sq. milea of Indian 
territory in Pakistan’s adverse posses¬ 
sion. The Pakistan prime minister’s 
letter of March 27 addressed to the 
Idian prime minister mentions a readi¬ 


ness “to go to the length of withdrawing 
Pakistan’s case from ICAO”. It will be 
recalled that among the provocations 
offered by Pakistan in the days prior 
to the War of 1971 was the hijacking of 
an Indian Airlines plane and its 
Ceremonial destruction at Lahore. 

- The unabashed refusal of Pakistan to 
make amends for this crime led India 
to ban Pak overflights. Pakistan filed 
a complaint before the ICAO seeking 
' to secure for itself the image of an 
injured innocent. Surely it should not 
have taken the Pakistan prime minister 
all these years to withdraw this silly 
complaint. 

If the Pakistan prime minister has at 
long last seen virtue in withdrawing the 
complaint it is not all because of an 
ardent desire to live up to the Simla 
Pact. May be the disruption of trade 
and communication between the two 
countriespunishes Pakistan more than 
it does India. The constraints of Pak 
economy must have driven Mr Bhutto 
along the course he is presently going. 

Among the four Asian countries 


which showed a “significantly higher 
growth rate in 1975 over that in 1974” 
the Asan Development Bank mentions 
India. According to the Bank India’s 
real growth in 1975 is 5.5 per cent as 
against the preceding years* two per 
cent. Pakistan’s real growth has dipped 
to 2.6 per cent in 1975 from the 
previous year’s 4.4 per cent. India's 
per capita GNP jumped from $130 in 

1974 to $150 in 1975. The correspond¬ 
ing figures for Pakistan are $ 130 and 
$140. India’s adverse balhnce of trade 
is $1704 million in 1975 against exports 
valued at $4,296 million as against 
Pakistan’s $1,121 against exports valued 
at $1046 million. Pakistan’s export in 

1975 have declined by $57 million from 
that of the previous year. India exported 
$370 million more in 1975 than in 1974. 

While India’s internal reserves have 
been steadily increasing in the last three 
years touching $1,373 million in 1975, 
Pakistan’s dropped from $480 million 
in 1973 to $383 million in 1975. It is 
therefore not a far-fetched conjecture 
if one assumes that the compulsions of 
the declining economy of his country 
have driven Mr Bhutto to trudge along, 
the path of rapprochment with India. 

It is also possible that the Shah of 
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3 powerful postkkkf 
for effecthe 
crop protection. 


SEVIN 9 

CARBARYL 

INSECTICIDE: 


SEVIN cerbaryl is a truly 
veraatile insecticide which 
protects over 100 various 
types of food and fibre crops 
from 180 different pests. 
Farmers the world over 
rely on it for exceptionally 
wide spectrum insect 
control. It can be used at 
all stages of growth and 
controls even those pests 
which are resistant to 
certain other insecticide*. 
SEVIN insecticide is saler 
to handle and leaves no 
undesirable residues when 
used as directed even 
close to harvest time. Dust 
and wettable formulations 
of SEVIN insecticide are 
the first carbaryl formulations 
with lha I.S.I. mark 


TEMIK* 10 Q 

ALDICARB 

PESTICIDE: 


TEMIK 10G it a broad 
spectrum* systemic granular 
pesticide. When applied to 
the soil at the time of towing 
or later as a sida dressing, 
it is absorbed by the roots 
and by natural systemic 
action rapidly moves to sit 
parts of the plant. 

TEMIK 10G provides complete 
plant protection from 
early season sucking insects, 
mites and nematodes. The 
long residual action of over 
6-8 weeks gives the plants a 
chance for healthy and 
normal growth during the 
most critical stages. 

TEMIK 10G pesticide is 
currently recommended for 
cotton, potato, groundnut 
sugarbeet end sorghum. 


SIR MATE 9 
SELECTIVE 
PRE-EMERGENCE 
HERBICIDE: 


SlJtMATE fa • broad- 
spectrum, pre-emergence 
herbicide especially made in 
India to suit our conditions.' 
M controls e majority of 
annual monocot end dicot 
weeds. The residual action 
of SI KM ATE remains for 
6-8 weeks but no harmful 
residues are left in the soil 
and plant systems. Baing a 
pre-emergence herbicide, 
it eliminates competition 
to crops from weeds for 
nutrients, moisture, space 
and sunlight during the 
early, critical stages of 
growth. This provides better 
opportunity for good crop 
growth. SIRMATE ie a 
suitable harblcidg for 
multipla and relay cropping 
and is effective even in arid 
and semi-arid conditions. 

It Is available In granular 
and E.C. formulations and 
is currently recommended 
for Wheat, potato, groundnut 
and transplant paddy. 


Batter protection, higher yield I 



Union Carbide India Limited 

Agricultural Products Division 

Ahmadabad • Bangalora * Bhopal • Oalhi • Guntur * Indora • Jullundur « 
SEVIN* TEMIK*. and SIRMATE* ar.tha ragiatarad srada mark* ol 
Union Carbida Corporation, U.S.A. 
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Irtnwhoijs a doie Mead .and ally of 
ffaKMK piwt io per¬ 
suading wo , latter tp $ive up recalci- 
tirante: IfoteShab wa& ^uit censorious 
of our government's actions during the 
1971 confrontation. Of late Iran has 
been improving its ties with India. 
Iran is one of those West Asian coun¬ 
tries whose economy is expanding 
vastly from the sales of liquid gold. 
The Shah has brought Iran into a high 
state of discipline. Remember that in 
the Asian Games held at Teheran Iran’s 
showing was second only to that of 
China. The Shah has grand designs 
to be the leader of the Persian Gulf 
area. But his plans of growth and 
and expansion rest on imported 
technology and technicians. Among 
the third world countries India is 
perhaps in the best position' to supply 
Iran's wants. Not that the west is 
lacking in experts, but they are far 
too costly. So it seems Iran has a 
vested interest in peace between India 
and Pakistan. Other West Asian 
countries too may depend on Indian 
expertise for reasons similar to 
Iran’s. 

basis of reciprocity 

India’s foreign policy in the past 
used to be conducted with more of 
morality than is good for the struggl¬ 
ing mundane nation that we arc. Too 
many concessions allowed to hanl- 
bargaining neighbours did not help 
us secure their goodwill on crucial 
occasions. Recently the government 
has voiced a resolution to put Indo- 
Nepalcse relations on the basis of 
reciprocity. This is quite as it should 
be. Reciprocity is one of the major 
elements in foreign policy available to 
a government which should deal with 
His Imperial Majesty the Shah of Iran 
on the one hand and Chairman Mao 
Tae Tung on the other. What is good 
for these too should prove good for 
Mr Bhutto too. 

The restoration of severed links is 
slated to be effected In' the third week 
of July. ■ ht-the meantime Mr Bhutto 


has paid a visit to China and bilater¬ 
alism 11 notwithstanding, he has—stand¬ 
ing on Chinese territory—made a plea 
for the right of self determination of 
the Kasiunjrlpeople. OurCharge de 
Affaires - has responded rightly • by 
staging a walk out. The Chinese have 
queered the pitch for us by making a 
mention of the right of self-determina¬ 
tion of the Kashmiris in the joint state¬ 
ment with Pakistan. AM this caUsfor the 


strict application of the indispensable 
diplomatic weapon namely reciprocity 
which we are rediscovering. The one 
factor that our government should be 
constantly aware of is the hectic pace 
at Which Pakistan has recently been 
rearming itself. While we look 
forward to the extended hand, of 
friendship from Pakistan we shouldn’t 
suffer ourselves to be baulked if that 
hand lapses into a clenched fist. 


India and Pakistan: A Profile 




Unit 

India 

Pakistan 

Rate of Real Economic Growth 

1965-73 

Percentage 

3.8 

5.4 


1973 


3.1 

7.3 


1974 


2.0 

4.4 

- 

1975 


5.5 

2.6 

Per Capita GNP 

1973 

Current 8 

120 

12Q 


1974 


130 

130 


1975 


150 . 

140 

Rice (Paddy) Production 

1971 

’000 

64,602 

3,393 


1972 

metric 

58,868 

3,495 


1973 

tons 

65,613 

3,578 


1974 


60,000 

3,277 


1975 


67,500 

3,850 

Rice (Paddy) Production 

1974 

Growth rate 

—8.6 

—8.5 


1975 

(percentage) 

12.5 

17.5 

Balance of Trade 

1973 

S million 

—293 

—20 


1974 


-1,120 

—619 


1975 


-1,704 

—1,121 

Average 1970-72 


—92 

—210 

International Reserves 

1970 

$ million 

1,006 

190 


1973 


1,142 

480 


1974 


1,325 

461 


1975 


1,373 

383 

Ratio of Reserves to Imports 

1973 

Months 

4.3 

6.5 

* 

1974 


3.2 

3.7 

- 

1975 


2.7 

2.1 

Debt Outstanding 

1972 

$ million 

11,484 

4,662 


1973 


12,365 

4,904 


1974 


12,904 

5,367 

Debt Service Payments 

1972 

$ million 

641 

124 


1973 


633 

193 


1974 


678 

181 

Debt Service Ratio 

1972 

percentage 

23.6 

16.9 


1973 


18.4 

17.3 - 


1974 


17.3 

14.4 
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Central Bank 

Balance Sheet as at 


CAPITAL AND UAHUIDS 


3Ut 


Aa at 


1974 


4.75.14.600 


9.75.86.080 

54,79.771 

3.63.700 

3.61.519 


30,90,15,000 


2.79.00,000 


2,53,06.840 

4.50,92.040 

5.05.85,414 

45,78,99.294 

12.46,83,965 


54,16.41.433 

10.73.14.790 

64.89.56.223 

15.19.05.147 

2.10.81.990 

8,25.948 

1.41,02.557 

18.79.15.642 

11.8385.07.494 


CAPITAL 

Paid-up Capital (wholly owned by the Central Government) 

RESERVE FUND AND OTHER RESERVES 

Reserve Fund 
Contingency Fuud 
Capital Suspense 
Share Premium Suspense 


Rs. 


11.03,88.579.54 
54,79,770.96 
3,63,700 00 
3,61,519.25 


Rs. 


4,75,14,600.00 


10,37.91.070 


4,31.57.076 

5.23,31.01.044 

2.78.58,08.468 


6.71.57.985 

2,13.85,22.127 

"l0.26.77,46.700 


3. DEPOSITS AND OTHER ACCOUNTS 
Fixed Deposits ctc:- 

(i) From Banks .. Rs. 7,31.88,500.00 

(ii) From Others .. Rs. 609.60.28,554.48 


11,65,93,569.75 


Savings Bank Deposits 

Current A Contingency Accounts etc 


(i) From Banks 

(ii) From Others 


Rs. 8.94,03,335.87 
Rs. 236.87,28,683.36 


6,16^92.17,054.48 

3.17,79,94.055.35 


2.45,81,32,019.23 


4. 


BORROWINGS FROM OTHER BANKS, AGENTS ETC:- 

ln India 


11.80.53.43,129.06 


Outside India 


(1) Secured 

(i) From Reserve Bank and 
State Bank of India against 
part investment and bills 
per contra. 

(ii) From :-Other Financial 

Institutions (under the 
participation scheme by 
part of Advances). 

(2) Unsecured 

In respect of borrowings 
(By part of Advances per 
contra) from 

The Industrial Development 
Bank of India. 

The Agricultural Refinance 
Corporation. 

Banks and other Financial 
Institutions. 


(») 

(>•) 

(iii) 


Rfl. P. 

Re. P. 


60,81,23.000.00 

— 


5.93.55.000.00 

— 


6.57,23,626.00 

7.38,63,849.00 

1,35,36,604.89 

82,06.04.079.89 

1.94.69.877.51 

1.94.69.877.51 

84,00,73,957.40 


5. BILLS PAYABLE 

6. BILLS FOR COLLECTION BEING BILLS RECEIVABLE 
AS PER CONTRA 

(i) Payable in India. 

(ii) Payable outside India 

7. OTHER LIABILITIES 
Branch Adjustments 

Amount owing to Subsidiary Company (including on their Clients* Account) 
Unclaimed Dividends 
Rebate on Bills Discounted 

Carried Over 


56,92.19,057.48 

14.65,21,467.14 


13.55,52,438.18 

2,00.22,076.54 

8,23,613.28 

143.58,587.55 


12,42,47.582. tfl 


71,57,40,524.62 


16,77,56,715.55 
13.81.72,70,078 99 
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31st December, 1975 


As at 31st 
December, 1974 
Rupees 


71,29,49.464 


PROPERTY AND ASSETS 


CASH:— 

In hand and with Reserve Bank and State Bank (including foreign currency notes) 
BALANCES WITH OTHER BANKS 


Rs. P, 
59.13.14.798.58 


1.41.34.724 

2,72,86,171 

On Current Account: 

(i) In India 

(ii) Outside India 

Rs. P. 

6.36.05.405.13 
1.86.84,215.72 




4,14,20,895 

4,24.67*104 

On Deposit Account: 

(i) In India 

(ii) Outside India. 

7,25,200.00 


8,22,89,620.85 

7.25,200.00 

8,30,14,820.85 

8,38,85,999 





3,62.60,000.00 

94.00,000 3. 

4. 

3,06,14,30,902 

18,00,00.000 

MONEY AT CALI AND SHORT NOTICE 

INVESTMENTS:— (at or below cost). 

(i) Securities of the Central and State Governments and Other Trustee Securities 
Treasury Bills of the Central and State Governments 

(ii) Shares Fully Paid Partly Paid 

3,38,16,26,168.49 

14,00,00.000.00 


67.31.896 

2.69,55.454 

57,798 

(a) Preference 
(h) Ordinary 
<c) Other Classes 

Rs. P. 

56,35,020.76 
1,77.22,122.07 
67,798.75 

Uu P 

1,09.375.00 

88.09.545.65 



3,37,45,148 


2,34,24.941.58 

89,18,920.65 

3,23,43,862. 23 


7,29,20.375 

4,52,610 

(iii) Debentures or Bonds 

(iv) Other Investments 

(v) Gold 

.. 

.. 

11,23,73,997.75 

2,610.00 



3.34.85.49.035 


5,43,55.38.568 

1.27.37.470 

5,44,82,76.03jT 

1.03,18.49.972 

23.94.06,626 


ADVANCES:— 

(Other than bad and doubtful debts for which provision lusbecn made to the 
satisfaction of the Auditors) 

(1) Loans, Cash Credits, Overdrafts, etc.:— 

(i) In India 

(Including an amount of Rs. 31.89.42.475/- relating 
to medium term advances in respect of which finance 
has been obtained from the Industrial Development Rs. P. 
Bank of India, the Agricultural Refinance Corpora¬ 
tion, and other Financial Institutions as per contra) 6,21,20,05,612.53 

(ii) Outside India .. .. 1.46,59,630.46 


,66,63,46.638.47 


(II) Bills Discounted and Purchased: 
(i) Payable in India 
(it) Payable Outside India.. 


Rs. P. 
1,88,33,81,358.80 
19,28,77,047.89 


6.22,66,65,242.99 
*2,07,62.58.406.69 


1,27,12,56,598 
6,Tl ,95,32,636 


5.37,81,67, 

41,17,21, 

92,96,43, 


,598 ^Includes Rs. 5,14.00.000/- under* Export Bill Credit 

- Scheme of Reserve Bank of India Rs. 17,25.00.000/- 

,636 under Pre-Shipment Credit Scheme of Reserve Bank of 

India and Rs. 37,50,00,000/- under Bill Market Scheme 
of Reserve Bank of India A/c Food Corporation of 
India, per contra. 

PARTICULARS OF ADVANCES 

189 (i) Debts considered good in respect of which the bank is fully secured. 

(ij) Debts considered good for which the bank holds no other security 
596 than the debtors* personal security 

(iii) Debts considered good secured by the personal liabilities of one or 
851 more parties* in addition to the personal security of the debtors. 

(iv> Debts considered doubtful or bad not provided for 


,30,29,23,649.68 


6,71,95,32,636 


6,02,87,08.511.63 

35,37,34,893.74 

1,92,04,80,244.31 

8,30,29,23,649.68 


10*87,43,17,134 
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Central Bank 

Balance Sheet at at 


CAPITAL AND LIABILITIES 


As at 31st 
December, 1974 
Rupees 

11,83,85,07,494 
48,59,01,926 


3,26,60,179 

3,26,60,179 

82.00,000 

2,20.00,000 

3,02.00.000 


Brought Forward 

8. ACCEPTANCES, ENDORSEMENTS AND OTHER OBLIGATIONS AS 
PER CONTRA 

9. PROFIT AND LOSS 
Balance as per last Balance Sheet 
Profit for the year 


Rs. P. Rs. P. 

13,81,72,70*078' 99 
54,68,86,662.64 

1,29,55,982.63 


Less :— Appropriations : 
Transferred to Reserve Fund 
Provision for Bonus to Staff 


Rs. 90,00,000.00 
Rs. — 


1,29,55,982.63 


90,00,000.00 


24,60,179 


Balance to be transferred to the Central Government 
10. CONTINGENT LIABILITIES 


Claims against the Hank not acknow¬ 
ledged as debiv 

On Inwsiiii.MHs in pa*\ly paid shares. 
On Letter > of Gnr.mtec on behalf of 
Cons!itu;n.i (includhig Rs. Nil on 
behalf of officers). 

Liability on account of Outstanding 
Forward Exch mge Contracts. 

Liability on Bills of Exchange 
Rediscounted 


39,55.982.63 


(31-12-1974) 

Rupees 

fi> 

64,95,155 

1,01,84,913 

0 l ) 


<iii' 

73,20,67,085 

(iv) 

34.79.79.227 


(v) 

32,88.63.477 



Rs. 


61,50,561.74 

1.01,47,067.50 


80,47,99,961 61 
59,32,48,976.73 
38.21.26.373.09 


12.32,68.69,599 


Notes forming pari of the Accounts 

(1) Substantial progress has been made during the year in reconstructing the accounts of 33, Nctaji Subhas 
Road, Calcutta branch as of 31 st December. 1973 (which were incorporated into the accounts cf that 
year on an estimated basis as most of the records were destroyed by fire). However, pending a 
final reconstruction, assumed figures<o the extent they arc not yet reconstructed arc being continued 
and thj net credit balance on such accounts aggregating to Rs. 61,49,871.29 (previous year 
Rs. 2.60.12.489.69) i* being shown under Current arid Contingency Accounts etc. — Others. 

(2) The Bank has established a Gratuity F und to be administered by a Trust which is awaiting recognition 
under the Income-Tax Act. Gratuity liability as on 31st December 1974 in respect of staff members 
entitled to gratuity arising out of th*: provisions of the payment of Gratuity Act 1972 and in respect of 
Ollicers arising out of th.* Gratuity Scheme of the Bank h-*.s been ascertained by acturia! valuation at 
Rs. 8.67.25,000/-. Against this the Bank has paid to the Trustees of the Fund an aggregate sum of 
Rs. 5,81,50,000/-. Incremental liability for the year 1975 has not yet been ascertained. 

(3) Certain old items in the Branch reconciliation remain to be cleared. The Balancing of General Ledgers 
with Subsid ; ary Ledgcrs/Schedules remains to be completed at a few branches. The schedules support¬ 
ing general ledger balances and reconciliation statements for accounts with other banks were not ready 
at a few branches. Necessary steps are being taken in this regard. 

(4) Returns received from some of the unaudited branches were incomplete. 

(5) As returns in respect of Pakistan (including areas now comprised in Bangla Desh) Branches have not 
been received for the period after 30th June. 1965. unaudited returns as at that date only have been in¬ 
corporated in the Bank's Balance Sheet as at 31 si December. 1975. As no further information is avail¬ 
able the assets and liabilities in Pakistan have not been shown in the Balance Sheet under the individual 
heads but only the net book value thereof has been incorporated. 

(6) Provision for an ex-gratia payment in lieu of bonus to staff, (treated as an allowable expenditure for 
Income-tax provision) considered adequate by the Board, has been made and transferred to Con¬ 
tingency Reserve. In the previous year the same was treated as an appropriation. As a result, the profit 
for the year is not comparable with that of the previous year. Disbursement to staff will be made after 
the sanction of the Central Government. 

TOTAL RUPEES .. 


14,36.81,12,724.26 

"mu" ViT 1 5S3SSSSS 


Bombay, 22nd April. 1976. 


In terms of our report of even date attached, 
G.P. KAPADIA ft CO. 

RAY ft RAY 

THAKUR VAIDYANAIH AIYAR ft CO 
Chartered Accountants 
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of India 

31st December, 1975 


PROPERTY AND ASSETS 


As at 31st 
r, 1974 


10.87,4347,134 
1,93,12,794 


1,93,12.794 


2,03,62,859 

54,16.41,433 

10,73.14,790 

64,89,56,223 

48,59,01,926 

3,25,70,193 

15.40.694 

3,10,29.499 

16.28,175 

3.26,57,674 

66,59,405 

2,59,98,269 

9,72,87,217 

1,17,94,443 

10,90,81 ,660 
5,08.24,692 

5,82,56,968 


10.00,000 

4.24.84,489 

11.10,90,751 

85,91,850 

7,02,25,963 

23,33,93.053^ 

46,026 


4 . Brought Forward 

(v) Debts due by Directors or Officers of the bank or any of them either 
severally or jointly with any other persons 

(vi) Debts due by companies or firms in which the directors of the bank are 
interested as directors, partners or managing agents, or, in the case of 
private companies as members. 

(vii) Maximum total amount of advances, including temporary advances, 
made at any time during the year to directors, or managers or officers of 
the bank or any of them either severally or jointly with any persons... 

(viii) Maximum total amount of advances, including temporary advances, 
granted during the year to the companies or firms in which the directors 
of the bank are interested as directors, partners or managing agents, or, 
in the case of private companies, as members 

(ix) Due from Banks 

6. BILLS RECEIVABLE BEING BILLS FOR COLLECTION AS PER CONTRA 

(i) Payable in India 

(ii) Payable Outside India.. 

7. CONSTITUENTS* LIABILITIES FOR ACCEPTANCES, ENDORSEMENTS 

AND OTHER OBUGATIONS PER CONTRA. 

8. LANDS AND BUILDINGS 
Cost as per last Balance Sheet 

Less : Cost of property sold during the year 

Add: Cost of Additions made during the vear 
Less : Depreciation written off 


9. FURNITURE AND FIXTURES 
As per last Balance Sheet 
Add : Additions less Sales made during the year 


Less : Amount written off to date for depreciation 


10. OTHER ASSETS 

Shares (Partly Paid) of the Central Bank Executor and 
Trustee Co. Ltd. (Subsidiary Company) at cost 
Interest accrued on Investments 
Income-tax paid in advance and tax deducted at source 
Share Application Moneys 

Sundry Advances, Deposits, Stamps, Stationery. Home 
Saving Safes. Safe Deposit Boxes, etc. 


11. NON—BANKING ASSETS ACQUIRED IN SATISFACTION OF CLAIMS 
(at book value) 


Rs. P. Ra» P. 

12,67,98,59.907.58 

2,29,35.296.14 


2.29.35.296.14 


82.95,221.18 

56,92,19,057.48 

14.65,21,467.14 


3.26,57,674.41 


3,26,57,674.41 

18.57,913.75 

3.45,15,588.16 

72.56,344.31 


10.90,81,660.19 

1.24.80,893.67 

12.15.62,553.86 
5.90.24.089.12 


10 , 00 , 000.00 

4.89,71,724.00 

18.30.80,460.71 

2,70,42,000.00 

7,56.87,710.59 


71,57,40,524.62 

54,68,86,662.64 


2.72,59,243.85 


6,25,38,464.74 


33.57,81,895.30 

46.025.53 


12,32.68,69.599 


TOTAL RUPEES : 


14.36.81.12.724.26 


P.F. GUTTA 

TARAKESWAR CHAKRABORTI 
R.R. KUMAR 
RAMSIYA K UNDER 
T.S. PAPOLA 
R. RATNAM 

M.G. BALASUBRAMANIAN 
Bombay: 22nd April 1976 

BASHatN BGONQMltt 


CHAIRMAN A MANAGING DIRECTOR 

DIRECTORS US. POCHKHANAWALA 

General Manager 


S.B. PARDIWALLA 
Assistant General Manager 
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Central Bank 

Statement of Profit and Loss Accoant for 


. . 


EXPENDITURE 



Previous Year 



Rs. ’ P. 

Rs* P. 

Rupees 





55,09.02,111 

1 . 

Interest paid on Deposits Borrowings, etc. 


67,82,20,472.77 

32,63,46,185 

2. 

Salaries and Allowances .. 

41*84,23,610.93 


98,89,658 


Contribution to Provident Fund ,. 

1,04,62,621.27 


33.62,35,843 




42,88,86,232.20 

1.45,553 

3. 

Directors* and Local Committee Members* Fees and Allowances 


98,495.68 

2.71.56,193 

4. 

Rent, Taxes, Insurance, Lighting etc. 


3,02.88,531.39 

6.42 948 

5. 

Law Charges 


4,93,155.90 

58,72,319 

6. 

Postage, Telegrams and Stamps 


91,84,891.34 


7. 

Auditors* Fees: 



3,03,600 


To Statutory Auditors (including Branch Audit Fees) 

3.13,000.00 


3,04,200 


To Branch Auditors 

4,46,249.38 


6,07,800 




7,59,249.38 

5.64,237 

8. 

Depreciation on Bank’s Property 

6,16,655.97 


2,73,963 


Repairs to Bank's Property 

3,08,928.53 


4,05,879 


Other Charges on Bank’s Property 

61,118.06 


73,09,585 


Depreciation on Furniture and Fixture 

81,99,396.77 


85,53,664 




91,86,099.33 

1,11.59,389 

9. 

Stationery, Printing and Advertisements, etc. 


1,36,85,862-81 

— 

10. 

Loss from Sale of or dealing with Non-Banking Assets 


— 

2,96,99,723 

11. 

Other Expenditure 


3.23,16,300.95 

3,26,60,179 

12. 

Balance of Profit — See Note 6 


1,29,55,982.63 

1,00,36,35.722 


TOTAL RUPEES .. 


121,60,75,274.38 


NOTES 


1. Particulars of remuneration paid to the Chairman and Managing Director 


Previous Year 


Mr. D. V. Taneja Mr. P. F. Gutta 


Rupees 


55,041 (i) Salary 

3,457 (ii) House Rent Allowance 

4,587 (Hi) Provident Fund Contribution 

1,156 (iv) Medical Expenses Reimbursed 

— (v) Leave Fare Concession 

— (vi) Gratuity 

•64,241 


(Including Leave Period) (May-December *75) 

Rs. P. Rs. P. 

32,366.93 30,084.68 

9.683.32 — 

2,697.18 2,507.06 

2,271.89 397.93 

6.745.00 — 

47,250.00 — 


1,01,014.32 32.9f9.67 


•Mr B.N. Adarkar Rs. 29,040.27 & Mr. D. V. Taneja Rs. 35,200 94 


{ 2. Advertisement expenditure during the year Rs. 22,41,265.30 (Previous Year Rs. 11,88,884.39). 

3. Particulars of remuneration paid to employee Directors (other than Directors’ Fees and Allowances^ have not been separately disclosed as they 
have not drawn such remuneration in their capacity as Directors. 
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of India 

tfee Year Ended 3ist December, 1975 

• INCOME. ~ "* 

(Less provision made during the year for Bad and Doubtful Debts and other usual or necessary provisions) 


Previous Year 


Rs. P 


98*59,33.051 

11,46,17.264 

30,83.407 


1. Interest and Discount 

2. Commission, Exchange and Brokerage 

3. Rents .. .... 

4. Net Profit on sale of Investments, Cold and Silver, Land, Premises and other Assets (not credited to 
Reserves or any particular Fund or Account) 

5. Net Profit on Revaluation of Investments, Gold and Silver, Land, Premises and other Assets (not credited 
to Reserves or any particular Fund or Account) 

6. Income from uon-Banking Assets, and Profit from sale of or dealing with such Assets 


107,61,64,463.47 

13,59,93.731,41 

39,17,079.50 


100.36,35.722 


TOTAL RUPEES 121.60,75,274.38 


P. F. GUTTA Chairman & Managing Director 

TARAKESWAR CHAKRABORTI 
R. R. KUMAR 
RAMSIYA KUNDLR 

i. Directors 

T. S. PAPOLA 
R. RATNAM 

M. G. BALASUBRAMANIAN 
Bombay, 22nd April, 1976. 


R. S. POCHKHANAWALA 
General Manager 


S. B. PARDIWALLA 
Assistant General Manager 


AUDITORS* REPORT TO THE PRESIDENT OF INDIA 

1. Wc have audited the attached Balance Sheet of Central Bank of India as at 3 J st December, 1975 and also the attached Profit & Loss Account 
of tile Bank for the year ended upon that date in which are incorporated the returns of 122 branches audited by us, 475 branches audited by other audi¬ 
tors, and the unaudited returns in respect of 700 branches. The branches to be audiicd by us and the branches to be audited by other auditors have 
been selected by the Bank in accordance with the guidelines issued by the Reserve Bank of India. The returns of Pakistan and Bangladesh branches are 
incorporated as per Note 5 of the notes forming part of the accounts. 

2. The Balance Sheet and Profit & Loss Account have been drawn up in Forms ‘A' and ‘BTcspcctivcly of the third schedule of the Banking 
Regulation Act. 1949. Accordingly, they disclose such matters as were required to be disclosed in the case of Banking Companies prior to nationalisation 
by virtue of the provisions of the said Act as read with the related provisions of the Companies Act. J956* Subject to the limitations of such disclosure 
and on the basis of the audit indicated in the first paragraph and subject to the issues stated in notes 2 to A to the Accounts wc report that: 

(a) In our opinion and to the best of our information and the explanations given to us and hs shown by the books of the Rank : 

(i) the Balance Sheet read with the notes thereon is a full and fair Balance Sheet containing the necessary particulars and it is properly 
drawn up so as to exhibit a true and fair view of the affairs of the Bank as at 31 st December, ] 975. 

(ii) the Profit and Loss Account read with the notes thereon shows a true balance of profit for the year covered by the Account. 

(b) We have obtained all the information and explanations which to (he best of our knowledge and belief were necessary for 
the purposes of our audit and have found them to be satisfactory. 

(c) The transactions of the Bank which have come to our notice have been within the powers of the Bank. 

(d) The returns received from the branches of the Bank have been found adequate for the purposes of our audit. 

G. P. KAPADIA & CO. RAY & RAY THAKUR VALDYANATH AIYAR A CO. 

Chartered Accountants Chartered Accountants Chartered Accountants 

Bombay, 22nd April, 1976. 
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Credit for Rural 
Sector 

A * four-tier arrangement 
to pump in money on a 
massive scale to meet the 
credit requirements of the 
rural areas has been finalised 
by the centre and is being 
discussed at a special 
meeting of chief ministers 
currently being held at 
Bangalore. All available 
institutions such as coope¬ 
ratives, panchayats, banks 
and government machinery, 
where the other three are 
non-existent, are proposed 
to be pressed into operation. 
The centre is giving highest 
priority to the scheme and 
has directed the Reserve 
Bank to make available the 
necessary finances to the 
state governments and co¬ 
operatives. 

Socio-Economic Urgency 

Provision of consumption 
credit to rural poor has 
become a social and econo¬ 
mic urgency. With the 
abolition of rural indebted¬ 
ness under the 20-point 
economic programme the 
traditional sources of cicdit 
to farmers has dried up. 
The government had ap¬ 
pointed Sivaraman Com¬ 
mittee to make a special 
study on the dimensions of 
the problem and suggest 
measures. The Sivaraman 


committee, which submitted 
its report in April this year, 
confirmed that the people 
hardest hit in the rural 
areas as a result of drying 
up of credit sources follow¬ 
ing the abolition of indeb¬ 
tedness were those who do 
not own any land and 
those owning land up to 
0.5 acre. Their credit 
requirements use being 
estimated at Rs 170 crores. 

The present institutional 
arrangements will not be 
able to meet the credit 
needs of this section though 
they may be able to cater 
for the consumption credit 
requirements of the middle 
strata of farmers having 
0.5 to 5 acres. Special 
arrangements were there¬ 


fore* suggested while streng¬ 
thening the cooperative 
and banking structure. The 
problems appears to be that 
these institutions are non¬ 
existent in some of the 
states. The commercial 
banks and the rural banks 
are proposed to be asked 
to widen their operations 
in the rural areas. Where 
none of these channels are 
available, the existing 
government machinery in 
the villages will be 
entrusted with the task. 

Jute Output 
Regulation 

Regulatory measures for 
production of jute goods 
have been enforced for two 
months ending July. These 
measures have been taken 
for conserving raw jute, 
specially that of superior 
grades, it was announced 
recently. The jute commis¬ 
sioner has introduced regu¬ 
latory measures in the pro¬ 
duction of jute carpet back¬ 
ing and hessian for June 
and July. It has been further 
directed that during the 


period, ptoduotion .^of jofe 
sacking wnt be confinca tb 
sacking looms only and 
that hessian looms, will not 
be used for the production 
of sacking. 

Iron Ore for Japan 

Japan has agreed to 
increase its purchases of 
iron-ore from India by 100 
per cent over the next two 
years. Against an import 
of 2.4 million tonnes of 
basic and high grades ore 
in 1975-76, it will buy 4.8 
million tonnes in 1977-78. 
In the current financial 
year, the purchases by 
Japanese steel mills will be 
3.5 million tonnes. An 
agreement to this effect is 
understood to have been 
conducted by Mr C.R. Das, 
chairman of the Minerals 
and Metal Trading Corpo¬ 
ration, during his recent 
discussion with Japanese 
steel mills in Tokyo. So far 
as exports of Bailadilla 
deposits are concerned, the 
Japanese have agreed to 
take about 6.2 million 
tonnes during the current 


Slaitetn £conomilt 30 If ear5 

JUNE 21, 1948 


The task of bringing about total prohibition 
within two or throe years therefore is not easy. 
It can bo attempted only by stages as before. 
Inter provincial coopcraiion in drawing out the 
scheme of prohibition will not only help the 
object in view but also help to reduce the cost, 
particularly on supervisory staff in border dis¬ 
tricts. While the success of the scheme may 
not be in doubt on account of the popular 
support for it, the provincial governments 
should bear in mind the cost of delaying other 
measures of equally urgent economic rehabili¬ 
tation. Again if prohibition is to be a success 


not only on the moral plane but also as an 
attempt at equitable distribution of taxes, the 
Provincial government should not resort to 
compensate the loss by further heavy regressive 
taxation. They should depend more upon 
public loans to finance ameliorative schemes 
and boldly evolve an expansive budget instead 
of straining to balanco it in the orthodox 
manner. The central government should in 
consultation with the provinces now think of 
a long term policy of grants and loans in the 
place of the present nd-boe scheme. 
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yew compared with 4.9 
million tonnes in 1975-76. 

Thus iron-ore exports by 
MMTC to Japan during the' 
current financial year are 
expected to be of the order 
of about 10 million tonnes 
against 7.2 million tonnes 
during 1975-76. A simi¬ 
lar increase from South 
Korea which will buy about 
600,000 tonnes of iron-ore 
from MMTC this year. The 
increases obtained both 
from Japan and South 
Kona were expected to 
bring in additional foreign 
exchange to the tune of 
Rs25 crores. 

Indo-Brhish Joint 
Commission 

The Indo-British Joint 
commission held ministerial- 
level discussions regarding 
possibilities of Joint ven¬ 
tures in third countries and 
prospects of collabora¬ 
tion between public sector 
units of the two coun¬ 
tries. Besides, long term 
arrangements for export of 
iron-ore, coal and other 
processed minerals from 
India were also discussed. 
Specifically production and 
mwketing tic-ups between 
British Steel, on the one 
hand and Coal India and 
MMTC on the Indian side 
came up for talks. Possi¬ 
ble areas of investment in 
India under the Foreign 
Exchange Regulation Act 
were outlined to the British 
authorities and various pro¬ 
visions of the act were 
explained. 

Commerce minister, 
prof D.P. Chattopaddhyaya 
and Mr A. K. Ghosh 
additional secretary in the 


ministry of Industry and 
Civil Supplies led fhe official 
level discussions. The Com¬ 
merce minister utilised the 
opportunity to disuse with 
British authorities further 
steps required for forming 
an international tea agree¬ 
ment. 

International Summit 
in Puerto Rico 

An international summit 
is planned in Puerto Rico 
on June 27 and 28. At the 
invitation of the President 
of the United States, the 
heads of states and govern¬ 
ments of France, the 
Federal Republic of 
Germany, Italy, Japan, the 
United Kingdom, and 
Northern Ireland and the 
United States of America 
will meet. In addition, the 
President of the United 
States has invited Canada 
to participate. The partici¬ 
pants will descuss problems 
of mutual interest including 
the progress of their econo¬ 
mic recoveries and the 
current phase of their efforts 
to attain sustained economic 
expansion, financial and 
monetary matters, trade, 
energy and relations with 
developing nations. 

BHEL Generators 
for New Zealand 

The Bharat Heavy Electri¬ 
cals Limited (BHEL), 
Bhopal, has won a contract 
for the supply of eight 
53 MW generators to 
New Zealand. According 
to BHEL sources, the 
contract won against inter¬ 
national competition and 
one of the biggest for supply 
of hydro-power station 
equipment, is worth about 
Rs 9 crores. The supply is 


to be made in the next 
30 months. 

Production and 
Demand for Copper 

The gap between indigen¬ 
ous production and total 
demand for copper is 
expected to be only 45 per 
cent in 1976-77 as against 
75 per cent during 1972-73. 
The estimated production 
of copper metal for the 
current year is about 
36,000 tonnes. During 
1975-76, 23.888 tonnes of 
blister copper was pro¬ 
duced against a target of 
23,000 tonnes. According 
to the estimates of DGTD, 
the demand for copper for 
the current yew is expected 
to be 50,000 tonnes. The 


demand is expected to ex¬ 
ceed 100,000 tonnes per 
annum during the sixth Plan 
period. 

For bridging the gap 
between the demand and 
indigenous production of 
copper metal, Hindustan 
Copper Ltd. has formulated 
two mqjor schemes. These 
are Malanjkhand Copper 
Project in Madhya Pradesh 
for production of copper 
concentrates equivalent to 
23,000 tonnes of metal per 
year and Rakha Copper 
Project, phase II, for pro¬ 
duction of copper concen¬ 
trates equivalent to 20,000 
tonnes of metal per year. 

Hindustan Copper • has 
also taken up schemes for 


ATTENTION ENTREPRENEURS* 

Have you any technically feasible and economically 
viable project in your mind? 

Why don’t you put up your unit in Rajasthan 

Where RAJASTHAN FINANCIAL CORPN. 

solves your money problems by providing long term 
loans to industrial units on liberal terms? 

RFC can also provide 

Foreign Exchange loan for 

import of Plant A Machinery under IDA Credit 

Concessions in Backward Areas: 

* Relaxed rate of interest 

* Liberal margin 

* Longer repayment schedule, if necessary 

* Relaxation in standard, debt-equity ratio 

* 15% cash subsidy In Alwar, Bhilwara, Churu, 
Jodhpur, Nagaur and Udaipur districts. 

For details please contact: 

RAJASTHAN FINANCIAL CORPORATION 

C-1S, Bhagwandas Road, JAIPUR-302101 
P.B.X. Telephones : 62084, 62085, 68086, 62087 
Telex : 036-377 

BRANCHES 

Ajmer, Alwar, Banswara, Jodhpur, 
Kota, Sri Ganganagar & Udaipur 
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expansion of existing mine 
capacity at Mosaboni and 
Surda mines in Bihar, and 
at Chandmari in Rajasthan. 
An outlay of Rs 127.23 
crores has been made in the 
draft fifth Plan for Hindus¬ 
tan Copper Ltd. Of this 
Rs45.29 crores wilt be for 
existting schemes and the 
balance for new schemes. 
For 1976-77, an outlay of 
Rs 14.35 crores has been 
provided for Hindustan 
Copper. 

Aluminium Output 

Aluminiun production 
increased by 50.9 per cent 
in May this year compared 
to the production in May, 
1975. A total of 18,033 
tonnes of Aluminiun was 
produced in May, 1976 
compare to 11,947 tonnes 
last year. There was an 
increase of 71 per cent in 
the production EC grade 
Aluminiun during this 
period. Production of 
Aluminiun in the first two 
months of 1976-77 comes 
to 35,552 tonnes as against 
23,944 tonnes during April- 
May. 1975-76, an* increase 
of 48.4 percent. Produc¬ 
tion of EC grade Aluminium 
shows an increase of 79 per 
cent during these two months 
compared to last year’s 
production. 

Power Generation 

Twenty-point economic 
programme has given a 
new thrust to the growth of 
power industry in the coun¬ 
try. Hie new climate of 
discipline, belter industrial 
relations and higher pro¬ 
ductivity has resulted in a 
marked improvement in the 
power situation since July 
1975. The total monthly 
power generation which 


stood at 5825 million units 
in June 1975 rose to 7667 
million units in March 
1976 ^bus showing an 
increase of 20 per cent over 
the same period a year 
earlier. The daily genera¬ 
tion of 261 million units on 
March 12, 1976 was an all- 
time record of daily genera¬ 
tion. 

During the first 9 months 
of the new economic pro¬ 
gramme about 1785 MW 
was added to the country's 
power generation capacity 
which was a record. This 
represented an increase of 
about nine per cent in the 
generating capacity. From 
April to June 1975, the 
addition to the power gene¬ 
ration capacity was only 


10 MW. Thus the total 
addition to power generating 
capacity in 1975-76 was of 
the order of 1800 MW. 
Similarly, taking 1975-76 as 
a whole there was an 
increase of 13 per cent in 
power generation compared 
to 1974-75. 

Power generation from 
hydro sources increased by 
nearly 20 percent, follow¬ 
ing satisfactory monsoon 
and the thermal generation 
increased by about nine per 
cent. 

During 1975-76 the 
northern region registered 
a significant increase of 25 
per cent while the western 
region could claim only a 
six per cent increase. Other 


regions were close to the 
national average of 13 
per cent. Some of the 
thermal stations like, Har- 
duaganj ‘B’ and' ‘A’ 
had been revamped with 
speed. The thermal stations 
at Bhatinda and Faridabad 
were not exercised fully 
because of high hydel ener¬ 
gy availability from Bhakra. 

In the western region, 
where the overall increase 
was six per cent, Madhya 
Pradesh increased the gene¬ 
ration by 16 per cent. The 
performance of thermal 
stations in Madhya Pradesh 
was the best in the country. 
Only marginal increase in 
generation was possible in 
Gujarat due to drought in 
the earlier part of the year, 


World Foodgrain Stocks 

Over the last few years stocks a low of nearly 33 million tonnes. dining to 10 million tonnes In 
with five foodgrain exporting The position Improved in 1909-70 1966-67 from nearly 38 million 
countries (United States, Canada, with stocks again raising to over tonnes in 1960-61. In 1974-75 

Argentina, Australia and 65 million tonnes. The latest the stocks had come down to a 

European Economic Community) year for which figures are avail- little more than five million tonnes, 

have tended to fluctuate able, (1974-75). The stocks have Export price of foodgrains have 

around 60 million tonnes and again been low at around 25 mil- responded to shortages after 

25 million tonnes so that a pro- lion tonnes. Stocks with the 1970-71. There was a sharp 

nounced decline was visible in United States have also moved increase io 1971-72, but a peak 

1965-66 when the stocks touched almost in a similar fashion de- was touched in 1973-74. 
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and disruption of supply 
due to cyclone in Kutch 
area later. The southern 
region .could claim an 11 
per cent increase in genera¬ 
tion mainly due to increase 
in hydro energy. The enire 
increase in the thermal 
generation of Tamil Nadu 
was contributed by Neyveli. 
Despite the increase of 15 
per cent in generation, 
Karnataka had to impose a 
power cut from November 
1, 1975. 

There was 12 per cent 
increase in power generation 
in the eastern region. The 
main increase in the region 
was in Orissa which export¬ 
ed power to the extent of 
691 million units to Bihar 
and Andhra Pradesh. Import 
of power from Orissa and 
DVC enabled Bihar to meet 
its loads, without being 
called upon to maximise 
its own generation. The 
increase in West Bengal 
(excluding DVC) was only 
four per cent. DVC’s de¬ 
mand was well below their 
capacity and they continued 
to assist West Bengal and 
Bihar. 

The north eastern region 
registered a 12 per cent 
increase in generation. 

Bombay High 
Operations 

The offshore operations 
of the Oil and Natural Gas 
Commission including pro¬ 
duction of oil from the 
Bombay High, suspended 
recently when an extraordi¬ 
narily violent pre-monsoon 
tornado hit the western 
coast, are expected to be 
resumed shortly. Explora¬ 
tion and production activi¬ 
ties ih the Bombay High, 
Bassein and the Deeper 


Continental Shelf areas had 
to be stopped on June 2 
when high velocity winds 
and unusually high waves 
made operations impossible. 
There were, however, only 
minor losses which occurred 
due to intense tossing of 
the servicing boats. ONGC 
technicians working on the 
ships stayed on board. 

Small Savings 

The small savings collec¬ 
tions during the last fiscal 
year exceeded the target by 
over 15 per cent. The net col¬ 
lections in 1975-76 amoun¬ 
ted to nearly Rs 403 crorcs 
as against the revised target 
ofRs 350 crores. Out of 
these, the personal savings 
aggregated to Rs 240 crores 
representing an increase of 
15 per cent over the annual 
target of Rs 210 crorcs. In 
1969-70, the net personal 
savings amounted to only 


Rs 90,52 crores which 
increased to Rs 240 crores 
last year. In 1974-75, the 
personal savings had to¬ 
talled to Rs 216.41 crores. 

The small savings move¬ 
ment has scored good 
achievements under the 
extension agencies. The 
authorised agents established 
a new record last year by 
collecting Rs 154.46 crorcs 
as against Rs 121 crores in 
the previous year and Rs 
30.22 crorcs in 1969-74. 
The objective of the Na¬ 
tional Savinges organisation 
was to have 20,000 active 
agents and to reach the 
collection of Rs 150 crores 
through agents by 1976-77. 
The target for collection has 
already been achieved and 
the target for active agents 
is likely to be reached this 
year. 

The savings activity 


among the salary and wage- 
earners all over the country 
received considerable sup¬ 
port and has resulted in 
enrolment of nearly 981,000 
of new savers in 8,286 new 
payroll savings groups in 
1975-76. The total number 
of such groups now stands 
at 55,412 with a member¬ 
ship of 4.75 million. The 
collections during the year 
were Rs 46.72 crores as 
against Rs 40 crores in the 
preceding year. 

Recycling of 
Petro-Dollars 

The OPEC countries 
offer India tremendous 
opportunities for starting 
joint ventures in perto- 
chemicals and related areas, 
according to a study on 
petrodollars by the Econo¬ 
mic and Scientific Research 
Foundation. The study 
points out that India can 



FOREVER AT THE 
SERVICE OF 
00R COUNTRY 
AT HOME & ABROAD 

INDIA STEAMSHIP CO., LTD. 

*‘INUA STEAMSHIP MOUSE", 21. OLD COURT MOUSE ST., C«ICUTT>-I. 
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hope fot only limited access 
to petro aid programmes 
started by OPEC. Con¬ 
sequently, it can only 
attract fund9 by presenting 
economically and financially 
viable project proposals. 
The study advocates esta¬ 
blishment of a new interna¬ 
tional agency to attract 
and recycle petrodollars 
from the OPEC nations. 
The study says that such an 
agency, under the control 
of central monetary authori- 
tries of major countries, is 
necessary to deploy oil 
surpluses in such a manner 
as to serve the interests of 
borrowers and lenders and 
preserve the financial 
stability in world markets. 
The new agency would 
steer the investment of 
surplus petrodollars not 
only into bonds and other 
capital market instalments, 
but would also act as invest¬ 
ment fund for cooperative 
ventures in poor countries. 

Rubber Transporta- 
tion by Sea 

A new method of shipping 
natural rubber is being 
adopted by Goodyear. 
Utilising a special packaging 
known as shrink wrapped 
rubber and the latest in 
ocean cargo transportation, 
the rubber is being delivered 
without intermediate cargo 
handling. Shrink wrapped 
rubber consists of a specially 
stretched polythene film 
shroud with a ‘memory’ 
which shrinks back to its 
original shape. The shrink 
wrapping forms a tight 
cocoon around rubber bales 
on pallet bases when heated 
in specially constructed 
ovens. Recently, nearly 350 
tons of shrink wrapped 
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Standard Malaysian Rubber 
was loaded into a LASH 
(lighter aboiard ship) type 
barge . at Port Klang, 
Malaysia'. The barge was 
then loaded into one of the 
world’s largest cargo liners— 
the “Green Island’’ for the 
ocean crossing. Ultimately, 
it would be towed- by tug¬ 
boats up the Mississippi 
river to its final destination, 
the Goodyear factory. 

Foodgrains Stocks 

A massive stock of 17 to 
18 million tonnes of food- 
grains, a record since inde¬ 
pendence is expected to be 
built up by government 
agencies. Bumper harvests 
this year have enabled these 
agencies to procure nearly 
5.7 million tonnes of wheat 
and rice each by now. 
Before the year ends, the 
rice figure is expected to 
touch six million tonnes and 
wheat 6.5 million tonnes 
mark. 

This record procurement 
operation, of both kharif 
and rabi, has some signifi¬ 
cant advantages. It has 
pumped crores of rupees 
into rural economy and pro¬ 
vided temporary employ¬ 
ment to lakhs of people. 

Exchange of 
Defective Notes 

The Reserve Bank has 
authorised all branches of 
public sector banks to 
afford free facilities to their 
customers as well as other 
persons for exchange of 
soiled currency notes and 
slightly mutilated notes (pro¬ 
vided the mutilations are of 
a minor nature, the notes 
can be identified as genuine 
and there is no suspicion of 
fraud), and mutilated notes 


composed of two half notes. 7 
The Reserve Bank has also 
authorised the offices of 
Posts and Telegraphs depart¬ 
ment and the Railways to 
accept the first two types of 
notes (soiled notes and 
slightly mutilated notes) 
from the public in payment 
of dues. Notes which do 
not satisfy the stipulated 
requirements, that is note 
which arc more than slightly 
mutilated, require to be 
tendered at, or sent by 
insured post to, the nearest 
Issue Office of the Reserve 
Bank of India. 

Public Relations 
Meet 

The National Council 
of the Public Relations 
Society of India has decided 
to hold the sixth All India 
Public Relations Conference 
in Cochin in 1978. This 
was disclosed recently by 
Mr G.P.C. Nayar, Chairman 
of the Kerala Chapter of 
Public Relations Society of 


Cotton Pieccgoods 
Cotton Yarn 
Cotton Sewing Thread 
Made-ups 
Hosiery 

Readymade garments 
(Millmade) 

Readymade garments 
(Hand loom) 

Other Cotton Manufactures 


IMia. He pointed out that 
this was a great honour to 
the state and to the PR 
practitioners of this, region 
particularly because this is 
the first time an all India 
Public Relations Conference 
is held outside the metro¬ 
politan cities. 

Cotton Toxtile 
Export 

According to the Indian 
Cotton Mills Federation, 
exports of cotton textiles in 
the month of March 1976 
amounted to Rs 78.36 crores 
and the total exports during 
the financial year April-1975 
to March 1976 have amoun¬ 
ted to Rs 376.67 crores. As 
expected earlier, the cotton 
textiles exports during the 
year 1975-76 have reached 
a record level of Rs 376.67 
crores as against Rs 300.85 
crores in 1974-75 and 
Rs 278.10 crores in 1973-74. 
Given below are details of 
itemwise exports during 
March 1976 as also during 
April-1975-March 1976: 


(Rs in crores) 


March 

1976 

April 1975/ 
March 1976 

33.86 

134.55 

2.24 

6.65 

0.18 

1.63 

7.70 

40.08 

1.52 

8.70 

10.33 

66.88 

22.35 

116.97 

0.18 

1.21 


78.36 376.67 
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Gold Mohur Mills 

The directors of Gold 
Mohur Mills Ltd have 
recommended a dividend of 
Rs 10 per equity share of 
Rs 100, subject to deduc¬ 
tion of tax. According to 
the government restrictions 
on payment of dividends, 
out of a total of Rs 10, the 
first instalment of Rs 5.93 
will be paid immediately and 
Rs 2.04 on July 5, 1976 and 
Rs 2.03 on July 5,1977 with 
interest at eight per cent per 
annum. 

In the difficult economic 
situation prevailing in the 
country, there was an in¬ 
crease in the cost of produc¬ 
tion due to an all around 
rise in the cost of raw 
materials, fuels, stores, spare 
parts, dyes and electricity. 
The continuation of statutory 
manufacture of controlled 
cloth was another hindcrance 
to the good performance of 
the company. Tn spite of 
all these setbacks the com¬ 
pany showed a net profit of 
Rs 20.31 lakhs in 1975 as 
against Rs 22.42 lakhs in the 
previous year. After making 
adjustments for taxation 
and other provisions, the 
directors appropriated Rs 12 
lukhs for dividends and a 
sum of Rs 1.69 lakhs was 
tarried forward. There was 
no provision for general 
reserve this year. 

The company during the 
year 1975 paid the final 


instalment of Deutsche 
Mark Loan of DM 2,86,612 
borrowed in 1964. The rupee 
equivalent of the outstand¬ 
ing balance of the converti¬ 
ble US Dollar Loan borrow¬ 
ed in 1969 from the Industrial 
Credit & Investment Corp. 
of India, was also written up 
during the year. The 
company earned foreign 
exchange equivalent of 
Rs 325 crores for the period 
ended March 31, 1976. 

Goodyear 

Goodyear India has regis¬ 
tered continued growth in 
terms of sales and profits 
for the operating year ended 
December 1975. Sales 
increased by 20.7 per cent 
from Rs 53.86 crores in 1974 
to Rs 65.04 crores in 1975. 
Although the production 
registered a small 3.5 per 
cent increase in terms of 
tonnage, a large part of the 
car tyre capacity remained 
unutilized due to decline in 
demand for car tyres. The 
demand for truck tyres also 
declined significantly. How¬ 
ever, the company was able 
to achieve a higher produc¬ 
tion tonnage by changing 
the product mix. 

Profits for the year were 
Rs 3.66 crores after pro¬ 
viding for development 
rebate reserve Rs 180,000, 
taxation Rs 2.13 crores and 
dividend Rs 64 lakhs, the 
available profit of Rs 86.68 
lakhs for the current 


year was appropriated to 
general reserve. The directors 
of the company recom- 
mened for the year 1975 a 
dividend of Rs 1.20 per 
equity share. 

Rise in Capital 

The directors of the com¬ 
pany propose to raise the 
authorised capital from 
Rs 5.40 crores to Rs 10 
crores and to increase the 
issued and paid up capital 
from Rs 5,34,48,900 to 
Rs 7,48,28,460 through issue 
of bonus shares to the exist¬ 
ing shareholders in the ratio 
of two bonus shares for 
every five existing and subs¬ 
cribed equity shares by 
capitalising Rs 2.13 crores 
being the aggregate of Rs 17 
lakhs standing to the credit 
of share premium account 
and Rs 1.96 crores being 


part of the general reserve 
of the company. 

ICICI 

The net profit of the 
Industrial Credit and Invest¬ 
ment Corporation of India 
increased to Rs 2.89 crores 
as against Rs 2.44 crores in 
the previous year. The 
directors have recommended 
a dividend of H percent, 
subject to lax for the year 
ended December 31, 1975. 

During 1975 corporation 
received 433 applications for 
financial assistance of 
Rs 108.55 crores and in 
addition 116 application for 
Rs 35.18 crores were under 
examination, at the beginning 
of the year. There was a spjurt 
in demand for assistance in 
rupees in the form of loans 
and guarantees this year. 
Rupee loans amounting to 
Rs 22.36 crores were sanc¬ 
tioned to 55 projects in 1975 
compared with Rs 19.87 
crores to 44 projects in 1974. 
The corporation sanctioned 
underwriting assistance to 
the tune of Rs 5.64 crores 
for 56 new issues. 

Disbursements during the 


New Registrations 

In southern region (comprising the states of Tamil Nadu, Andhra 
Pradesh, Karnataka, Kerala and the union territory of Pondicherry) 
there has been an increase in the number of companies registered 
during the quarter under review. During I hi* same period, 177 
companies have been registered (21 public companies and 155 
private Companies) as against 176 companies (25 public companies 
and IS private companies) during the previous quarter. The total 
authorised capital of these newly registered companies was Rs 3305.40 
lakhs, as compared wilh the previous quarter's figure of Rs 4716.77 
lakhs. Out of these new registrations. 14 companies are big sized 
companies, each having un authorised capital of Rs 50 lakl'.s and 
above. 

Four companies with an aggregate paid up capital of Rs 3.57 
lakhs sent Into liquidation during the quarter under review. Two 
companies have been struck off under section 560 of the Act with 
a paid up capital of Rs 5 49 lakhs and one company was Anally 
dissolved. 

During this quarter, one company was transferred from Pondi¬ 
cherry to Tamil Nadu. 
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year amounted to Rs 54.58 
crores which included dis¬ 
bursement to the equivalent 
of Rs 37.10 crorcs in foreign 
currencies. 

In the field of foreign 
currency reserves the corpo¬ 
ration continued to receive 
active support from foreign 
financial agencies. In the 
year 1975, the corporation 
received a new line of credit 
of US $100 million from 
the International Bank of 
Reconstruction and Develop¬ 
ment (IBRD). Kreditanstalt 
fur Wicderaufbau (KfW) 
sanctioned a credit of DM 7 
million, and also allocated a 
further DM 10 million credit 
for the year 1975-76, The 
government of the UK made 
a loan of £2.5 million in 
September 1975. The cor¬ 
poration is further seeking 
fresh avenues for foreign 
exchange loans from other 
sources and in this connec¬ 
tion negotiations with the 
government of Kuwait arc 
in an advanced stage. 

Total Disbursements 

Since the inception of the 
corporation in January 1955 
to December 1975, total 
sanctions of the corporation 
amounted to Rs 674.18 
crores to be disbursed 
among 1011 enterprises 
for setting up 1802 projects. 
By end December total dis 
bursements were of the 
order of Rs 487.14 crorcs 
leaving an outstanding of 
Rs 270.91 crores. 

By the end 1975 the cor¬ 
poration has made repay¬ 
ments of foreign currency 
loans amounting to Rs 157.95 
crores as follows: IBRD 
$145.99 million (Rs 142.06 
crores): USAIDS4.36million 


(Rs 3.92 mores); DM 34.7#. 
million (Rs 11.97 crom)» 

Sandvik Asia 

A Significant growth in 
sales of its products was 


ngjtauvd by S*ndwk,A*s*^ 
infheyear ended December 
34; 1975; The total sales for 
the year 1975 were of the 
order of Rs 14.27 crores 
a* against Rs 11.32 crores 


J^ J974* The dicsstoWof 
tbt company 'Ifcvtr rooom- 
mended an equity dividend 

of Re 22 far equity. .Ante 
of Rs 100 each subject to 
deduction of tax, The divi- 


DO YOU KNOW? 

IF YOU ARE A SALARIED TAXPAYER 

YOU NEED NOT FURNISH RETURN YOU NEED NOT VISIT THE INCOME- 
OF INCOME VOLUNTARILY. TAX OFFICE FOR YOUR ASSESS- 

IF MENT, IF YOU 


during the accounting year relevant to 

the Assessment Year 1976-77 

(a) your salary income (exclusive of 
all benefits or amenities not 
provided for in cash) did not 
exceed Rs. 18,000. 

(b) you were not an Employee- • 
Director or an employee being 
beneficial owner of ordinary 
shares of the company carrying 
20% or more of its voting power; 

(c) you did not derive any Income 
from agriculture, house property, 
capital gains, business or Pro¬ 
fession. 

(d) your income from dividends, inte¬ 
rest etc. exempt u/s 80 L 

did not exceed Rs. 3000; 
and 

e) tax deductable at source on 
"salaries" has been fully 
deducted. 


(a) CHOOSE the latest appropriate 
Return Form. 

Form No. 2A la for government 
employees who do not derive any 
income from house property, 
capital gains, agriculture and 
business or profession. 

Form No. 3 Is for all other salaried 
employees who do not derive In¬ 
come from business or profession. 

(b) FILL In all the columns In the 
Return correctly and completely. 

(c) ATTACH to the return 

(I) Certificate of deduction of tax 
at source. 

(ii) Dividend Warrants 

(iii) Self-assessment tax receipt 

(iv) Compulsory Deposit receipt 

(v) Any other supporting evidence 
for the income declared, dedu¬ 
ctions claimed and advance 
tax paid. 


REMEMBER : LAST DATE FOR FILING THE RETURN IS JUNE 30 
BUT WHY WAIT TILL THE LAST DATE. 

FAILURE TO FILE THE RETURN IN TIME 
ENTAILS PENAL CONSEQUENCES. 


Issued by : 


Director of Inspection 
(Publications & Public Relations) 
INCOME TAX DEPARTMENT 
Mayur Bhavan, New Delhi. 


davp 78/134 
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deod wlU bepaid according 
to the regulations in force. 
The directoitf of the com¬ 
pany have recommended 
capitalisation of Rs 44 lakhs 
out of its reserve to issue 
44,000 equity shares. of 
Rs 100 each as bonus shares 
to the shareholders of the 
company, in proportion of 
one bonus share for every 
three equity shares held. 

During the year 1975, in 
the highly competive western 
market, the company was 
able to sell its products 
worth Rs 57.88 lakhs. The 
company has also obtained 
an industrial licence for 
substantial expansion and 
modernisation of its plant 
and machinery. The ICICI 
has agreed to grant 
the company foreign ex¬ 
change loan to the equi¬ 
valent of USS 1.77 million 
for the expansion pro¬ 
gramme. The company has 
approached the government 
for the expansion of its col¬ 
laboration agreement with 
Sandvik AB, Sweden. 

Bombay Paints 

Bombay Paints & Allied 
Products Ltd has presented 
satisfactory results for the 
year 1975. 

The turnover during the 
year has been higher at 
Rs 4.01 crorcs as against 
Rs 3.67 crorcs in 1974. Net 
profit has, however, been 
lower at Rs 15.28 lakhs 
(Rs 16.86 lakhs). The comp¬ 
any has announced a gross 
equity dividend of Rs 1.20 
per share, same as in the 
previous year. This dividend 
absorbing Rs 1.79 lakhs 

usnsM jcoNoifln 


witt be paid from general 
reserve No 2. A • !l ' 

The directors have, alloca¬ 
ted for depreciation Rs 2.36 
lakhs (Rs 2.50 Iakhs), dew- 
lopment rebate .reserve nil, 
(Rs 6,000), taxation Rs 8.50 
lakhs (Rs 10.?4 lakhs), 
special reserve Rs, 18.000 
(Rs 68.000) and general 
reserve No 2 Rs 6.60 lakhs 
(Rs 6.04 lakhs). 

The directors state in 
their report to the share¬ 
holders that unsteady mar¬ 
ket conditions. remained 
until first quarter of the year 

Hindustan Antibiotics 

The Stnptomycla P>*at °* 
Hindustan Antibiotics Ltd. worked 
to Ms lull capacity praductag 14.2 | 
tomes of the antibiotic hi the 
month of Aprfl-May 1976, repre¬ 
senting nn Increase of 46 per cent 
over the corr es pon d ing ported lont 
year. The ootpat of Infactlble 
stain won 104 lakhs, nn In¬ 
crease of 47 per cent as against 
for the same parted last year. 

1976 snbsequent to which 
the market of raw materials 
and finished goods has more 
or less reched the stable 
conditions. If the steady 
price conditions of raw 
materials and easy avail¬ 
ability . prevailing in 
the market coupled with 
the demand for finished 
goods in the similar manner 
as has been experienced by in 
the first five months’ working 
of the company during the 
year 1976 continues, the 
directors are hopeful of 
showing much better results 
for the year 1976. 

The company’s export 
during 1975 were lower at 
Rs 13.01 lakhs as against 


Rs 13.85 lakbs in the pre¬ 
vious year. 

N«ws and Notes 

Asian Cables Corporation 
is diluting foriegn particita- 
tion in its equity capital. 

It has obtained the approval 
of the Reserve Bank of 
India for the disposal of 
15,665 equity shares 
held by Phelphs Dodge 
Enfield Corporation of the 
USA. These shares will be 
offered to the existing resi¬ 
dent shareholders of the 
company in the ratio of one 
equity share for every 10 
held. The price will be 
Rs 80 per share of Rs 100 
or the market value of the 
share on the day of the 
issue; whichever is lower. 
The register of the company 
will remain dosed from 
June 29 to July 7, both days 
inclusive. 

Shree DigvIJaya Cement, 
one of the major exporters 
of cement, more than dou¬ 
bled its exports to 1.37 
lakhs tonnes in 1975 from 
0.59 lakhs tonnes in 1974. 
Its exports of asbestos pro¬ 
ducts have also increased 
raising its aggregate export 
earnings to Rs 4 crores for 
the year 1975. 

Lufthansa, German air¬ 
lines, earned a profit of DM 
69 million in the year 1975, 
a seven percent increase 
in the net profits compared 
with the year 1974. There 
was also an increase in gross 
turnover by 12 per cent. 
The airlines carried more 
than one million passenger 
during the year 1975. 

The board of directors of 
Indian Hotels Co. Ltd pro¬ 
pose to issue of two bonus 
shares for every five equity 
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shares held by capitalising 
Rs 72 lakhs from its general 
reserves to the shareholders. 

The company has also 
increased the dividend from 
Rs 1.80 to Rs 2.0 per equity 
share for the year ended 
March 31, 1976. 

New Issues 

National Machinery Manu¬ 
facturers will be entering the 
capital market on July 7, 
with an issue of 800,000 
(I I percent) cumulative 
redeemable preference shares 
of Rs 100 each, totalling 
Rs 80 lakhs. The subscrip¬ 
tion list will close on July 
17 or earlier but not before 
July 8. The entire issue has 
been underwritten. The 
object of the present issue 
is to finance the modernisa¬ 
tion of its plants at Kalwe 
and Baroda. The company 

Aslan Paints 

Asian Palate (Mia) Ltd woo 
the ICMA award for outsUadteg 
export performance in 1975. It ex¬ 
ported more than 14 per cent of Its 
total production la the year 1974-75 
against a minimum of five per 
cent. Value-wise companies experts 
rose from Rs 46 lakhs hi 1973-74 
to Re 1.4 crores lo 1974-75. 

proposes to spend Rs 205 
lakhs on the second phase 
of the modernisation for its 
Kalwe works during the five 
year period 1976-80. Besides 
it also proposes to spend 
Rs 60 lakhs for its Baroda 
plant. 

The company currently 
engaged in the manufacture 
of textile machinery, has 
in hand a letter of intent 
for the manufacture of 180 
open end spinning machines 
per annum. 

During the last three 
years the company has ex- 
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ported textile machines to 
South Korea, Taiwan, Phi¬ 
lippines, Indonesia and 
Kenya. The Fob value of 
exports of the company in 
the year 1975 were of the 
order of Rs 333 lakhs agai¬ 
nst Rs 262 lakhs in the 
previous year. As on Decem¬ 
ber 31, 1975. the company 
has orders worth Rs 62.12 
crores in hand. 

Capital and Bonus 
Issues 

Consent has been granted 
to four companies to raise 
capital of over Rs 96.31 
million. The details are as 
follows: 

Damodar Bulk Carriers 
Limited, Bombay a public 
limited company registered 
in the state of Maharashtra 
and having paid up equity 
capital of Rs 1,80,01, 200 


has been granted coneent 
for the issue of equity shares 
worth Rs 94,98,800 to the. 
general public; for cash at 
par. '' 

Brooke Bondlndia Limited, 
Calcutta, a public limited 
company registered in the 
state of West Bengal and 
having a paid up equity 
capital of Rs 67 million has 
been granted consent for 
issue of bouns shares wjth 
Rs 46.9 million in the ratio 
of 7:10 and further issue of 
2,856,150 equity shares of 
Rs 10 each at a premium of 
Rs 3 per share. 

Mukand Iron and Steel 
Works Limited, Bombay, 
has been accorcded consent, 
valid for three months, to 
capitalise Rs 1.69,11,870 
out of its general reserve/ 
share premium account and 
issue fully paid equity shares 


of Rs 10 each as bonus 
shares in the ratio of one 
bonus share for every two 
equity shafeS held. 

The Kerala State Electronics 
Dev. Corporation Ltd Trl-' 
vudrom, has been accorded 
consent vaild for 12 months 
for the issue of debenture 
bonds of Rs 10 million with 


'an option to retain Additi¬ 
onal ' subscription to’ the 
extent of 10 per cent of the 
notified amount of. Its 10 
million in the event of over 
subscription. The proceeds 
of the issue will be utilised 
for the development of elec¬ 
tronics industry in the state 
of Kerala. 


Dividend 


Dividennd declared for 
Name of the -— 


company 

Year 

Current year Last year 

Higher Dividend 




Bhartia Electric 

Dec. 1975 

10 

8 

Same Dividend 

Mico Farm 

Dec. 1975 

12 

12 

Bombay Paints 

Dec. 1975 

12 

12 

Wimco 

Dec. 1975 

15 

15 

Lower Dividend. 

Shaw Wallace 

Dec. 1975 

15 

20 

Swan Mills 

Dec. 1975 

2 

5 

Alkali &.Chemicals 

Sept. 1975 

Nil 

16.66 


WITH BEST COMPLIMENTS FROM 

THE INDIAN SMELTING & REFINING COMPANY LTD. 

(FERROUS FOUNDRY ) 

1ST POKHARAN ROAD, PANCHPAKHADI 
THANA - 400 606 
(MAHARASHTRA) 


Leading Manufacturers of 

Malleable Iron Castings for Automotive and Electrical 
Transmission and S.G. Iron Axle Box Bearings, 

Crankshafts etc. upto 1 Ton. 
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RECORDS AND STATISTICS 

India's cattle wealth 

Indias HAS the largest number of cattle and buffaloes, with one-sixth of the cattle and about half of the buffalo population 
of the world. Tables below give the variation in the cattle and buffalo population from 1951 to 1972 and projections upto 
the year 2000. Information on the exotic breeds of cattle in India and the contribution of buffaloes to world milk 
production are also given. (See also leading article, Milk for Millions, on page 1323). 

Table I 

Cattle and Buffalo Population —1951 to 1972 and Projections upto the year 2000 (million) 


Population according to livestock censuses Projections 


1951 

1956 

1961 

1966 1972 1980 

1985 

2000 


Cattle Males 









Breeding 


0.65 

0.44 

0.36 

0.43 0.42 

0.41 

0.40 

0.28 

Working 


58.47 

62.48 

‘ 70.67 

71.43 72.76 

74.32 

74.32 

72.76 

Others 


2.68 

1.96 

1.50 

1.47 1.44 

1.39 

1.25 

0.34 

Females 








‘ 

Breeding 


46.37 

47.26 

51.50 

51.77 53.72 

55.40 

55.40 

51.25 

Working 


2.31 

1.83 

2.15 

1.98 2.10 

2.10 

1.89 

0.47 

Others 


1.19 

0.81 

1.05 

0.93 0.95 

0.88 

0.79 

0.20 

Youngstock 


43.58 

43.31 

48.82 

48.08 47.47 

46.52 

45.94 

42.49 

Total 


155.24 

158.67 

175.56 

176.18 178.86 

181.02 

179.99 

167.79 

Buffaloes Males 









Breeding 


0.31 

0.33 

0.29 

0.33 0.25 

0.22 

0.20 

0.14 

Working 


6.03 

5.95 

7.14 

7.59 7.64 

8.05 

8.05 

6.84 

Others 


0.47 

0.22 

0.25 

0.27 0.23 

0.22 

0.20 

0.05 

Females 









Breeding 


21.00 

21.69 

24.24 

25.51 28.91 

33.07 

33.07 

30.59 

Working 


0.55 

0.42 

0.49 

0.39 0.38 

0.32 

0.29 

0.07 

Others 


0.30 

0.25 

0.30 

0.24 0.26 

0.23 

0.21 

0.05 

Youngstock 


14.75 

16.09 

18.50 

18.59 20.27 

21.70 

21.70 

19.07 

Total 


43.40 

44.82 

51.21 

52.96 57.94 

63.81 

63.72 

56.81 




Tabll II 






Working Animals, Total Cropped Area and Number of Operational Households 



Year 

Working 

Working 

Working 

Working 

Total work- Total gross Area per 

No. of 


bullocks 

cows 

buffaloes 

shc-buffalocs 

ing animals cropped area pair of bul- 

operational 


(000) 

(000) 

(000) 

(000) 

(000) (OOOha) 

locks (ha) 

holdings 

i 

2 

3 

4 

5 

6 7 


8 

9 

1951 

58,475 

2,315 

6,028 

550 

67,366 131,898 


3.91 


1961 

68,704 

2,150 

6,645 

487 

77,985 152,716 


3.91 

49,874 

1972 

70,656 

2,101 

6,999 

381 

80,137 167,412 

* 

4.16 

NA 


Source : (i) Columns 2-6: Livestock Censuses 1956,1961, 1966 and 1972 (ii) Indian Agriculture in Brief-Thirteenth Edition 
March 1974. *(1970-71) _ ... .. 
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Table in 


Location, Breed and Size of Exotic Herds 


State 

Location 

Breed 

Herd- 

size 

Andhra Pradesh 

Mannoor 

J 

50 


A.P.D.C., (Hyderabad) J 

13 


I. D.C., (Hyderabad) F 

12 

Assam 

Barpeta 

J> 

150 


Khanapara 

J 

50 

Bihar 

Patna 

HF 

25 


Hotwar 

J 

25 


Gaurikarma 

J 

50 


B.S.D.C., (Patna) 

J 

15 

Gujarat 

Anand 

J 

80 


Bidaj 

J 

60 

Haryana 

Hissar 

J 

75 



HF 1 

150 


Bhivani 

J 

25 

Himachal Pradesh 

Palampur 

J* 

250 


Bhagthan 

J 

10 


Kothipura 

J 

15 


Kamand 

J 

60 

Jammu & Kashmir 

Belicharna 

J 

10 


Chcshmashahi 

J 

50 

Karnataka 

Hessarghatta 

HF 

50 



RD* 

150 


Munirabad 

RD* 

30 


Kudigi 

J* 

30 


Dharwar 

J* 

30 

Kerala 

Mattupatti 

BS 4 

50 



BSX 

250 


Peermedu 

J 

50 

Madhya Pradesh 

Bilaspur 

J 

25 

Maharashtra 

Tathewadc 

J 

75 


Baif 

J 

100 


Urii Kanchan 

HF 

150 

Manipur 

— 

— 

— 

Meghalaya 

Shillong 

J* 

50 



HF 

50 

Nagaland 

— 

— 

— 

Orissa 

— 

— 

— 

Punjab 

Patiala 

BS 4 

125 


Nabha 

BSS 



Mattewara 

HF 

125 


Rupar 

J 

50 


P.D.C.C. 

J 

14 


Bhatian 

HF 

16 




World Distribution of Buffaloes and their Contribution to 
MUK Production • ' 

(Thousand tonnes) 



Milk production 

Name of the 

Number--- t - 

country 

of buffa- Cows Buffalo Percent- 


loes (thou- age of buf- 


sand) fato milk 


to total milk 
production 


India 

54,500 

9,550 

11,240 

54.3 

China 

29,400 

(3,200 Total) 

— 

Pakistan 

12,100 

6,100 

6,800 

52.7 

Thailand 

6,950 

3 

4 

57.1 

Philippines 

4,500 

17 

118 

51.4 

Nepal 

3,480 

190 

370 

56.0 

Indonesia 

2,700 

35 

— 

.- 

Egypt 

2,100 

570 

990 

63.5 

Turkey 

1,117 

2,650 

290 

9.9 

Burma 

1,600 

321 

29 

8.2 

Laos 

940 

29 

— 

— 

Khamer Republic 

910 

17 

— 

— 

Ceylon 

720 

128 

38 

22.9 

Vietnam 

565 

— 

— 

— 

USSR 

460 

82,100 

— 

— 

Bangla Dcsh 

387 

— 

— 

— 

Iraq 

290 

216 

24 

10.0 

Iran 

280 

925 

48 

4.9 

Malaysia (Western) 

223 

24 

7 

22.6 

Taiwan 

200 

15 

— 

— 

Portuguese Timor 

124 

— 

— 

— 

Brazil 

120 

770 

— 

— 

Malaysia (Sabah) 

78 

— 

— 

— 

Rumania 

75 

3,500 

360 

0.93 

Italy 

55 

10,397 

36 

0.35 

Bulgaria 

74 

1,210 

28 

2.3 

Yugoslavia 

54 

2,620 

10 

0.38 

Afghanistan 

35 

311 

4 

1.3 

Greece 

18 

560 

7 

1.2 

Brunei 

18 


_ 

_ 

Malaysia (Sarawak) 

8 

— 



Trinidad and Tobago 

7 

23 

— 

— 

Albania 

4 




Singapore 

3 




Syrian Arab Republic 

2 




Hong Kong 

1 




Hungary 

I 
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The first year 

Today this country completes the first year since the declaration of the emer¬ 
gency by President Fakhruddin Ali Ahmed. It was in the early hours of the 
morning of Thursday, June 26, 1975 that the President had declared a state of 
emergency in the country "due to internal disturbances threatening the security 
of India." Since then much water has flowed from under the Jamuna Bridge. 

It will however be worthwhile detailing the achievements that the economy has 
witnessed during the past 12 months. 

Within the first week of the proclamation of the emergency, the prime 
minister, Mrs Indira Gandhi, presented the 20-point programme to the country. 
This programme assumed a pivotal position in the developmental efforts of the 
country and both the centre and the states made vigorous efforts to implement 
it in letter and spirit. The fight against the rising trend of prices was 
given the top position in this programme even though the official index of 
wholesale prices had started a downward march since September 1974. In any 
case, the impediments to increased production both in agriculture and industry 
were swiftly removed leading to increased supply of consumer goods. At the 
same time, a tight money policy coupled with an onslaught on “the parallel 
economy" brought about a happy balance in the economy. In the first few 
months immediately after the promulgation of the emergency, the absence of 
strikes and lock-outs and pragmatic policies pursued by the government led to 
a dramatic change in the country with the result that vast sections of society 
could not but Imil the changed climate. 

The 20-point programme was not a hollow charter. Sincere efforts were made 
in the past year to implement it. Besides curbing the rising prices and stimula¬ 
ting production, the government took measures to punish hoarders, imposed a 
moratorium on rural debts, provided funds to increase electricity production, 
imposed ceilings on urban lands through legislation, punished tax evaders, 
intensified the campaign against smugglers, industrial licensing procedures were 
simplified and various concessions were given to the student community through 
cheap text books and stationery and through the provision of essential com¬ 
modities to the hostels at controlled prices. At the state level, land-to-the-tiller 
and also land-to-the-landless were no longer mere slogans; the state govern¬ 
ments made frantic efforts to implement official policies in this regard. The 
state governments also took into hand the task of abolishing the practice of 
bonded labour, though the extent to which this barbarous custom prevailed in 
the country was not precisely known. The states undertook to review the 
legislation regarding the minimum wages to agricultural labour as the landless 
labour in rural areas had been exploited for far too long. 

The improvement in agricultural and industrial production coupled with a 
decline in prices and restricted credit policy brought about slackness in demand 
and caused recessionary tendencies in certain industries. Cloth, automobiles, fans, 
refrigerators and a host of other industries came under pressure. At once the 
decision was taken to raise the outlay in the current year’s plan by more than 
30 per cent. No less than 43 industries were provided with excise reliefs for pro¬ 
duction beyond the levels attained earlier (See Records & Statistics, page 1409). 
The government thus gave up the doctrinaire approach and took to pragmatism 
—tackling difficulties as and when they came Up. 

But die growth in the economy has not been enough to absorb the growing 
numbers of men and women who are unemployed. Unfortunately, the number 
of the unemployed has been increasing year after year and all the efforts made in 



this respect have not been successful. 
And now the government has realised 
that the pace at which our economy 
has the capability to grow cannot give 
fruitful employment to all the new entr* 
ants in the employment market. Rightly 
it has realised that the family planning 
programme needs greater attention 
than it has been possible for it to give 
it so far. The family planning pro¬ 
gramme is rightly being pursued with 
added vigour even at the risk of earn- 
jng unpopularity. Never before has the 
government taken such measures as it 
has taken today to curtail the rise in 
population through extensive steriliza¬ 
tion campaigns. Reports from all over 
the country have shown a rise in the 
total number of sterilizations which 
cannot but have a sobering effect on 
the rise in population of the country. 

The press has drawn up a code of 
journalistic ethics. It is not a perfect 


Stimulating 


With the production of coal being 
kept up in line with the target of 108 
million tonnes set for the current 
financial year, the pithead stocks conti¬ 
nue to be high — around the 12 million 
tonnes level reached at the end of 
March last. At 11.8 million tonnes, 
in the second week of June, they excee¬ 
ded the stocks at this time last year 
by about 4.5 million tonnes. As no 
complaints have been heard in the 
recent months about the shortage of 
coal in any part of the country, the 
movement from the pitheads to the 
consuming centres apparently has been 
easy. Jn fact, the average daily coal 
loadings of railways arc stated to be 
nearly 20 per cent more than about a 
year ago. 

With a view to containing the pit- 
head stocks lest they should affect 
raisings, various steps have been 
taken by Coal India Limited (ClL) in 
the last few months. These include 


document but it shows the willingness 
of a majority of the newspapers to 
'‘discharge their social responsibility” 
within the framework of an agreed 
code. It does imply restraint on criti¬ 
cism and understandably the self-cen¬ 
sorship during the period of the emer¬ 
gency has been accepted keeping in 
view the larger interests of the country. 
Political stability is a must if the coun¬ 
try is to march forward in the econo¬ 
mic field and during the period of the 
emergency, the newspapers may offer 
constructive criticism on which there 
is no bar. 

Surely, the country cannot remain 
"in the state of emergency” for ever. 
If for a limited period the individual 
has agreed to give up some of his 
fundamental rights in the interest of 
the country, it is necessary for the 
government to reduce the length of 
this period as far as possible. 


coal offtake 


prevailing upon the bulk consumers 
such as the integrated steelworks, 
power houses and cement factories to 
build up stocks at their ends, encou¬ 
raging of substitution of oil by coal, 
exploring of export markets and ratio¬ 
nalisation of distribution. 

The results of these efforts, indeed, 
have not been insignificant. As a se¬ 
quel to the first measure, steel ptants 
arc now slated to be having nearly 20 
days’ consumption stocks with them, 
the power houses to the order of as 
much as 40 days’ requirements and the 
cement factories to about 32 days’ 
consumption. Over two million 
tonnes of crude oil requirements are 
estimated to have been substituted by 
coal in the last three years, as this 
policy was adopted in 1973 in the 
wake of the hike effected in crude oil 
prices by the oil-exporting countries. 
The exploration of export markets has 
resulted in a shipment of about 25,000 


tonnes of non-coking coal to the 
Belgian-Britlsh Company, Antwerp, 
a few days ago. The exports of teal 
*thb year are expected to lie of the 
order of 1.5 million tonnes — approxi¬ 
mately 800,000 tonnes to the non- 
traditional markets such as the Euro¬ 
pean Economic Community, Japan, 
Egypt, Hongkong, Taiwan and Singa¬ 
pore and the remainder to the neigh¬ 
bouring countries of Nepal, Bengla- 
desh and Sri Lanka. Hitherto, exports 
of coal had been only to the three 
neighbouring countries. 

division into zonas 

So far the streamlining of distri¬ 
bution is concerned, the most impor¬ 
tant step that has been taken is the 
dividing of the country into four zones. 
Individual constituents of CIL have 
been entrusted with the responsibility 
of catering for the requirements of 
each zone. A fifth zone has been 
created comprising the steelworks. The 
Western Coalfields Ltd, Nagpur, has 
been entrusted with the responsibility 
of dealing with the requirements of 
Madhya Pradesh, Rajasthan, Gujarat, 
Maharashtra, Andhra Pradesh, Karna¬ 
taka, Tamil Nadu and Kerala through 
its regional and branch offices at 
Bhopal, Bombay, Madras, Bilaspur, 
Jaipur, Ahmcdabad and Bangalore. 

The requirements or the states of 
Orissa, Bihar and Uttar Pradesh, along 
with those of Nepal, are being looked 
after by the Central Coalfields Ltd, 
Ranchi, through its offices at Lucknow, 
Patna, Varanasi and Kanpur. The 
Eastern India Coalfields Ltd, Sanctorin, 
has been entrusted with the charge of 
meeting the needs of West Bengal, 
Assam, Arunachal and Tripura as well 
as those ofBangladesh, Sikkim, Bhutan 
and Burma through its offices at 
Calcutta, Marghireta and Dacca. 

The requirements of Jammu and 
Kashmir, Himachal Pradesh, Punjab, 
Haryana and Delhi are being catered for 
by Bharat Coking Coal Ltd, Dhanbad, 
through its Chandigarh, Jammu, 


EASTERN ECONOMIST 


1368 


IUNB 25. 1976 



rullundur and Delhi offices. Through 
its representatives at each of the steel 
plants, Bharat Coking Coal Ltd, is 
ilso looking after the demands of the 
various steel plants. This delegation 
of responsibility has expedited a 
great deal the processing of the indents 
of consumers. The co-ordination bet¬ 
ween the suppliers and consumers too 
has improved very significantly. 

But apparently much more will have 
to be done in the coming months to 
dear the excessive pithead stocks if 
the tempo of production has to be 
kept up. The efficacy of first three of 

Price fixation 


the above four measures can be expec¬ 
ted to be only limited now for some 
time. There is a limit to stocking of 
coal by the bulk consumers. Further, 
this is bound to create financial pro¬ 
blems for them. Exports, similarly, 
cannot be multiplied in a short span of 
time, especially when the port facilities 
are still inadeqaute and the schemes 
for their development are yet being 
implemented. The future progress in 
the substitution of oil by coal as well 
cannot be as rapid as it has been till 
lately for the simple reason that it 

Price of Coal in Bombay 


now depends largely on installation of 
some new equipment. 

The mtyor thrust for some time, 
thus, has to be towards stimulation of 
domestic demand, particularly for the 
high ash content inferior categories of 
coal which form bulk of the current 
pithead stocks. The expectation enter¬ 
tained recently that the relaxation of 
the curbs imposed mi building activity 
as an anti-inflationary measure about 
two years ago would revive the brick- 
burning industry, and consequently the 
demand for inferior coal, does not 
appear to have materialised. The situa- 


Sr. No. 

Heads 

BPMC 

BHHC Prom 

BHHC Sup. 

BHHC Ord. 

Soft Coke 

I. 

F.O.R. Price 

327.00 

285.00 

214.00 

170.00 

86.00 

2. 

Add. Charges as per BCCL’s 
Circular. 

27.03 

21.95 

19.11 

17.35 

10.48 

3. 

Rly. freight 

110.90 

110.90 

110.90 

110.90 

98.30 

4. 

Rescue & Welfare Collected 
by Rly. 

0.78 

0.78 

0.78 

0.78 

0.78 

5. 

Service Charges 

12.50 

1250 

12.50 

12.50 

12.50 

6 . 

Octroi Duty 

1.00 

1.00 

1.00 

1.00 

1.00 

7. 

Total 1 to 6 

497.21 

432.13 

358.29 

312.53 

209.06 

8. 

Tonnage Basis 

Unloading & Slocking 

3.00 

3.00 

3.00 

3.00 

3.00 

9. 

Total 7 & 8 

482.21 

435.13 

361.29 

315.53 

212.06 

10. 

Shortage @ 15% 

72.33 

65.26 

54.19 

47.32 

31.80 

11 . 

Loading & Weighment 

4.00 

4.00 

4.00 

4.00 

4.00 

12. 

Total 9 to 11 

559.54 

504.39 

419.48 

366.85 

247.86 

13. 

Gross Profit @12% 

67.02 

60.52 

50.33 

44.02 

29.74 

14. 

Total 12 & 13 

625.56 

564.91 

469.81 

410.87 

227.60 

15. 

Price Rounding 

625.55 

564.90 

469.80 

410.85 

277.60 

16. 

Siding Charges 

Actual 

Actuals 

Actuals 

Actuals 

Actuals 

17. 

Transport Charges from 
Siding to Depot 

Actuals 

Actuals 

Actuals 

Actuals 

Actuals 


The above guidelines for selling [hard coke and soft coke allotted to depots for selling to consumers were issued 
by Directorate of Industries, New Administrative Bldg., Bombay-32 vide their circular No. DI/RM-P/Coke/Price//75/V/8363 
dated September 17,1975. 
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tion, of course, may improve somewhat 
after the rainy season. 

The anticipated pick-up in industrial 
activity as a result of the revival of 
rural demand for industrial products, 
following the good agricultural har¬ 
vests successively for two years, and 
also owing to the substantial increase 
in the current year's Plan expenditure 
too should help in increasing the off¬ 
take of coal. But one major snag that 
needs to be attended to expeditiously 
• is the sponsorship of indents for coal 
supplies by the state governments. As 
long as coal was in shortage, the regu¬ 
lation of demand for it could be justi¬ 
fied. Sponsorship of indents in the 
present-day circumstances of a virtual 
glut of coal does not make any sense. 
If this snag is removed, sizeable quan¬ 
tities of coal can find their way to the 
stockyards of new dealers, thus relie¬ 
ving pressure at the pitheads. 

pricing policy 

The pricing policy for the commo¬ 
dity too needs re-examination. By the 
time hard and soft cokes reach the 
consumer, say in a distant place like 
Bomhay, their prices get escalated by 
anything from 125 per cent to over 
250 per cent. The price to the con¬ 
sumer goes up in an inverse proportion 
to the quality of coal. Soft coke, for 
instance, which starts from pitheads 
at Rs 86 per tonne plus Rs 10.48 on 
account of some additional charges as 
per a circular of Bharat Coking Coal 
Ltd, costs the consumer in Bombay 
nearly Rs 300 per tonne. The BPMC 
grade coke costs about Rs 700 per 
tonne after starting from the pitheads 
at Rs 327 plus Rs 27.03 per tonne. The 
difference in the cost escalation of the 
various types of coke arises from the 
fact that the railway movement and 
handling charges, octroi duty and 
transport charges from the railway 
sidings to the sale depots arc approxi¬ 
mately the same for all categories — 
in the case of soft coke, the railway 
freight, of course, is slightly lower but 
all the other charges are the same on 
tonnage basis. This affects adversely the 


demand for the inferior qualities of 
coal. It is high time that some thought 
is bestowed on improving the quality 
of coal meant for despatches to dis¬ 
tant areas to which the railway freight 
is quite substantial. 

Another significant fact to be noted 
in regard to the pricing of coal for the 
ultimate consumer is the shortage 
allowed at the consuming ends. It is 
as high as 15 per cent on the landed 
cost. One wonders if it is justified in 
the present-day emergency conditions. 
Time also perhaps has come to narrow 
down the difference between the prices 
of coal in the producing areas and 


Sickness in 


The government of India recently 
announced the decision to constitute 
state-level coordination committees to 
tackle sickness in the small-scale sector. 
These committees are expected to serve 
as watchdogs over the problem units. 
They will be headed by the secretary of 
the state department of Industry and all 
the regional managers of nationalised 
banks in the state will be their members. 
But how far will these committees be 
able to ensure the healthy functioning of 
the small units? 

If the committees are to meet only 
once in three months, as envisaged, 
they may not be able to give adequate 
attention to the problem of coordina¬ 
tion which is so essential to tackle 
sickness in the small industries. The 
committees should meet more often, 
take prompt decisions and implement 
them effectively. The department of 
Industry in every state should be reorga¬ 
nised properly so as to be able to pro¬ 
vide better service to the small industries. 
In many states, the department of 
Industry has been operating in a rather 
indifferent manner, showing little initia¬ 
tive and enthusiasm in promoting the 
growth of new industries, in expanding 


those at distant places through freight 
equalisation measures. This should 
go some way in accelerating the pro¬ 
cess of substitution of oil by coal. 

The demand for coal for domestic 
cooking purposes can be increased 
steadily, especially in the metropolitan 
areas, in the years to come if efforts 
are made to make available smokeless 
briquettes. This will assist in impro¬ 
ving the profitably of CIL along 
with containing the demand for kero¬ 
sene. Even otherwise, a concerted 
drive for replacing the use of firewood 
and animal dung in the countryside by 
coal can yield wholesome results. 


small sector 


the existing ones, and in handling their 
day-to-day problems. 

Most state governments have no 
statistics regarding the trend of indus¬ 
trial production in their respective 
areas. It was disclosed some time back 
that there were several thousands of 
bogus units in the small sector all over 
the country. Such a situation could 
not have been created if the Industries 
department in every state had taken 
proper care in promoting the growth of 
small units. It is not known to what 
extent the authorities have succeeded 
in weeding out the bogus units and how 
far the steps taken to prevent their 
emergence have proved successful. It 
is clear however that the state govern¬ 
ments have to display more seriousness 
and dynamism in developing new 
industries and in dealing with the 
difficulties of the small-scale sector. 

The banks should also be fully pre¬ 
pared to be able to render better 
service to the small units. The banks 
have been playing an increasingly 
important role in financing small units. 
For example, the State Bank of India 
(SB!) financed 16,048 additional small 
units in 1975. The number of small 
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flannoeff bysJiarSBI rose to 87,716 
ateUtanbe given. to them 
• :to e to Maa .tMfim.; Be '286 mores in 1974 
^Kt'^SO.o^ree Ja. 1975. -"Bat listen 
Jftn bnaldSg system acquires the neces- 
Mry expert isein various fields relating 
to the email sector, the financial help, 
'by itself, will not, be of much use to 
ensure 'It# development on sound 
fines. 

basic shortcomings 

Someof thebas’c shortcomings, identi¬ 
fied by the State Bank’s study team 
relate to the lack of equity, lack of 
appreciation of the requirements of a 
properly run industry particularly in 
financial management, and lack of 
planned and organised approach. It is 
obvious that these problems can be 
handled properly only if there is a high 
degree of coordination not only between 
banks and industry but also among the 
various departments of the government. 

The State Bank’s study team has 
made suggestions which aim at 
“improving the qualitative aspects of 
tending by linking advances on a 
continuous basis to the level of pro¬ 
duction, implementing scientific nurs¬ 
ing programmes for rehabilitation of 
side units, and speeding up the decision- 
nuking process with the help of 
adequate information base and analyti¬ 
cal appraisal methods”. But it is not 
going to be easy to carry out these 
suggestions effectively unless the bank’s 
officials have the proper training and 
arc well-acquainted with the managerial 
problems and the entrepreneurs them¬ 
selves have some basic knowledge 
necessary for running an industry. Not 
all units in the small sector have the 
same type of problems. In this sector 
abo there are many units which are 
smaller than the rest. Therefore, they 
need a different type of approach and 
assistance. 

Incidentally, it is not dear 
why the coordinating committees at the 
state level do not include the representa¬ 
tives . of .the banks in the private 
sector. If the, government’s objective 
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is to prevent sickness in the small has been devised and a number of new 
sector, should not the cooperation of schemes have been introduced”. These 
the private sector banks also be sought new schemes call for proper coordina¬ 
tor this purpose? ' tion among the various agencies and 

The latest annual report of the union departments not only at the state level 
ministry of Industry and Civil Supplies at ccntre - 

refers to the new strategy to develop Sickness in the small-scale sector 

small industries. It says: “Principle cannot be tackled in isolation. The 

objectives of the programme for devc- problem has to be approached in an 

lopment of different small industries in integrated manner. Industrial licensing, 

the fifth Plan are to facilitate the direct and indirect taxation, credit 

attainment of some of the major tasks policy, labour laws, railway freight— 

for the removal of poverty and inequa- these and many other aspects of 

lity in consumption standards through economic policy are highly relevant to 

fuller and additional productive ensure the healthy working of the small 

employment and improvement of skills, sector. New Delhi’s economic policies 

Furthermore, the programme would be have lately become more pragmatic but 

re-oriented to step up the production there is need for greater realism in 

of some of the basic and essential various fields so that industries, big and 

articles for the masses and also products small, can make full use of their capa- 

which have a large potential for exports, city and contribute to more production. 

In the above context, a bold strategy more exports, and more employment. 


Disparity in power availability 


The benefits of perspective planning trial development over two and half 

on the power front had not been decades. 

realised by the concerned ministries The creation of suitable infra- 

because of their failure to recognise structure facilities is a prerequisite for 

the importance of according high sustained growth in production in the 

priority for the implementation of industrial and agricultural sectors and 

power projects. Even after 25 years of the failure in earlier years of the 

experience in planning, the state Karnataka and Andhra Pradesh state 

electricity boards in different backward electricity boards to accord the requir* 

regions have not been quick to realise ed priority for power projects has 

the significance of achievements of been responsible for the relatively slow 

progressive states like Maharashtra progress in many sectors. The lapses 

and Tamil Nadu. These two states in this regard are being overcome and 

have the highest per capita consumption w jth bigger blocks of power becoming 

of electricity in the country and Tamil available in the coming years, it is 

Nadu is able to boast that the total expected that there will be phenomenal 

quantity of power generated and growth in all sectors, 

purchased is not far short of that of What js ^ striki about power 

Maharashtra, winch has a much larger planning * the fact that the detnand 

industrial capacity. The high level of for eIectricity breeds faat wlth the 

consumption of Tamil Nadu is due to increasing availability. This will be 

near complete rural electrification, the evident from ^ cxperiencc of ^th 

implementation of an ambitious Maharashtra and Tamil Nadu. In spite 

programme of energisation of pump of the creation of new capacity at the 

sets and dispersed and orderly indus- Koradi and Nasik thermal stations 
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and an increase in the capacity of 
Koyna Hydel Project, Maharashtra 
has been obliged to impose sizable 
power cots and the state’s chief 
minister has been compelled to 
approach the centre for additional 
allocations and the creation of fresh 
thermal capacity in a big way. If the 
full requirements of all classes of 
oonsnmers have to be met, an addi¬ 
tional 500 MW is immediately needed. 
The total requirements will thus be 
3,000 MW. It is pertinent to point 
out that this level of consumption has 
been reached without the location of 
power intensive metallurgical units 
which gobble up power and which are 
now responsible for the shortages 
in Karnataka and Madhya Pradesh. 
Besides the varied character of indus¬ 
trial development, Maharashtra has 
also implemented a programme of 
energisation of pumpsets vigorously and 
there were as many as 412,000 pumpsets 
at the end of March this year. 

ponding applications 

A simillar situation prevails in Tamil 
Nadu and the state electricity board 
will require another 500 MW in order 
to give new connections freely and 
meet the full load. Even with the 
energisation of 741,000 pump sets by 
March 1976, the highest for all states in 
the country, there are pending applica¬ 
tions for about 200,000 pump sets. The 
programme is to connect 50,000 pump 
sets annually to the grid and only the 
paucity of financial resources has been 
holding up progress. The newly 
energised pumpsets in 1975-76 were 
34,407. Maharashtra has thus a big 
leeway to catch up with Tamil Nadu 
in spite of its satisfactory peformance. 
The Tamil Nadu Electricity Board is 
busily implementing new schemes and 
the centre has agreed to double the 
allocation for this purpose. But new 
capacity may not become available 
before two years and the increasing 
requirements in the meanwhile will have 
to be met with a stepping up of 
generation at the Neyveli and Ennore 
thermal stations and export of power 
from the Idduki Project in Kerala. 


The only other state which has an 
Installed generating capacity of around 
$000 MW is West Bengal. The 
effectiveness of capacity in this region 
is greater as the content of power 
supply is mainly thermal in character. 
However, due to peaking and transmis¬ 
sion problems and growing demand 
there has to be restriction on maximum 
demand and intense staggering of 
consumption. The demand for power 
would be on a much larger scale if the 
earlier rate of industrial progress had 
been maintained and rural electrifica¬ 
tion and energisation of pump sets also 
were given the requisite priority. Even 
with abundant undei ground water 
resources, the number of pump sets 
energised in the state was only 10,080 
in March this year. 

Karnataka and Andhra Pradesh 
have latterly appreciated the poten¬ 
tialities in this regard and there 
were 224,000 and 296,000 pump 
sets respectively in the two regions. 
Even Punjab which has an abundance 
of irrigation facilities has thought it 
advisable to energise 146,000 pump 
sets in a comparatively small area. 
Haryana too has 141,000 pump sets to 
its credit. 

lack of attention 

But, Uttar Pradesh, Bihar, MP 
and Orissa, which stand to benefit 
greatly with the tapping of under¬ 
ground water resources and which have 
vast tracts of cultivable land without 
assured irrigation facilities, have not 
paid that attention which is deserved 
by this aspect of electrification. Uttar 
Pradesh has only 258,000 pump sets in 
spite of its having more than the double 
the area of Tamil Nadu, Bihar 116,000 
pump sets, Madhya Pradesh 1,46,000 
and Orissa a mere 4,221! 

The disparities in the levels of 
achievement in this sector between the 
different regions are due to lack of 
correct understanding of the immense 
benefits that flow from the implementa¬ 
tion of power projects and the creation 
of requisite network of transmission 
system. If the levels of Tamil Nadu 
and Mahareshtra in respect of 

£, 1372 


energisation of pump ast*?, and even 
if only 50 per cent efindnstrial develop- 
ment is to he achieved, there triune 
to be immediately a 50 pefr r cent 
increase in the generating oapacity in 
all other states. This will mean that 
the capacity of 20,000 MW of the 
remaining states by March 1977 wfli 
have to be at least 30,000 MW. When 
there is such a big gap and the 
energisation of pump sets by another 
500,000 units will irrigate more than a 
million hectare, it will be desirable to 
divert bank funds for this purpose on 
an organised basis and create even 
special agencies so that the pomp sets 
can . be made available to farmers con¬ 
cerned on a hire purchase basis. 

ample capacity 

The four units of Bharat Heavy 
Electricals have a capability for produc¬ 
ing 3800 MW of generating sets; but 
deliveries are not expected to be more 
than two 500 MW sets in 1976-77. All 
talk of fixing higher production target 
has no meaning when there is a lack of 
orders and it is even apprehended that 
the turnover in 1976-77 will be less 
than in the previous year. The BHEL 
is making strenuous efforts to push up 
exports. But a cut-back in production 
cannot be avoided in the absence of 
advance planning and the placing of 
orders in anticipation of new projects, 
particularly thermal stations. 

There no dearth of supplies of gene¬ 
rating equipment, transformers, trans¬ 
mission system materials, pump sets 
and motors. There is even a slump in 
the industries producing motors and 
pump sets, due to inadequate demand. 
It will be advisable therefore to chalk 
out a new strategy and make the best 
use of available physical resources. 
New techniques in respect of financing 
these projects will have to be evolved 
and agricultural production can be 
sustained at much higher levels with 
the energisation of pump sets alone, it 
is time, more serious thought was given 
to perspective power planning and the 
elimination of disparities in regional 
power availability. 
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Indo-Polish cooperation 
production 


Ct,.C. Ummat 

Fertilizer 


The third session of the Indo-Polish 
Joint Commission for Economic, 
Trade, Scientific and Technical Co¬ 
operation, .which was held in Warsaw 
early this month, may well prove to be 
a new landmark in the relations bet¬ 
ween the two countries. This expecta¬ 
tion is based on the fact that the two 
sides resolved to take vigorous follow¬ 
up action for the implementation of 
the programmes envisaged not only 
concerning cooperetion so far as 
their own economics ate concerned but 
also for collaboration in joint ventures 
in the third countries, the scope for 
which is considered to be quite 
considerable, particularly in west 
Asia and Africa. Special groups of 
experts from the two countries are 
proposed to be nominated within the 
next three months to formulate specific 
terms of ooopcration in third coun¬ 
tries for undertaking projects there 
or for the supply of machinery and 
equipment to them in such fields as 
machin e tools, construction machinery, 
paper-making machinery, textile machi¬ 
nery and equipment for chemical and 
cement plants. 

technical collaboration 

Both the countries feel that co¬ 
operation between them can be expan¬ 
ded a great deal in the mining, 
industrial and fisheries sectors. Poland 
has agreed to. assist India in various 
spheres pertaining to the production 
of coal. These include technical 
collaboration for augmenting produc¬ 
tion capacities through mechanisation 
and modernisation of the existing 
mines as well as through opening of 
new mines, development of facilities 


for-the training of technical and senior 
supervisory staff, designing of mines 
and waslleries and mine safety. Some 
delegations from Poland witl be visiting 
India' within the next two months to 
make complete offers and finalise 
contracts in the above fields. 

In the industrial sector, apart from 
the collaboration envisaged in the 
third countries, long-term agreements 
are envisaged for mutual supplies of 
various types of machinery and equip¬ 
ment as well as consumer products. 
The fields identified in this connection 
are machine tools, paper-making 
machinery, textile machinery, electro¬ 
technical porcelain and cable, chemical 
machinery, building materials, non- 
ferrous metals and ship-building. 

ship-building 

Poland has proposed to supply 
agreed types of ships required by 
India. The possibility of collabora¬ 
tion between the two countries in the 
field of exchange of ship components 
and auxiliary equipment was also 
discussed. 

So far as non-ferrous metals are 
concerned,. Poland has expressed its 
willingness to assist India in the 
preparation of a feasibility study for 
the establishment of a design organi¬ 
sation for mining and processing these 
metals as well as for setting up smelters. 
India has agreed to explore the 
possibilities of technical cooperation 
in the production of zinc, photo¬ 
engraving plates and zinc strips for 
dry batteries. 

Satisfaction was expressed by both 
the. sides that the , agromat-moto- 


imports/Escort S' cooperation in tractors 
had. been , fruitfully completed re¬ 
cently. 

As regards the development of 
fisheries resources, it was agreed that 
a survey should be conducted of the 
resources on the north-west coast of 
India. Negotiations are also proposed 
to be held shortly for the establish¬ 
ment of Indo-Polish joint ventures 
in this field. Poland has further agreed 
to make available 15 shrimp trawlers 
to India. 

consumer goods 

In the field of consumer goods, 
although it was felt that there was 
significant scope for raising exports 
of these good9 from India to Poland, 
much depended on the level of the 
total trade turnover between the two 
countries. India promised to explore 
the possibilities of importing some 
new items from Poland or to increase 
imports o r some traditional items so 
that the turnover of trade could go 
up to higher levels, as the imports of 
an important item — fertilizers — from 
Poland had tended to go down recently 
owing to India’s own production going 
up. 

The possibilities of developing co¬ 
operation between the two countries 
in the field of leather industry too 
were discussed. Concrete proposals 
in this field are envisaged to be 
presented by Poland in the near 
future. 

Concerning cooperation in science 
and technology, both the sides noted 
with satisfaction the progress of 
implementation of the protocols 
already signed and agreed to arrange 
visits of experts in both directions 
within the next six months so that 
concrete projects for further collabora¬ 
tion could be undertaken in the current 
year and also under the provisions 
of the new working programme for 
the years 1977 and 1978, which are 
to be finalised by January next. New 


uciam BOOHOHMT 


1373 


HJNH 25, 1976 




areas of future cooperation identified 
include M HD power generation, coal 
amelioration, survey and cartogra¬ 
phy. 

The trade between the two countries, 
it was agreed, should be stepped up 
during the current year to Rs 260 
crores from Rs 191.6 crores in 1975. 
India exports to Poland such items as 
tea, spices, hides, jute goods, textile 
machinery, rayon fabrics, sanitary 
equipment, hand tools, electrical 
household articles, etc, and imports 
from there fertilizers, sulphur, ships, 
agricultural tractors, and mining 
equipment and machinery. 

significant strides 

Briefing newsmen on the above 
deliberations on his return to Delhi, 
the minister for Energy, Mr K.C. Pant, 
who headed the Indian delegation to 
the Warsaw session of Indo-Polish 
Joint Commission, also stated that 
during his visits to Switzerland and 
France—these two countries were also 
visited by Mr Pant along with 
Poland — he had noted with interest 
the significant strides which were being 
taken there for enlarging the size of 
power stations. The operational pro¬ 
blems of the large-sized power stations, 
he said, had been overcome and a 
good deal of economics of scale were 
expected from the giant stations now 
envisaged—600 MW stations based on 
coal and lignite and 1,200/1,300 MW 
fast breeder, sodium cooled, nuclear 
reactors. Switzeiland, Mr Pant added, 
had taken significant strides in the 
setting up of low-head hydcl power 
generators — of course, of small capa¬ 
city of 10 to 20 MW. 

Mr Pant also studied in France and 
Switzerland the methods adopted 
there for flatening the load curve. An 
important measure adopted in this 
regard, he observed, was the lowering 
of night tariffs compared to day tariffs. 

• • 

The union ministiy of Chemicals 
and Fertilizers has set the target of 


producing during the current financial 
year 1.95 million tonnes of nitrogenous 
and 0.48 million tonnes of phosphatic 
fertilizers. The taqtfhas been fixed 
after analysing the capability of each 
production unit and making due 
allowance for internal and external 
constraints. t 

The targetted production of nitrogen 
represents a growth rate of 27 per cent 
over the 1975-76 level and 64 per oent 
over the output in 1974-75. Last year, 
1.535 million tonnes of nitrogen were 
produced, compared to the previous 
year's production of 1.185 million 
tonnes, representing an overall growth 
rate of 30 per cent The last year’s 
target was to produce 1.5 million 
tonnes. 

The envisaged production of phos- 
phatic fertilizers compares with 0.32 
million tonnes of P,0» output last 
year which was lower than the original 
target of producing of 0.39 million 
tonnes. The production last year, of 
course, failed to come up to expecta¬ 
tions not because of any managerial or 
technological constraints but essentially 
owing to market resistance. 

major constraint 

Higher nitrogen production target 
for this year has been set on the basic 
assumption that the power supply 
position would remain approximately 
as good as it was in the last year, espe¬ 
cially for the Nangal plant which 
would need to be assured at least 98 
MWs. One of the major constraints 
on stepping up fertilizer production 
in the last few years has been the 
erratic and inadequate power supply 
to fertilizer plants. During the last 
three years, 0.26 million tonnes of 
nitrogen production was lost due to 
power shortage. 

The achievement of current year’s 
target is also related to at least 50 per 
cent capacity utilisation by the recently 
commissioned projects at Mangalore 
and Namrup and the successful 
commissioning of the Fertilizer Corpo¬ 
ration’s plant at Barauni. It is also 


assumed that * there would be no cut¬ 
back in production due to high 
ventories with any plant, %, ~ 

The nitrogen manu fettering sapSOUjf 
in the country, which stood at 1.939 
million tonnes at the beginning of the 
current Plan period, has now gone up 
to 2.82 million tonnes. During the 
last 12 months alone, four new plants 
were commissioned at Tuticorin 
(2,58,000 tonnes) in June 1975, 
Gorakhpur expansion (51,000 tonnes) 
in December 1975, Madgaiore (1,60,000 
tonnes) in March 1976 and Namrup 
(1,52,000 tonnes) in April 1976. This 
capacity is expected to go up by 
another 1,52,000 tonnes this year with 
the commissoning of the Barauni 
project. 

phosphatic fertilizer 

The installed capacity for the manu¬ 
facture of phosphatic fertilizer is of 
the order of 0.69 million tonnes. It 
is anticipated to go up by the end of 
March next by about 1,99,000 tonnes 
with the expansion of the Vizag 
(31,000 tonnes) and Tuticorin (51,000 
tonnes) projects and the commissioning 
of the Khctri (90,000 tonnes) and 
Madras (third stage 27,000 tonnes 
P t O, stream) schemes. 

As many as 18 other fertilizer plants 
are under construction at present. 
When ready to operate, these would 
raise the total capacity to about 5.1 
million tonnes of nitrogen and 1.3 
million tonnes of P,O t . 

Taking into consideration the 
envisaged production, stocks in the 
pipeline and imports committed already 
during the last two years, the supply 
of nitrogenous fertilizers, it is felt, 
should match the estimated demand— 
around 2.4 million tonnes. The pro¬ 
duction of phosphatic fertilizers, it is 
stated, can be raised even beyond 0.48 
million tonnes if demand warrants it 
Just marginal further imports, therefore, 
may have to be authorised, if found 
necessary. 
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HINT OF VIEW 

Backward areas await a new deal 


Th« philosophy of development of backward areas ie to make 
available fruits of Industrial activity to these areas as well 
as to prevent concentration of industries in overgrown 
Industrial centres. 


The corporate mechanism to service 
the needs of development and promo¬ 
tion is a notable phenomenon in the 
industrial organisation of the country. 
It would be seen that the trend has 
been to set up corporations—sometimes 
statutory, but mostly in the form of 
companies—for carrying out develop¬ 
ment and promotional activities for 
industrial growth in various sectors. It 
is particularly so in the states. The 
industries departments (which would 
include the directorate of industries) 
are gradually confining their role to 
regulatory functions—registration, 

assessment of capacities, distribution of 
raw materials, etc. It is therefore very 
important to know the rationale of 
corporate mechanism which'is increas¬ 
ingly being favoured, the mode of their 
operations and the results achieved by 
them. 

three corporations 

Though there may be a variety of 
corporations and their functions may 
vary in different states, by and large all 
states are tending to have at least three 
corporations for promotion and growth 
of industries in the state: 

(i) state financial corporation 

(ii) state industrial development/ 
investment corporation 

(iii) Infrastructure development cor¬ 
poration. 

Broadly the first two types cover the 
financial assistance programme with 
some notable exceptions like G1DC and 
MIDC which cover infrastructure deve¬ 


lopment. The state financial corporation 
is under the central act providing loans 
up to Rs 3 millions and also under¬ 
writing shares. The industrial develop¬ 
ment/investment corporations, besides 
giving loans usually above Rs 3 millions 
and subscribing and underwriting shares 
also obtain their own industrial licences 
and implement them usually in the 
joint sector. The state infrastructure 
corporations set up industrial estates 
and develop industrial areas which pro¬ 
vide convenient and ready facilities for 
establishing industries. 

active role 

As agencies and instruments of the 
government, the central and state 
financial corporations have been 
increasingly playing active roles in 
industrial development of backward 
areas. In their own sphere of providing 
finance, they are giving concessions to 
industries in backward areas by way of 
concessional rate of interest, lower 
margin of entrepreneur's investment 
and longer periods of moratorium as 
well as for amortization of the loans. 
They are also undertaking techno- 
economic surveys of backward areas 
with a view to finding out their indus¬ 
trial potential, identification of viable 
projects and competent entrepreneurs 
to implement them. They provide 
special assistance to entrepreneurs who 
prefer to locate their units in backward 
areas, organise campaigns in backward 
districts for bringing to the notice of 
potential entrepreneurs and facilities 


Anil C. Shah 

provided by 6tate agencies etc. Some 
corporations, such as in Gujarat, have 
also set up special cells for ensuring 
utilisation of the facilities intended for 
backward areas. 

This looks quite comprehensive and 
substantial and the results so far ate 
impressive and indicative of central and 
state corporations' commitment to the 
promotion of industries in backward 
areas. 

upward trend 

The share of funds that goes to back¬ 
ward areas from the central institutions 
as well as state institutions has been 
showing upward trend in Gujarat as 
would be seen from Tables I & 11 res¬ 
pectively. For central institutions it 
would be seen that the quantum of 
funds being sanctioned and disbursed to 
backward areas has increased from 
13.7 per cent and 23.2 per cent in 1970- 
71 (at the start of special schemes for 
backward areas) to 47.0 per cent and 
42.6 per cent in 1974-75. 

Table II gives by way of illustration 
figures only of the three principal cor¬ 
porations of Gujarat from which also 
a similar trend is visualised. 

However, with analysed data of the 
spread and coverage of such assistance, 
it may be discerned that amongst the 
backward districts the share of more 
backward is significantly low and in 
fact benefit has been derived more by 
the areas which are on the border lines 
of developed and undeveloped areas 
both geographically and economically. 

The philosophy of development in 
bachward areas has twin objectives 
which are equally important. Positively, 
it seeks to make available the fruits of 
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industrial activities to areas which have 
remained predominantly sustaining 
upon agriculture. Negatively, it wants 
to prevent further concentration of 
industries in the existing overgrown 
industrial centres particularly in the 
metropolitan areas. Therefore, it is 
necessary to take a larger view to find 
out as to what extent the industrial 
development in the*recent past has been 
taking place outside the existing metro¬ 
politan areas which has both highly 
developed urban characteristics and 
pointers of industrial growth. 

Taking the example of Gujarat, the 
developed centres are the six cities of 
Ahmedabad, Baroda, Surat, Jamnagar, 
Rajkot and Bhavnagar. With the 
support of state agencies, industrial 
development has been taking place in a 
significant manner in other places such 
as Vapi, Ankleshwar, Kalol, Surendra- 
nagar and Anand. The crucial reasons 
for emergence of these new industrial 
centres could be as follows: 

(i) Nearness to large markets 
(Vapi—nearness to Bombay). 

(ii) Better transport and commu¬ 
nications (Ankleshwar). 

(iii) Nearness to metropolitan areas 
(Kalol in backward district of 


Panchmahals—only 30 miles 
from Baroda and connected tty 
state highway). \ , 

(iv) Central subsidy (Ankleshwar " 
and Surendranagar). 

(v) Local entrepreneurship (Anand). 

Although assistance of central and 
state corporations is available to all the 
10 backward districts of Gujarat, the 
new industrial centres have emerged 
only where conditions mentioned above 
were available, if this analysis is 
correct, then, to develop a larger 
number of growth centres, the condi¬ 
tions necessary for their emergence and 
success have to be created at a larger 
number of places. The crux of the 
problem is: can the financial institutions 
whether of the centre or the states be 
expected to create such conditions? 
Have they wherewithal and the compe¬ 
tence? In fact the governments are 
inclined to set up corporations not 
merely because there would be more 
flexibility in theiradministration as com¬ 
pared to government departments which 
face procedural constraints but also 
because it is increasingly appreciated 
that such corporations would be able to 
function as commercial organisations 
obtaining funds from financial institu- 

Table I 


tions such as banks, L1C, etc which 
would Wlwl'feg 40 lend 
financially Niable jphqnes of 

_- . 


Budgetary alloca^n of these corpo¬ 
rations in the government budgetaare 
leaning down progressive y and they 
have to rely increasingly 0 ® other 

financial institutions and public depostte 

for their funds. A gromh centre 
for its success demand* betirt mk 
roads, better medical 

facilities. recreation ***** 

facilities for training of worker .god 
housing for technicians and labo^ 


etc which may not be remunerative and 
therefore need to be subsidised during 
initial periods. Development of all 
these would require large amounts of 
dead investment. Can the corporations 
which borrow funds for their opera- 
t( ons _and not always at con cessions! 
rates of interest—afford to put their 


money in the creation of such facilities? 


There is always a line between pro¬ 
motional activities and welfare activities. 
Apart from relatively small expenditures 
in promotional work always associated 
with any.large investment undertaken, 
the corfidtetions can expect to shoulder 


Direct Assistance* Sanctioned by IDBI, IFCI and ICICI to Units in Specified Backward Districts 

(Amount in Rs. crores) 


Assistance sanctioned 


Assistance disbursed 


Year 

Specified back¬ 
ward districts 

Total 

Percentage of 
(Dto (2) 

Specified back¬ 
ward districts 

Total 

Percentage of 
(4) to (5) 


1 

2 

3 

4 

5 

6 

1970-71 

12.03 

88.05 

13.7 

13.78 

59.50 

23.2 

1971-73 

55.69 

143.90 

38.7 

9.46 

61.15 

15.5 

197.7-73 

29.27 

122.47 

23.9 

16.83 

83.65 

20.1 

1973-74 

70.64 

171.39 

4i .2 

39.55 

124.819 

31.7 

1974-75 

72.00 

153.25 

47.0 

55.08 

129.18 

42.6 


♦Includes direct loan and underwriting assistance. 


Source : IDBI Annual Report 1974-75 
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suobhdditional responsibility only if 
they ore in thh- nature of investment 
yielding return enough to enable repay- 
mratof the borrowed funds along with 
its interest 16an and administrative 
exprases. * However, when the expendi¬ 
ture is in the nature of low or no return 
welfare activity, it would be in the fit¬ 
ness of things that they are borne by 
the respective development wings of 
government. 

Thus the distinction between expendi¬ 


ture by way of investment and by way 
of promotion of welfare needs to be 
kept dearly in view. In fact, even as 
an exercise in paradox, the corporations 
may campaign in backward areas only 
so long as not many are willing to 
avail of these concessions and set up 
industries. More adversely consequen¬ 
tial, however, would be any hesitation 
on the part of corporations to assist 
projects of limited potential or the 
indifference of government agencies in 

Table 11 


providing amenities and facilities of 
welfare nature. 

There is already a proposal to create 
a body/authority in the centre for 
backward area development to coordi¬ 
nate the activities of all central agencies 
whose contribution is necessary for 
development of backward areas. There is 
need, equally urgent, to have a state 
level body for backward area develop¬ 
ment so that the central authority does 
not have to deal with a plethora of 


Comparative Statement of Sanctions and Disbursements in Ten Backward Districts of Gnjarnt State 


(Rupees in lakhs) 



GllC 


GSFC 

Year 

Sanction 

Disbursement 

Sanction 

Disbursement 



Guj. Back¬ 

ward Dist. 

%age 

Guj 

B.W.Dist. 

%age 

Guj. 

B.W. Dist. 

%age 

Guj. 

B.W. Dist. 

%age 

1969-70 

848.74 

85.31 

10 

228.53 

102.77 

45 

519.80 

135.94 

26 

340.15 

84.53 

25 

1970-71 

819.49 

112.10 

14 

570.88 

76.58 

13 

684.61 

185.74 

27 

549.91 

148.49 

27 

1971-72 

90.22 

29.99 

33 

284.95 

25.45 

9 

1041.60 

245.23 

24 

553.49 

138.07 

25 

1972-73 

704.90 

125.84 

18 

284.21 

32.53 

12 

1357.45 

368.25 

27 

636.68 

167.18 

24 

1973-74 

527.79 

293.48 

56 

288.85 

70.05 

24 

1739.49 

699.54 

40 

838.18 

236.39 

28 

1974-75 

489.58 

228.35 

47 

304.00 

65.83 

22 

1855.06 

717.56 

39 

1426.83 

567.45 

40 

Total 

3480.72 

»»■#. 

25 

1961.42 

373.21 

19 

7198.01 

2352.26 

33 

4345.24 

1342.11 

31 


Comparative Statement of Sanctions and Disbursements in Ten Backward Districts of Gujarat State (Contd.) 

GlDC Total (G1IC, GSFC & G1DC) 


Years Sanction Disbursement Sanction Disbursement 



Guj. 

B.W.Dist. %age 

Guj. 

B.W. Dist. %age Guj. 

B.W. Dist. 

%age 

Guj. B.W.Dist. 

%agc 

1969-70 

371.23 

33.54 

9 


— — 1739.77 

254.79 

15 

568.88 

187.30 

33 

1970-71 

652.86 

48.41 

7 

— 

— — 2156.96 

346.25 

16 

129.79 

225.07 

20 

1971-72 

612.51 

86.65 

14 

— 

— — 1744.33 

361.87 

21 

838.44 

163.52 

20 

1972-73 

406.69 

69.89 

17 

— 

- — 2469.04 

563.98 

23 

920.89 

199.71 

22 

1973-74 

576.92 

104.90 

18 

— 

— — 2844.20 

1097.92 

39 

1127.03 

306.44 

27 

1974-75 

870.94 

243.90 

28 

— 

— — 3215.58 

1189.81 

37 

1730.83 

633.28 

37 

Total 

3491.15 

587.29 

17 

. — 

— — 4169.88 

3814.62 

27 

6306.66 

1715.32 

27 


*G1DC data pertains to capital expenditure. 


EASTERN ECONOMIST 


1377 


JUNE 23, 1976 







institutions in the state responsible for 
providing investment or welfare in the 
backward areas. This will also perhaps 
ensure some uniformity in the operation 
of corporations in various states which, 
without close co-ordination, are now 
indulging in providing concessions for 
attracting industries in their own back¬ 
ward areas, the concessions which 
cancel each other as would happen in 
any competitive field where the market 
is limited. 

At present the financial institutions, 
particularly the state corporations, are 
expected to shoulder very large res¬ 
ponsibilities and provide certain amount 
of leadership for the industrial develop¬ 
ment in backward areas. It deserves 
examining as to what extent this is 
realistic and entirely in the interest of 
the highly important programme of 
developing new urban industrial centres. 


Sutih a p ro g ra mme requires ftr mote 
inputs largely in the Shape of welfare 
measures beyond die competence end 
resources of these corporations working 
with borrowed fluids. They -cannot 
provide leadership in promoting schemes 
which, if they are to succeed, would not 
be financially commensurable. They 
can only provide support, if leadership 
is provided by a state authority to 
coordinate and rope in large number 
of state agencies for creation of basic 
facilities essential for development of 
new urban industrial complexes. 

At present, the broad coverage of 
services now being rendered by finan¬ 
cial institutions is as indicated: 

(1) Financial 

(i) Lower margin from the pro¬ 
moters 

(ii) Concession in the rate of 
interest 


(tfl) : 

(iv) Longer period of repayment 
(2) Developmental 

(i) Techno-economic survey of 
backward areas ' 4 - 1 

(ii) Identification of viable indus¬ 
trial projects and preparation of 
project profiles 

(iii) Location of entrepreneurs to 
implement identified projects 

(iv) Campaigns in backward areas 

(v) Opening of branch ofiices in 
backward districts 

(vi) Appointment of development 
officers to work exclusively for 
development of backward areas. 

The issue, therefore, for setting up a 
special agency in the states for develop¬ 
ment of backward areas is wide open 
in regard to its status, composition, 
functions, powers ns well as resources. 


Workers' sector: a new approach 

Dr J.K. Tan don & Dr J.P. Srivastava 


This article examines the feasibility and rationality of tho 
evolution of a worker sector for achieving tho 
social objectives of a welfare state 


A sharp deviation from the traditional 
thinking and rigid economic ideologies 
has been perceived in recent years in 
almost all the developing countries. In 
those countries where it has been 
difficult to uproot the old institutions, 
a ‘mix* or different ideologies has been 
effected to evolve a new social order. 
In the economic sphere, the ideology of 
‘mixed economy* has, as a consequence, 
promoted the growth of both the 
private and the public sectors. In 
pursuance of the basic tenets of ‘evolu¬ 
tionary process of growth*, the new 
credo of ‘gradualism* has been stressing 
the growth of public sector as a 
counterveiling force for achieving the 
social objectives of a welfare state. 
Consequently, public sector has ex¬ 
panded and made its mark in the pro¬ 


cess of development in most of the 
developing nations. 

Of late, industrial policy in our 
country has stressed the growth of the 
joint sector. Wherever this novel 
experiment has been implemented, it 
has brought the state and private 
entrepreneurs together in an effort to 
make the country self-reliant. To 
further this basic objective, the prime 
minister's 20-point programme lays 
stress on increasing productivity by 
making workers’ participation more 
effective. Alongside, the idea of evolv¬ 
ing a new sector—workers’ sector— 
has been floated in the changing 
environment of the country. 

This article is intended to examine 


the feasibility and rationality of the 
evolution of such a sector. 

Under the 20-point economic pro¬ 
gramme, workers' participation has 
been made imperative in specified 
industries and under specific conditions. 
As a natural outcome of this new 
arrangement the new concept of 
workers’ sector is a step forward in 
achieving the aim of participative 
management at various levels. If this 
sector gives better results, it will be a 
challenge to big industrial houses 
where workers have neither any parti¬ 
cipation in management nor have they 
any share in the surplus value of their 
labour. 

The new concept of workers’ sector 
is nothing but an extension of the con¬ 
cept of joint sector, which implies that 
the private sector and the government 
should join hands in building up an 
industrial complex-in the country. In 
the same context the idea of workers’ 
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Momentum for 


NASA projects. 
Momentum for 
national endeavour. 


Precision Diamond Tools have given a 
new dimension to technological 
progress. Precision Diamond Tools of 
Macneill & Magor were used by 
NASA, USA,in the Apollo-ll project. 

The Macneill & Magor Group is in the 
forefront, contributing to the nation's 
economic programme for progress. 

The organisational priority—to provide 
traditional commodities like tea and 
jute and a range of highly sophisticated 
engineering products for the industrial 
and agricultural sectors. 
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sector is mooted wherein it is envisaged 
that government and workers' would 
join hands in operating an industrial 
concern. 

Advocating the idea of workers’ 
sector in industry, the Finance minister 
Mr C. Subramaniam, announced in 
Parliament on May 19, 1976, that 
Rs 1000 crores that had been impound¬ 
ed under the Additional Emoluments 
(Compulsory Deposit) Act, 1974, could 
be fruitfully invested in such a sector. 
If the scheme operates well this could 
be the fifth sector of industry in the 
country, the other four being the public 
sector, the private sector, the joint 
sector and the cooperative sector. 

tentative proposal 

The idea is to mobilise not only the 
amount that has already been impound¬ 
ed but future savings of the employees 
as well. The government’s tentative 
proposal is to have a Workers’ Invest¬ 
ment Corporation which would offer 
the prospects of sharing the gains of 
capital appreciation and profits of 
enterprises, it would also provide 
incentives for saving. A fundamental 
advantage that would accrue from this 
investment corporation would be a 
stimulus for improving labour producti¬ 
vity in a manner which is unlikely to be 
associated with other schemes of com¬ 
pulsory savings. At present such sav¬ 
ings are available to the government as 
fixed term loans. 

The Finance minister has assured that 
he will see that the most profitable 
section of the industry is allocated 
under this new scheme. In this connec¬ 
tion he further referred to the Foreign 
Exchange Regulation Act which pro¬ 
vides for foreign companies to reduce 
their shareholdings to ihc level of 40 
percent. All such dilution should ic 
done through workers’ investment 
instead of big businessmen walking 
away with it. 

The concept of workers' sector if 
critically examined seems to be more or 
less a ref.ned form of the Theory of 


Surplus Value. An outstanding feature 
of the Marxian analysis is the materia¬ 
listic interpretation of history which 
explains the foundations and evolution 
of all life. Karl Marx believes that the 
relations of production determine the 
entire social, cultural, legal and institu¬ 
tional structure of society. 

In the background of the Marxian 
analysis it can be said that workers' 
sector would achieve the aim of reduc¬ 
tion in economic inequality and of 
establishing a socialistic pattern of 
society. 

profitable industries 

Tt should be ensured that only profit¬ 
able industries are operated by this 
new sector. There wil| be many 
challenges to the policy makers in 
framing the guidelines for this sector. 
A high level task force with central 
ministers as members has been consti¬ 
tuted to draw up a blue-print for 
directing these savings into productive 
chanrcls. It is suggested that the 
following points be given due considera¬ 
tion at the lime of framing a broad 
policy for this new sector. 

(1) Participation in share capital : 
Like the joint sector, workers’ sector 
should operate in partnership with the 
government. The scheme of share¬ 
holding is to be introduced in both 
public and private companies in general. 
The basic question is who will hold the 
51 per cent shares? In our opinion 
workers’ should be given due considera¬ 
tion in controlling the operation of the 
ventures under this scheme. The 
scheme of workers’ shareholding is not 
new as it has already been tried in 
Hindustan Organic Chemicals and 
Hindustan Antibiotics. 

(2) Bi arc! of Director *. The second 
important point which is lo he consi¬ 
dered on a priority basis is the 
appointment of directors on the boards 
of the concerned companies. In our 
opinion, professional trade union 
leaders should not be appointed on the 


boards. Cdmpldtc autonomy should 
be given to the board so appointed. 

(3) Profits : The main problem which 
would naturally be faced by the task 
force is to finalise the criteria of dis¬ 
tributing profits. It should not be that 
only those who are working in that 
particular venture are recipients of 
profit of these ventures. Also profits 
earned by such ventures should be 
transferred to the Provident Fund 
account of the shareholders. 

Workers who are on the verge of 
retirement, should be excluded from 
this scheme as this would create the 
problem in transferring profit and 
maintaining the accounts. 

The new concept of workers’ sector 
will be a step forward in fulfilling the 
objectives of the 20-point programme by 
workers’ paiticipation in manage¬ 
ment. 

If the workers money is invested in 
productive enterprises and return to the 
workers depends upon the profitability 
of the enterprises, it would build into 
the country’s economic and social 
structure a powerful lobby of workers 
and trade unions. Government should 
also invest in this sector money from 
provident funds so that these amounts 
earn appropriate income rather than be 
tied up in low return investments. The 
new scheme will also be a motivating 
force for increasing national savings as 
the people in general would get advan¬ 
tage of the return on the amount so 
saved. 



1*11 stop boaglQS as soon as I get my con¬ 
sumption loan sanctioned. 
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WINDOW ON lilt WBjjgl 

Looking ahead to Carl H, Maddan 

business in 2008 


Mr Carl H. Madden Is chief economist, Chamber of Commerce 
of the United States. This article is based on his remarks at 
the Frontier of Science Symposium , The Kerr Foundation, 

Tulsa , Oklahoma , Wednesday, April 28, 1976 . 


By thv. time young people 18 years old 
reach ihc half-century mark in 2008, 
American society and its social institu¬ 
tions including business will have passed 
through a powerful transformation, 
from the industrial to the post-indus¬ 
trial age. 

new patterns 

Like the earlier immigrant children 
of European parents, young people 
of today often lead the older genera¬ 
tion in new patterns and life styles 
because they find the new world 
more natural and easier to accom¬ 
modate. It is, however, mistaken to 
believe that young people today are 
causing the transformation, just as it 
was mistaken at the turn of the century 
to think that the earlier immigrants' 
children caused the newness they found 
in America. Rather, they arc heirs to 
the transformation. 

The revolution in thought, the 
scientific revolution, through which we 
are living, is not dependent on the 
youth culture of the 1960's or today for 
its power to afiect the major institutions 
of society. It is instead dependent 
on the advance of our ci\ilization 
through the discovery of new know¬ 
ledge, that leads to new understanding. 
The enterprise of discovery, itself a 
modern development, is part of our 
civilization, giving to it unprecedented 
motive force. 

Just consider the impact of some of 


the main ideas of the scientific revolu¬ 
tion. According to astronomer Harlow 
Shapley, the ten most far-reaching 
achievements of the 20th century 
science are: (1) knowledge of the 
chemistry of life’s origin; (2) cosmic 
evolution—the evolution of the universe 
itself, from neutrons to man and 
beyond; (3) relativity theories, that 
show the equivalence of matter and 
energy; (4) the corpuscular sciences— 
the subatomic world; (5) automation 
and computers—the theory of informa¬ 
tion and cybernetics; (6) the exploration 
of space; (7) the idea of the expanding 
universe and the evolution of galaxies; 
(8) the triumph of medicine in conquer* 
ing at least presently many major 
diseases; (9) the biology and chemistry 
of molecules including viruses and 
deoxyribonucleic acid (DNA); and (10) 
the exploration of the mind. 

group understanding 

Although most people don't know it, 
a similar list of achievements in the 
social sciences in the 20th century 
could be developed. It would surely 
include national income analysis, pro¬ 
bability theory and sampling, general 
systems analysis, community structure 
analysis, and other achievements that 
increase knowledge and understanding 
of how people live together in groups. 

What is the point of listing these 
achievements of the scientific revolu¬ 


tion? It is to remind you that they 
change the picture, the image, of the 
universe itself and of the place of 
mankind and of the earth in the 
natural order of things. You must—or 
you will soon—realize that all of us 
react to our own image of reality, of 
what things are really like. The 
twentieth century scientific revolution 
changes the world-view shared by fhe 
educated people of our generation. It 
is a change at least as significant as the 
Renaissance 300 years ago. According 
to some observers, such as the anthro¬ 
pologist Margaret Mead, it may be as 
significant as the shift 8000 years ago 
front hunting and gathering to the age 
of agriculture. 

age of universe 

Take a moment with me and consi¬ 
der an oversimplified picture of the 
universe as portrayed by science. We 
believe from science that we live in 
a universe 12-to-14 billion years old, or 
some multiple thereof. It is composed 
of uncounted hundreds of millions of 
island universes, or galaxies, which are 
all moving away from one another at 
speeds proportional to their distances 
apart, up to some that are moving away 
from our galaxy at close to the speed of 
light. 

These galaxies appear to be in 
various stages of evolution themselves. 
We are found within a typical spiral¬ 
armed galaxy of about 100 billion stars, 
that stretches 100,000 light years (six 
trillion miles equals one light year) 
from edge to edge and whose center is 
about 10,000 light years thick. Our 
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quite ordinary sun is located in one of 
die spiral arms, about 30,000 light 
years from the center, and for about 
4.5 billion years it has been slowly 
circling the center, rotating every 200 
million years as die galaxy turns. Our 
earth, also about 4.5 billion years old, 
is only an interesting detail of this sun’s 
planetary system. 

The scale of these things is mind- 
boggling. If the sun were the size of 
a basketball, then the earth would be 
located about 100 feet away, the size of 
a wheat kernel, and the farthest planet, 
Plutd, about a mile away, the size of a 
millet seed. The nearest star to the 
sun would be about 4,000 miles away. 
Between is space deemed empty for 
most but not all purposes, having an 
atom about every cubic mile. We lie 
in the sun’s outer atmosphere, ever so 
gently wafted by the solar wind of 
charged particles streaming out from 
the sun. 

begining of life 

Life, it is thought, began on earth from 
natural causes about 3.5 billion years 
ago. Although man or his erect rela¬ 
tives have lived on earth about four 
million years, the dinosaurs reigned for 
200 million years. Recent Ethiopian 
digs going on now suggest the presence 
of hominids in its eastern regions four 
million years ago, while evidence found 
by the Leakeys in Olduvai Gorge in 
Tanzania suggest 3.5 million. 

Recently, we have come to relate 
population ceilings to these major stages 
of technology: food gathering, farming, 
and industrial. The world population 
ceiling for man as food gatherer, reach¬ 
ing through 600,000 years of Old Stone 
Age or Paleolithic period, was about 20 
million, based on two square miles per 
person needed for hunting and gather¬ 
ing in the limited areas that were suit¬ 
able. The seeond stage, beginning 
about 6000 BC, brought the agricul¬ 
tural revolution, which raised the 
population ceiling of the world to one 
billion. The highest estimate of a 
population ceiling for the third stage, 


that of industrial technology, has been 
made by geochemist Harrison Brown, 
and stands at 50 billion. Brown, 
asstuning world-wide industrialisation, 
nuclear fusion and solar power, and 
all other technology now foreseen, 
concludes that 50 billion people could 
live on earth in a vast, world-wide 
megalopolis, eating food supplied 
mainly by algae farms and yeast 
factories, and using technology employ¬ 
ing vast amounts of energy to process 
mostly air, water, and in huge amounts 
ordinary rock-granite. 

Man or his erect relatives have lived 
about 160,000 generations of 26 years 
each, a not unreasonable measures of 
average life expectancy for the bulk of 
human history. If the past 50,000 years 
of human existence are divided into 
lifetimes of 62 years each, we live in 
the 800th lifetime. Of these 800 life¬ 
times mankind has lived 650 in caves. 
Writing has been available only in the 
past 70 lifetimes. Only during the last 
six has printing been available. We 
have been able to tell time precisely in 
our civilization only in the past four. 

It took nearly four million years to 
reach a population of one billion in the 
world (1850). It took only 112 years 
to reach an estimated three billion 
(1962). World population is thought 
to have reached four billion this year, 
and by 2008, at present growth rates, it 
will reach five billion. 

stagnant psr capita 

It is roughly accurate to say that 
nine out of ten people who have ever 
lived on earth have been consigned to 
live out their lives in unremitting drud¬ 
gery on the soil. In the year of Jesus’ 
birth about 250 million people lived on 
earth having an annual per capita 
income in current dollar equivalent of 
about $200. In 1766, world population 
had grown to about 750 million, but 
real annual income in current dollar 
equivalent remained at about $200 per 
person. 

In the 200 years since, the world has 
experienced the Industrial Revolution, 


and with it the,, take-off of everythinn 
economic. World population he*.giseg 
to four billion, but world output $|s' 
risen close to $4 trillion, so that gross 
world output per person moves close to 
$1,000 and real annual income per 
person is more than $600. 

Between 1776 and 1975 world popu¬ 
lation has increased six-fold, real world 
output eighty-fold, the distance a man 
can travel a day between a hundred¬ 
fold and a thousand-fold, the killng 
area of the most effective megadeath 
weapon over a million-fold, the amount 
of energy that can be released from a 
pound of matter over 50 million-fold 
(with much more to come) and the range 
and volume of information technology 
several billion-fold. So says Norman 
Macrae, Deputy Editor of the (London) 
Economist. 

method ot invention 

What has the Industrial Revolution 
brought us? Above all, it has broughtus 
a change in the character of change of 
itself, says Ian Wilson of General Elec¬ 
tric. “The greatest invention of the nine¬ 
teenth century,” Alfred North White- 
head pointed out, “was the invention 
of method of invention.” That is to say, 
the nineteenth century discovered the 1 
fruits of systematically applying science 
to industrial affairs. It happened in the 
German technical high school, the US 
technical university such as the private 
Massachusetts Institute of Technology 
and in the public “land-grant” colleges, 
the polytechnic stare universities set 
up under the Morrill Act of 1862. 
And it happened in the great industrial 
laboratories of firms such as General 
Electric and the Bell Tcllephone system. 

How has change changed? It moves 
faster. The “doubling time” of pro¬ 
cesses is shortening, as what I said 
earlier illustrates. Also, change is more 
complex and interdependent. We are 
gathered into world-wide “systems” that 
transmit changes in ways that, as Jay 
Forrester has so elegantly demons¬ 
trated, are “counter-intuitive”, be¬ 
having differently from what. our 
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intuitloa would suggest to us. Finally, 
change is perceptible and pervasive. 
The advent of nuclear science, of 
cybernation, of world-wide communica¬ 
tion. by TV makes change evident and 
vivid and it makes change wide-spread. 

One logical change is the shift to 
a post-industrial society. At its simp¬ 
lest, this means that by 2008, fewer 
than one out of ten people working 
will be able to produce all the “things” 
we need—from mining, manufacturing 
and agriculture. The rest of the work 
force will be better referred to as 
“brains” than “hands”, as “collea¬ 
gues” or “associates” rather than 
“labourers.” 

use of technology 

It also means that affluence, educa¬ 
tion, and systematic use of science in 
social as well as industrial affairs will 
have become dominant in our lives. 
Take affluence. Since 1800, per capita 
income has doubled in real terms 
every generation. In the five genera¬ 
tions since 1800 and the mid-1960’s, 
per capita income has moved from 
$200, to 1400, to $800, to $1,600, to 
$3,200. If It keeps up - and it can - by 
2008 will it not produce qualitative as 
well as quantitative changes? Already 
we sec concern for quality over quan¬ 
tity, of creative leisure over uncreativc 
work, of career changes to achieve 
human potential, and the like. 

Take education. What is its mark 
on people? Educated people have 
more self-respect; they expect to be 
treated as individuals; they are in¬ 
tolerant of authoritarianism; they want 
interesting work; they expect to use 
their knowledge. Already, the know¬ 
ledge industries employ half our work 
force. The proportion will be higher 
still in 2008. 

Take technology. In the coming 
transformation our society may learn 
how to use technology for social as 
well as industrial purposes. Already 
we are becoming more aware of ad¬ 
vene social and environmental effects, 
are questioning the earlier “technologi- 
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cat Imperative” that holds if a thing 
becotnes possible to do it ought to be 
done, are beginning to glimpse the 
potentiality of world-wide communica¬ 
tions. We need to learn how to apply 
the spirit of scientific inquiry to social 
and political affairs. And we may 
have to face what Gordon Rattray 
Taylor called ‘‘the biological time 
bomb”; that is, the impact of discove¬ 
ries in bio-medical research on our 
answer to the ancient question, “what 
is man ?” 

Finally, the Industrial Revolution has 
brought us face to face with the pros¬ 
pect of global disaster and the promise 
of global adequacy. The prospects of 
disaster flow from the current growth 
of world population projected ahead 
only one hundred to one hundredfifty 
years. It seems doubtful—assuming 
no slowdown in population growth 
rates, an important assumption—there 
will be enough technological and cul¬ 
tural progress to sustain as many as 
14 billion people on our globe. Since 
the doubling time of world population 
is currently 32 years and decreasing, 
this could mean a drastic decline in 
world population within the next 
100-to-L50 years through war, famine, 
or pandemic descasc. This problem 
is what the Club of Rome has called 
“the world predicament.” 

failure of success 

Yet, such a catastrophe need not 
happen. Margaret Mead has pointed 
out that ours is the first of mankind’s 
great intellectual revolutions of which 
we are conscious who are living 
through it. The irony of our cons¬ 
ciousness is that the world predicament 
represents in large part the failure of 
success: As the industrial scale mounts 
in size, the unforeseen consequences 
of success trap us in their web. Our 
longer lift span leads to overpopula¬ 
tion; our new weapons multiply the 
risk of world destruction; our new 
and more productive machines displace 
workers; our transportation advances 
create urban blight; the increase in 
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efficiency dehumanises work; our 
power of knowledge threatens privacy; 
our affluence creates environmental 
decay; our expanding wealth in in¬ 
dustrial countries widens the gap be- 
ween have and have-not nations. 

Modern anthropologists study the 
“culture” of human groups. The term 
“culture” is very broad. Culture 
refers to all the things and devices 
that human groups use to enhance, 
protect, or express themselves. Culture 
includes the artifacts—the tools, art, 
and architecture of a group. It also 
includes non-material aspects of the 
culture—its myths, beliefs, and 
stories—that human groups use to 
achieve more effective interaction with 
their environment. 

two-edged sword 

Culture is a two-edged sword. If 
we do not control our culture it may 
devour us. Through the ages, man 
has controlled his culture in order to 
survive. But obviously the history of 
past civilisations, of their decline and 
fall, shows that man has not always 
achieved success in changing a given 
civilization to meet new challenges. 
When a culture is put under strain, 
the alternatives arc few. Either the 
population is checked and the culture 
is fragmented into sub-cultures or a 
new culture is invented. In the long 
history of life and mankind on the 
planet, all evidence of success in meet¬ 
ing culture crises favour adaptation. As 
Paul Bohannon of North-Western Uni¬ 
versity observes: “Change is not 
doom—it is the antithesis of doom. 
Oooin is to be found in the struggle 
to resist change—salvation comes with 
understanding it.” 

How is US business likely to adapt 
in the next 32 years to create the world 
of 2008 ? How can our society and its 
institutions respond to the promise of 
global adequacy that is inherent in the 
challenge to our culture? It is vital to 
realise that no mortal or model can 
guarantee an accurate forecast of the 
future. It appears that surprises, or 
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what has been called genuine novelty, 
is part of life on earth. Also, it is 
worth keeping in mind the Zen 
Buddhist observation, “In the begin* 
ner's mind there are many possibilities; 
in the expert's mind there are few." 

The United States of the year 2008 
is likely to be older, better educated, 
more affluent, and more southern and 
western. The decline in the birth rate 
to below replacement levels already 
means that by 2008 there will be fully 
one-fourth fewer 25-year-olds than 40- 
ycar-olds, the first time in our history 
an inversion of such magnitude has 
occurred. Average age will be moving 
upward from the present 28 toward 35, 
then later toward 40. Though affluent, 
the US may not be the world’s leader 
in per capita real income produced 
each year; already we lag behind 
Sweden, Switzerland and West Ger¬ 
many. If present mobility trends arc 
only accelerated by new electronic 
technology, more US people will move 
south and west before 2008 and out 
of cities and suburbs. 

changed values 

People's values will have changed. 
One way to view such change is to 
consider it the results of a progression. 
The social psychologist Abraham 
Maslovv defined a hierarchy of needs. 
The hierarchy of five levels goes from 
Level I, physiological needs for food, 
shelter and clothing; to Level 2, safety 
and security; to Level 3, social needs 
for giving and getting love and friend¬ 
ship and being part of a group; to 
Level 4, ego-needs for self-respect, 
independence, achievement, status, and 
peer recognition; to Level 5, self- 
actualisation needs, to realise one’s 
full potential. The progression tends to 
move upward from the first to the fifth 
level. 

Value changes likely to ensue are a 
shift from quantity to quality, from 
merely “more” to “better”; from inde¬ 
pendence of nations to interdependence; 
from exploitation of nature to living 
in harmony with nature; from priority 


of technical efficiency to technical 
efficiency with ecological justice; from 
authoritarian governance to participa¬ 
tive governance; from work as sacrifice 
to work as purposive and self-fulfilling; 
from centralism and uniformity to 
pluralism and diversity; from domi¬ 
nant concern for material needs togrow- 
ing concern for social wants; from 
preoccupation with things to a desire 
for experience. 

urban patterns 

Technological change in communica¬ 
tions and electronics fosters these 
trends, even suggesting the beginning 
of the end of todays urban pattern. 
First, telecommunication of today 
moves toward telecommuting tomor¬ 
row. With knowledge industries grow¬ 
ing toward using 60 per cent of the 
labour force, cable TV may allow more 
workers to avoid much travel by 
teleconference, remote computer ter¬ 
minal access, and the like. The prospect 
is for tele-medicare, tele-education, and 
instant electronic banking in place of 
cash. Second, today’s suburban life 
styles are already breaking down. Even 
in 1970, 60 per cent of Americans did 
not live in nuclear families with an 
earning dad and a housewife mother. 
Plural mariiage is now more common 
in the US than in many countries 
allowing polygamy. Because Americans 
are so mobile, new political action 
groups are far more powerful than out- 
of-date geographical units of repesenta- 
tion. In 32 years these groups will 
gain in power unless today's geography 
> of politics is reorganized. 

The corporation that is successful will 
adapt to people's changes in values. 
In the area of manufacturing by 2008 
the US will be creating a ‘‘recycle 
society,” one in which virtually all 
materials are used and re-used indefi¬ 
nitely. Waste and scrap are to become 
our major resources and natural 
resources our backup. The shift of 
values from things to experiences may 
create a new simplicity of life style 


marked by Ingenuity and social perspec¬ 
tive rather thah by self-indulgence,. 

Generally, corporations will recognise 
that they are creations of society to 
satisfy economic needs and having a 
mutuality of interest with society. 
Indeed, the corporation that is success¬ 
ful in 2008, says General Electric’s lan 
Wilson will go further: “As a microcosm 
of society, a corporation must reflect 
all of that society's shared value— 
social, moral, political and legal, as 
well as economic.” The essence, then, 
of corporate social responsibility is 
social responsiveness. By 2008, the 
public will evaluate corporations by 
three major criteria: social performance 
in traditional markets, social per¬ 
formance in the “public needs” 
markets, and social performance in 
achieving non-cconomic values deemed 
important by society. 

Considering traditional markets for 
consumer and industrial goods and 
services, by 2008 most industries will 
have adapted to environmental, health, 
safety, and consumer regulation^, or 
gone the way of the dinosaur. A new 
definition of efficiency will be developed 
that includes accounting for the costs of 
production involving healthy, safety and 
environmental impact as normal inputs 
to production. Manufacturing as a 
result will likely be shifting to locations 
in underdeveloped areas of the country 
and the world. 

a naw market 

The market for public needs could 
well become by 2008 a big new market 
for corporate performance. It refers 
to housing, education, health, trans¬ 
portation, waste management, pollution 
control, and the like. There is much 
evidence that public production of such 
public goods is inefficient. A promising 
alternative is regulated private produc¬ 
tion of public goods, a “social-industrial 
complex,” a partnership of business 
and gouerament aimed at dealing with 
social problems. 

Turning to. non-cconomic values, 
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corporations will be expected to direct 
both their business and managerial 
actiqn, internally and externally, to 
achieve social objectives such as 
equalty of opportunity, management of 
natural resources, development of 
human resource, and attainment of a 
just and stable society. Although these 
objectives involves cost, they are 
basically reflections of current social, 
moral, legal and political values. 

The major areas of future challenge 
to the corporation are at least six. 
They include (1) constraints on 
corporation growth; (2) issues of cor¬ 
porate governance; (3 management of 
the “new” work force; (4) external 
constraints on employee relations; (5) 
business-government relations; (6) poli¬ 
ticising of economic decision-making. 

rules of flie game 

Corporate growth is likely to be 
slowed down by issues ranging from 
national growth policy through econo¬ 
mic controls and environmental protec¬ 
tion to questions of industrial structure. 
The governance of corporations, already 
changing, involves liability of directors 
and managers, disclosure of informa¬ 
tion, and the composition of boards 
of directors. The “new” work force will 
demand job enlargement, flexible 
scheduling, more equal opportunity, 
more involvement and participation. 
And government will be setting new 
“rules of the game” in health, safety, 
employee benefits, bargaining, and civil 
rights of employees at work to enjoy 
privileges and responsibilities of free 
speech. In business-government rela¬ 
tions, business will probably develop 
a partnership with government market 
by higher ethical standards and greater 
disclosure. Finally, economic decisions 
will be politicised through the effects 
of political action groups. 

It thus seems to follow that in the 
coming years of transformation of our 
society, the business corporation that 
is successful will be forced to adapt its 
own values and goals to the changing 
values' of society. In my opinion, 
events are moving in a direction exactly 
opposite to the doctrine that corpora¬ 


tions should limit their activities to 
classic profit-making. On the contrary, 
the changing values of society are re¬ 
defining the content of the term 
“profit” by changing the meaning of 
cost and by regulating the pursuit of 
revenue. Also events arc moving in the 
opposite direction from laissez faire . 
Because current corporate practice is 
not fully adapted to the current trans¬ 
formation, laissez faire is not trusted 
as before to yield social benefit. 

The greatest danger, however, in 
moving through the transformation is 
a mistaken approach to business that 
would result in further concentration 
of economic power by government. 
Today, government employs one out 
of six workers in the US and controls 
around 37 per cent of total spending. 
In the UK, government controls 
nearly 60 per cent of spending and in 
Sweden fully 60 per cent. And, of 
course, in authoritarian Communist 
countries government controls nearly 
all economic activity with resulting loss 
of personal freedom. 

That business power, as we move into 
the post-industrial age, is being curbed 
and shaped by governmental and non¬ 
governmental groups seems beyond 
dispute. That the corporation is being 
held to new and different standards of 
performance also can hardly be gainsaid. 


Nationalisation of land may now bo examin¬ 
ed on its own merits. Apart from historical 
or political considerations, it is unscientific to 
argue that the Zamindari system should be 
abolished because most of the Zamindars arc 
descended either from rent-receivers or political 
adventurers of the Mohamcdan period. The 
origin of several social institutions is shady 
but that does not mean that we should abolish 
them. Social purpose is the only justification 
of a social institution. The only point for 
enquiry in this connection therefore should be 
whether the Zamindar serves only worthwhile 
purpose of society. The justification for private 


The crucial question is whether 
moves to hold the corporation to 
higher standards of conduct, to greater 
participation, disclosure, environmental 
concern and the like will or will not 
generate excessive burdens of regulation 
and control that stultify its productivity 
and that destroy the remarkably 
sensitive market system. It is, after all, 
the market system that has made our 
economy so productive and responsive. 
The market is an analogy to a survival 
and selection system in biology. It 
tests and evaluates new species of 
technology for their survival value. 

In the new society of 2008, when 
today's 18-year-old is 50, such questions 
will be debated in an atmosphere of 
greater affluence, more widespread 
education, more advanced technology, 
and greater human efficiency. The 
question whether they will be debated 
in a world that has begun markedly to 
curb population growth and has achiev¬ 
ed a more widespread distribution of 
wealth and income will dominate the 
answers. Whether it is a world of 
greater personal freedom of thought 
and action is by no means clear. You 
will have to work and worry, invent 
and persevere, to protect the freedoms 
this country offers. Each generation 
has to love freedom enough to sacrifice 
for it, or risk losing it. 


enterprise in industry is organisation and risk 
taking. Is a zamindar an organiser of agri¬ 
cultural activity. All evidencejs to the cont¬ 
rary. What risk does he take. It is true 
that natural causes cause fluctuations in his 
income. But that is all irrespective of his own 
activity or investment. He has for the most 
part invested no capital and does nothing what¬ 
ever to improve the land. For the most part 
landlords in India have inherited land, and havo 
done no pioneering work. Their losses and 
gains are not related to their own activity or 
inactivity. Loss does not drive them out of the 
land and gain does not spur them to activity. 


.hditetn Economist 30 If eat5 
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WINDOW on the world 


A new path for development 

John Colo 


Before the end of this century, another 1000 million will be added 
to the roll call of the desperate. Unless the problem of 
employment and under-employment can be solved, there Is 
little hope of breaking the code of deprivation, which 
afflicts the poorest 40 per cent of the Third World population, 
says John Cole, deputy editor of the Observer, London. 


The core of the Third World’s poverty 
is lack of work. About 300 million 
people in developing countries either 
have no jobs or else do work which is 
so unproductive that they cannot earn 
enough to support themselves and 
their families at a decent standard. 

Before the end of this century, un¬ 
less there is a dramatic change in the 
way we run our world, another 1,000 
million people will be added to the 
roll-call of the desperate. Unless the 
problem of unemployment and under¬ 
employment can be solved, there is 
little hope of breaking the cycle of 
deprivation which afflicts, from one 
generation to the next, the poorest 
40 per cent of the Third-World popu¬ 
lation. 

new strategy 

Where do we begin? The world is 
not lacking in ideas; the difficulty is 
to presuade people to put ideas into 
operation. In order to tackle that 
problem, the International Labour 
Organisation held a World Employ¬ 
ment Conference in Geneva from June 
4-17. It sought to propagate the 
new strategy which has emerged in the 
past five years among development 
experts, and most notably from the 
ILO’s own research and comprehen¬ 
sive employment missions to seven 
developing countries. 

The strategy represents a sharp 
change of direction from the policies 
which most countries have been follow¬ 
ing since the Second World War. It 


was understandable, particularly after 
independence, that countries in Asia, 
Africa and Latin America should seek 
to emulate the path of development 
which had created the high living 
standards in the industrial world. To 
do this they would have had to squeeze 
into a single, generation the industrial 
revolution which, in the west, had 
spanned two centuries. This was impos¬ 
sible. 

They concentrated on the growth 
rates in the small modern industrial 
sector of their economies, in the hope 
that this sector would pull the rest of 
the nation to prosperity with it. But 
it has now become obvious that this 
will not happen: at best, such a 
development path would leave the 
next two or three generations of the 
poorest people still impoverished. 
Some argue that it would be worse 
than this, that even after another two 
or three generations the gap between 
rich and poor in the Third World 
would be widening rather than nar- 
towing. 

basic nssds 

By contrast, the new strategy is 
aimed at the basic needs of the poor¬ 
est people. Essentially, that means 
giving them the kind of work which 
will provide a roof over their heads, 
sufficient food, and other elementary 
human requirements: decent water 
supply and sanitation, schools for 
their children, medical cart and trans¬ 
port to take them to work or market. 
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One startlingly simple fact lies at 
the centre of the new strategy: to help 
the poorest people, you must provide 
work where most of them are. Pro¬ 
bably four-fifths of the people in the 
Third World still live in rural areas, 
so the international organisations are 
now directing their primary efforts 
towards agriculture and rural indus¬ 
try. But chronic poverty in the coun¬ 
tryside has already driven millions of 
people into the slums of the great 
cities, and an additional effort is 
needed to build up the small-scale 
industries and services which are the 
only hope of livelihood for these 
people. 

drastic redistribution 

All this represents a sharp change 
of emphasis, which has not yet been 
fully accepted by all governments in 
the developing countries. They are 
being asked to concentrate their efforts 
not on the comparatively well-of 
people in the modern sector of their 
economies—who often have most of 
the political influence—but on people 
who, in terms of politics, are of no 
importance at all. It means a drastic 
redistribution of wealth and influence 
within the Third World. 

But it would also require sacrifice 
from the industrial world. It is 
useless for the poor nations to develop 
their agriculture and small-scale 
industry unless they can find markets 
for their produots. More trade among 
the developing countries will provide 
some markets, of course, but if they 
are to make a real economic break¬ 
through and dramatically improve the 
living standards of all their people In 
one generation, they deed help from 
the rich world. 

Initially, that means aid—much more 
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add directed to the 
right kind of projects. But it also 
meaats. Beer trade—in commodities, 
processed agricultural products, and 
manufactured goods. That,, in turn, 
implies a new international division 
of labour. The rich world will have 
to free the problems created for its 
otim industry and Agriculture by the 
ability of the Third World to produce 
more cheaply and efficiently items 
which were once a monopoly of the west. 

challenging task 

The task, for both rich and poor 
countries, is daunting. But the alter¬ 
native to a great co-operative effort 
to cure the world’s worst poverty 
by the year 2000 is a niggling, un¬ 
generous human race, waging economic 
wars or even armed conflicts over 
the diminishing resources of the planet. 

More and more people in the Third 
World are pouring into the cities. 
Many of them are forced to go. Per¬ 
haps the family farm is too small 
to sustain all the brothers and sisters 
of a large family, so some have to 
leave and seek a living in the city. 
Perhaps the Green Revolution, ironi¬ 
cally, has hurt rather than helped 
diem: a large landowner can make 
more profits by ejecting his tenants and 
farming with the help of large inputs 
of fertiliser and the kind of mechani¬ 
sation they cannot possibly afford. 

There are a dozen different reasons 
why they leave,' among them the 
oldest reason of all: the adventu¬ 
rous spirit of the young, who want to 
go off and seek their fortunes 
in the cities. 

However, there is no fortune at 
the end of the journey for many 
citydwellers, voluntary, or involun¬ 
tary, in the poor countries. They 
finish up in the huge slums of the 
major rides of Asia, Africa or Latin 
America. Only two out of five can 
hope to find jobs in the modern 
sector., The rest will drift into what 
economists call the informal urban 
sector of the economy, eking out a 


subsistence living as odd-job workers.' 

The pro&em Is likely to get worse. 
In 1950 only 16 tiffes Vih the Third 
World had populations over one mil¬ 
lion. There are now more than 60, and 
by the year 2000 there will beat 
least 200. By that date, it has been 
estimated, one in three people in Aria 
and Africa willlivein rides. In Latin 
America, the process is further ad¬ 
vanced. The growth of cities like Rio 
de Janeiro, Sao Paulo, Buenos Aires 
and Santiago appears unstoppable, and 
by 2000, three out of every four Latin 
Americans will probably be living in 
cities. Throughout the Third World, 
the cities may have to find room for 
as many as 1,000 million additional 
inhabitants. 

can thay survive ? 

Can they survive? On present deve¬ 
lopment patterns, the answer must 
be “no”. Most governments in the 
developing world are still clinging 
to the hope that they can 
expand their manufacturing industry 
so rapidly that it will absorb many 
millions of new workers. They tend 
to blame the illiberal trading policies 
of the rich countries for their slow 
progress, and think that if there could 
only be a new international economic 
order, removing the obstacles to trade, 
all might yet be well. 

This is much too simple and opti¬ 
mistic, however. Too. much of Third- 
World industry consists of indigenous 
firms or multinational companies which 
have developed their manufacturing 
behind high tariff walls, and with 
exchange rates, credit facilities and 
tax policies tailored to their needs. 
In some cases, this is a sensible way 
to get industry started in a developing 
country, but it does not necessarily 
produce efficiency in the short-term. 

Development experts are now urging 
governments in the Third World to 
change their development paths drasti¬ 
cally. One of the first documents in 
this field is (he report of the Inter¬ 
national Labour Organisation’s employ¬ 


ment mission to Kenya. It pointed 
out that the small family or one- 
man busineses of the Nairobi or * 
Mombasa slums provided great oppor¬ 
tunities for capital accumulation, as 
Veil as for the development of ingen¬ 
uity and enterprise—qualities. 

Poor people in Nairobi earn their 
living in a bewildering variety sf 
ways. They make shoes out of old 
motor tyres. They carry on automobile 
repair businesses on street corners, 
bringing their tools and even quite 
heavy equipment in with them each 
day. They are street traders and cooks, 
scavengers and sweepers, cafe owners 
or taxi drivers. There is what amounts 
to an alternative culture, for many 
of the goods and services are provided 
by poor people and for poor people. 

Indeed, it sometimes seems, in 
Nairobi and other major cities of the 
Third World, as if the authorities 
wanted to “forget their informal urban 
sector,” as the economists who led the 
ILO Kenya mission put it. Whereas 
in Calcutta, half-a-century and more 
ago, the small engineering shops were 
encouraged to develop—and in Japan, 
Korea, Hong Kong and other Asian 
countries, much of the post-war 
growth started with the small men 
—too many city councils still put 
endless obstacles in their way. The 
licensing regulations are awkward and 
sometimes corruptly administered. The 
health standards—on paper at least 
—are impossibly high. The bulldozers 
have wiped out many little businesses 
and the housing estates which surround 
them. 

imaginative help 

What the slum-dwellers of the 
Third World need is more imaginative 
help. They ought to be given encou¬ 
ragement to improve their shanty 
homes, at least until such times as 
their governments have the money to 
provide better ones. They ought to 
get their share of the international 
aid: in industrial sites, credit, hel» to 
create marketing cooperatives, access 
to appropriate technology. 
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Continued 


PROFIT AND LOSS ACCOUNT OF INDIAN BRANCHE8 FOR THE YEAR 
ENDED 31 ST DECEMBER, 1975 _ ' 


77 45 $2 701.49 
69534133 00 
$$$399.04 


INCOME 

dm provision* made during tht year for M and Doubtful Dabta and other w 
or nacassary provisions) 

Iniarast and Discount 

Commission, Exchange and Brokerage 

Bam 

Nat Profit on Sato of Investments. Gold and SBvor. Land. P r s m m a and other A 
(not credited to Boearvo or any particular Fund or Account) 

Nat Profit on Revaluation of Investments, Gold and Silver. Land. Premises and 
other Assets (not credited to Reserve or any particular Ftmd or Account) 
income from Non-Banking Ass et s, and Profit from Sola of or Dealing 
with such assets 
Other Receipts 


4$ gg S3 762.91 
ottos Biota 
gatm.08 


445090 944.99 


S3 71 47781.68 


i9it 7asar.so 
10 9949 779.30 
1 00 50000 
9 79 92 921.92 
951 013.50 
19 21 749.94 
120000.00 
9079 255.09 


2 9 4 55 090.14 
23034290.34 
449090900M 


EXPENDITURE 

Interest paid on Deposits. Borrowings, tie. 

Salaries end Allowances and Provident Fund 

Directors' end Indian Advisory Board M s m bOt l ' Foot and ABowmcso 

Rent Tarn. Insurance. Lighting etc. 

Low Charges 

Fosisge. Telegrams mu Stamps 

Auditors' Foes (including Re. 1.00.000 for branch audRora) 
Depreciation on and Repairs to tlto Banking Company’s Property 
Stationery. Printing. Advertla s ment ele. 

Loss from Sole of or Dealing with Nort-Senking As as ts 
Other Expenditure 
■alanca of Profit 


1S7B 

Rs. 

220020747.61 
10 SI 22 276.40 
96260.00 
149410161.73 
1170374.63 
2083330.10 
1 20000.00 
0616462.60 
6634664.47 

27432437.76 
12617177,62 
637147 761.68 


79 479JOO 
49919.00 


20039.00 

150132.00 


2103730050 35 


2205 50991.05 


4297 4490093 


2333033580.35 


f 

at* 


Note: 

Particulars of rtmunovstfon rotating to Qgnavsl Maneges 
In India: 

<i) Salary 

(H) Allowances 

(Hi) Monetary value of any other benefits or parqufiltoa 
(including Re. 1100.00 for which approval 
of Reserve Bank of India Is awaited) 

PARTICULARS OF ADVANCES 

(i) Debts considered good In respect of which the Banking 
Company is fully secured 

(ii) Debts considered good for which the Banking Company 
holds no other security other than the Debtors' 
personal security 

(Hi) Dabta considered good, secured by the DoraoiMl 
liabilities of one or more parties in addition to tht 
personal security of the debtors 

Ov) Debts considered doubtful or bad, not pr o vided for 

(v) Oebts due by Directors or Officers of f«to Banking 

Company or any of them either severally or lointly wfflk 
any other parsons 

(vl) Debts due by Companies or Firms in which the 
Director* or the Banking Company are interested as 
Directors. Partners or Managing Agents or. in the caaa 
of Private Companies, as members 

(vii) Maximum total amount of advenes* including temporary 
advances mads at any time during the year to Directors 
or Managers or Officers of the Banking Company or any 
o! them either severally or jointly with any other persona 

(v*i») Maximum total amount of advances including 
temporary advances granted during the year to the 
Companies or Firms in which the Directors of 
the Banking Company are interested as Director* 
Partners or Managing Agents or. in iho cast of 
Private Companies as member 

(ix) Due from Banking Companies 


78880.00 

30060.00 

37846.00 

162 78555 
2243667 920.26 

88012176.06 

808818074.01 

ggsOSIBil 

SSM460.M 


TSS21M.M 
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ACCOUNTING POUCIES 

I.Primliti 

FrMhotd and itaMhoid premises are included at cost or at professional valuations carried out in 1966 and 1973. 

1 Depreciation 

Depreciation on furniture and fixtures and properties, other than leasehold premises, is charged on a straight line basTs. The leasehold premises 
are amortised over the period of leases. 

3. Foreign Currencies 

Assets and Liabilities m foreign currencies have been converted at the rates ruling at end of the year except for contingent liability in rospect of 
forward exchange contracts which have been converted at the rates contracted. 

NOTES 

1.Staff Retirement Benefit 

Under itu* existing retirement benefit scheme, employees are entitled to gratuityfpenaion at their option and these benefits are treated in the 
accounts consistently on a cash basis as and whan they arise. The present liability for future payment of gratuity/pension under the bank's scheme 
has not Lean ascertained. However, the bank haa sat up a Pension Fund with effect from 1st January 1973 and the approval thereto of the 
Commissioner of Income Tax is awaited. A sum of Rs. 208 lees (including the annual contribution of Rs. 100 lakhs for 1978) has alraody been 
paid to the Fund. 

2 ftems-in-Transit 

lt*ms-in-Transit between branches have not been adjusted to the respective heads of accounts but have been retained in the respective 
inter-branch accounts 

3 Secured Borrowings 

The "secured" borrowings are secured against the corresponding secured advances to customers. 

4. Deferred Taxation 

The practice of accounting for taxation deferred aa a consaquenca of timing diffarencaa for provision for doubtful debts, not currently deductible 
for tax purposes, has been discontinued. Deferred taxation account has been closed by a charge in these accounts. 

5 Income Tax'—Contingent Liability 

Tha proceedings initiated under Sections 147/148 of the Income Tax Act. 1961 in respect of which the Calcutta High Court has granted a stay, 
remain to be disposed ol Assessments of some years are in dispute on account of certain disallowances by the Income Tax authorities in respect 
of which appeals have been lodged The liability, if any. relating to these, is not ascertainable at this stage 

O.Ex-gratia Payment 

The bank has not received instructions from the Central Government for any ex-gratia payment to the staff and accordingly no provision has 
been made in these accounts for any such payments 

7 Re*arrangement of Previous Year's Figures 
Previous year s figures have been re-arranged wherever necessary. 


A.K. Beau 
Controller 


K. Werner 
Regional Oirecfor. South Asm 


AUDITORS' REPORT 

We havo audited the above Balance Sheet of the Indian branches of Grindlays Bank Limited as at 31st December 1975 and the relative Profit 
and Loss Account in which have been incorporated the returns from 42 branches (including 4 General Managers' Offices) audited by Messrs 
Lovelock end Lewes who were appointed as Branch Auditors of the Bank's branches m India with the approval of the Reserve Bank of India and 
the unaudited returns from 18 branches for which the Company Law Board has granted exemption under Rule 4 of the Companies (Branch 
Audit Exemption) Rules. 1961 from the provisions of Section 228 of the Companies Act. 1956. The reports of the Branch Auditors in respect of 
the branchos audited by them were forwarded to us and have been dealt with in preparing our report in the manner considered necessary by us. 
Under tha provisions of Section 29 of the Banking Regulation Act. 1949 read with the provisions of Subjections (1). (2) and (5) of Section 211 
and Subjection (5) of Section 227 of the Companies Act. 1956. ihp Balance Sheet and Profit and Loss Account are not required to be and are 
not drawn up in accordance with Schedule VI of the Companies Act. 1956. The accounts are. therefore, drawn up in conformity with Forms 'A' 
end ’B’ of the Thud Schedule to the Banking Regulation Act. 1949. 

On the basis of the audit indicated in the first paragraph, we report that—. 

1. We have obtained all tha information and explanations which to the best of our knowledge and belief were necessary for the purpose 
of our eudit # 

2. In our opinion, proper books of account, aa required by lew. have been kept by the branches so far as appears from our examination of the 
aforesaid returne and these returns have been found to be adequate for the purpose of our audit.* 

3. The qbove*mentioned Balance Sheet and Profit and Lose Account of the Indian Branches of the Bank dealt with by this report are in agreement 
with the books ol account and returns,- 

4. In our opinion and to the best of our information and according to tha explanations given to us such Balance Sheet and Profit end Loss 
Account together with the nntes thereon, give the information required by The Companies Act. 1956 in the manner so required for Banking 
Companies and on such basis tha said Balance Sheet gives, subject to Note 1 thereon regarding Staff Retirement Benefit, a true and fair view 
of the state of affairs of the Indian Branches of the Bank as el 31st December 1975 end tho Profit and Loss Account gives, sublet as afore*w 

a hue and fair view of the Profit of the Indian Branches for the year ended on that date. ! 

A. K. CHAKRABAR r» i 
Pnrrr'r-r 

Calcutta. 12th April 1878 For end on behalf of Price Waterhouse Peal €r Co. Chortnrcd Account.mis 
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Hindustan Aluminium Corpn. Ltd. 

Chairman's Statement 

The Seventeenth Annual General Meeting of the Company was held on 
June 14, 1976 in Bombay. The following statement was read out to the 
shareholders by the Vice Chairman, Mr. A. V. Birla, in the absence of 
Mr. G. D. Birla, Chairman. 


COMPANY MEETING 


Dear Shareholders, 

I welcome you all lo the 
seventeenth annual general 
meeting of your company. 
You will recall our meeting 
last year, when I began my 
speech on a melancholy 
note, but at the same 
time, indicated to you, that 
we can see light, at the end 
of the dark tunnel. As 
after every night there is a 
sunrise, I feel that we can 
now see the first rays of 
dawn breaking over the 
horizons, and wc can look 
forward with reasonable 
optimism to a satisfactory 
future for your company. 

The past years have been 
difficult, because of exter¬ 
nal circumstances, beyond 
our control. The primary 
reasons for the adverse 
financial results, were the 
lack of power supply from 
the U.P. State Electricity 
Board, and an unrealistic 
pricing policy followed by 
the Government. 1 hroughout 
this period of crisis, the 
quality of management and 
efficiency of plant operations 
under very adverse circums¬ 
tances, continued to be at 
a very high level, of which 
the shareholders can be 
proud of. 

During the course of the 
last one year, there has been 


a considerable and meaning¬ 
ful change in the Govern¬ 
ment’s attitude, thinking, 
and action towards creating 
a healthy climate for indus¬ 
trial growth. The Govern¬ 
ment at long last realised, 
that the interest of industries 
and that of the nation do 
not diverge. A pragmatic 
approach has been adopted, 
conducive for the develop¬ 
ment of industries. The 20 
point programme, the step 
up in the plan outlay by 
31.6 percent, and the incul¬ 
cation of discipline, amongst 
workmen and staff, after 
the declaration of emer¬ 
gency, have all helped 
industrial production. The 
aluminium industry has 
also benefited by the various 
measures, that have been 
taken by the Government, 
to increase the production 
of aluminium in particular. 

During the year under 
reveiw, even though the 
production was substantially 
higher at 62427 tons as 
compared to 44002 tons in 
the previous year, the full 
installed capacity could not 
be utilised, due to restric¬ 
tions and severe cuts in the 
power supply. You will 
recall that your Company 
was assured continuous, 
and uninterrupted supply 


of 55 MWS of power by 
the U.P. Electricity Board, 
but the board was not able 
to keep up the supplies, and 
had imposed cuts year 
after year. In January 
1975, there was a power cut 
of 67 per cent which conti¬ 
nued upto August 1975. 
Even during this period, at 
times the UPSEB cut 100 
per cent of their power 
supply. This was not the 
end of our woes — the 
Board, not only, did not 
give any power, but requisi¬ 
tioned some power under 
D.I.R. from your Company's 
captive power house. This 
resulted in shutting off a 
large number of pots. The 
cuts in power supply caused 
a tremendous loss to the 
company, as wc have ex¬ 
plained in the Directors’ 
Report. However, as I 
have mentioned, things 
took a turn for the better, 
since the announcement of 
the Government’s New 
Policy on the Aluminium 
Industry. In the second 
half of last year, after the 
fixation of the new rates of 
power at 7 Paise and 11 
Paise respectively for Hydel 
or Thermal Power, inci¬ 
dentally, we have to pay 
11 Paise — UPSEB started 
releasing more power and 


consequently, restarting of 
cold pots was undertaken 
by your Company. At 
present, your plant is run¬ 
ning at a capacity of about 
84,000 tons per annum 
against the installed capa¬ 
city of 95,000 tons. Our 
captive Renusagar Power 
Plant has also been com¬ 
pletely overhauled, with the 
result that at present we 
are getting the maximum 
power units from the plant 
— more than ever obtained 
before. Thus, with the 
improved power supply 
position, wc hope that the 
full installed capacity would 
be put into operation during 
the next few months. 

With the revised pricing 
policy of the Government, 
50 per cent of the produc¬ 
tion is to be supplied as 
levy aluminium, at prices 
fixed by Government and 
the balance 50 per cent is 
sold in the market, as non 
levy metal at market prices. 
This has enabled your com¬ 
pany to obtain a better 
realisation for its products, 
sold in the market. 

The prices of levy goods 
which were fixed last year 
were effective till 31st March 
1976 only. The new prices 
have yet to be announced 
by Government. This has 
become extremely essential 
on account of considerable 
increase in the cost of pro¬ 
duction. The selling prices 
for the non-levy goods, 
according to Government’s 
policy, should give pro¬ 
ducers sufficient margin, to 
cover depreciation and 
profit, not only for the non¬ 
levy goods, but also in res¬ 
pect of levy goods, which 
have to be sold without any 
element of profit or even 
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depredation.^ The price 
fixed, for the levy metal is, 
on the basis ' of sitjufe die 
Government calls ^Actual 
Cash Outgo”. However, the 
prioes so fixed, do'* not 
assure, even the actual cash 
outgo, on account of the 
ever rising cost of produc¬ 
tion. We hope that the 
Government will consider 
all the aspects of cost in* 
creases and announce the 
new prices at the’earliest. 
The off-take of aluminium 
has improved in India with 
the reduction in Excise 
Duty on non-levy goods in 
the last Budget. However, 
a further reduction is called 
for, to make its price viable 
and competitive with other 
alternate metals. The ac* 
cumulation of stocks with 
the producers has been 


cleared by exports. Your 
Company took the, lead in 
this and exported 7872 
fops valued, at about Its 5 
crores. Thus, the present 
stock with the producers 
can be considered as within 
'normal limits*. We hope 
that the Government would 
realise that it is essential to 
create a permanent-export 
market, which can only be 
established by continuous 
exports. Then only, will 
the foreign importers, have 
confidence in us, and would 
rely on supplies from India, 
and base their own long¬ 
term purchase programmes 
accordingly. 

With the improved off¬ 
take in India and continued 
exports and also with the 
improved availability of 


power, it is hoped that we 
would be able to put our 
fbll installed capacity iuto 
Operation, before the end 
of this year. The Govern¬ 
ment has announced a 
scheme for Excise rebate on 
the increased production 
over a pre-fixed level, which 
is a very welcome step. We 
are awaiting publication of 
the full details of the 
scheme. Your Company is 
actively examining the pos¬ 
sibility of expansion of the 
plant by installing an ad¬ 
ditional 25,000 tons of 
Reduction capacity and a 
complete Alumina Plant 
of 70,000 tons per year. 
The fabrication facilities 
would also have to be ex¬ 
panded and new alloys 
would have to be developed, 
to meet the current demand. 


Subject to .the pvallablllty 
pf adequate finances, the 
exp*nsj° n is.expected to 
take, three to four years to 
be put into operation. 

The first half of this 
year, has seen, what may be 
termed as a "post treat¬ 
ment, recuperative period”, 
which a sick patient has to 
undergo after a long-illness. 
It is, however, hoped, that 
the next half year would 
give better results, and it 
may be possible for the 
Company, at least to clear 
all the arrears of Preference 
Dividend from the current 
year’s profit. 

N.B.: This does not purport 
to be a report of the procee¬ 
dings of the Anuual General 
Meeting. 


ONCE BUILT LASTS EVER 

USE 

FOR ALL CONSTRUCTION WORK 
BJM CHETAK BRAND PORTLAND CEMENT 

With beat compliments from: 

BIRLA CEMENT WORKS 

P.O. Cemont Factory—312021, CHITTORGARH (Raj.) 

(U§e Pin Code, It Help§ Speed Up Your Mail) 
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The incorporation of E.l.D-Parry 
(India) Limited as an Indian 
Company marks the important start 
of a new chapter in the 188-year saga 
of the House of Parry. 

Profes<ionally managed, true to its 
tradition of enterprise and efficiency, 
its responsibilities to the country, the 
people and the vast spread of 
shareholders, this Company now 
looks for even greater growth. 

In the fields of Fertilizers. Farm- 
Inputs, Ceramics. Chemicals, Petro- 
Chemicals, Sugar, Confectionery, 
klccironics, Fngineenng, Shipping 
and 1 ransport. Marine Products, the 
marketing <»f Consumer Goods and 
l-.xports. ihe involvement is already 
high 1 he scope is now more in fresh, 
diversified, new industries and trading 
The various industrial prnjccls which 
had lo wail for this Indi.imsation 
would soon be implemented. 


The House of Parry shall remain 
in the service of the people while it 
strives to march ahead without 
restrictions or inhibitions. 

There exist today only a few 
companies of the size and scope of 
Parry's, so wide and diverse. 

The people at Parry* have always 
remained conscious of the inter¬ 
related needs of their shareholders, 
employees and the public. The House 
of Parry re-dedicaics itself to the 
task 

Indianisation is perhaps the greatest- 
expression of this consciousness 
which has been growing and the 
House of Parry is now set to meet 
the challenges for a great future. 


National in constitution and 
international in outlook, the House 
of Parry is now poised for newer 
heights. 



E.I.O.-WRRY LTD* 

OUNCES TO 

E.I.D.-IMRY (INDIA) LTD. 


•m tif. «*• 
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Central Loans 

Tm GOVERNMENT pf India 

has announced the issue of 
three government of India 
loans aggregating Rs 475 
crores. The loans are: (i) 
5$- per cent Loan 1984 to be 
issued at Rs 99.50 per cent 
and repayable at par on 
July 1, 1984. (ii) 6 per cent 
Loan 1994 to be issued at 
Rs 98.00 per cent and 
repayable at par on July 1, 
1994. (iii) 6% per cent 
Loan 2000 to be issued at 
Rs 100.00 per cent and 
repayable at par on July 1. 
2000. Subscriptions to the 
above loans will be received 
in the form of cash/cheque 
or securities of 4.J. per cent 
Loan 1976. Subscriptions 
will be received from July l 
to July 3, 1976 (both days 
inclusive) but the subscrip¬ 
tion lists may be closed 
earlier without notice as 
soon as the total subscrip¬ 
tions amount to Rs 475 
crores. Government reserve 
the right to retain subscrip¬ 
tions upto ten per cent in 
excess of the notified 
amount. 

■ If the total subscriptions 
received for the loans exceed 
the notified figure plus the 
amount of ten per cent 
retainable as aforesaid, 
partial allotment will be 
made in respect of the cash 
subscriptions received and 


the balance refunded in 
cash as soon as possible. 
Interest at the rate of 4.J. 
per cent per annum on the 
securities of 4J. per cent 
Loan 1976 tendered for con¬ 
version will be paid upto 
and inclusive of June 30. 
1976 at the time of issue of 
new securities. Interest on 
all the loans will be paid 
half-yearly on January I 
and July I. Interest on all 
the loans now issued toge¬ 
ther with interest on other 
previous government securi¬ 
ties and income from other 
approved investments will be 
exempt from income tax 
subject to a limit of Rs 3,000 
per annum and subject to 
other provisions of Section 
80L of the Income-tax Act, 
1961. 

Wealth Tax Exemption 

The value of the in¬ 
vestments in the loans 
now issued together with 
the value ot other pre¬ 
vious investments in govern¬ 
ment securities and the 
other investment specified 
in Section 5 of the Wealth 
Tax Act will also be exempt 
from the Wealth Tax upto 
Rs 1,50,000. 

The budget for 1976-77 
assumes a net' receipt of 
Rs 535.06 crores (gross 
borrowings Rs 810 crores, 
repayments Rs 274.94 
crores). 4J. per cent loan of 


1976 with a maturity of 
Rs 260.16 crores is due for 
discharge on July 1, 1976. 
The first instalment of 
central loans to be floated 
on July 1, 1976 will be for 
a notified amount of Rs 475 
crores. With the retention 
of excess subscriptions up 
to 10 per cent the gross yield 
will be Rs 522.50 crores. 
After discharging the matu¬ 
rity of Rs 260.16 crores the 
net receipt is expected to be 
Rs 262.34 crores. 

Risk Capital 
Foundation 

The Risk Capital Founda¬ 
tion, a body sponsored by 
the Industrial Finance Cor¬ 
poration of India to provide’ 
seed capital for new entre¬ 
preneurs and technicians has 
sanctioned two soft loans 
aggregating Rs 10.65 lakhs 
in respect of two applica¬ 
tions. The loans from the 
Foundation are interest-free. 
These loans carry only a 
nominal service charge of 
one per cent per annum on 
the amount outstanding. 
The loans will be repaid by 
the promoters out of their 
own income including in¬ 
come from dividends. 

The first loan sanctioned 
by the Foundation is for a 
sum of Rs 5.55 lakhs to 
three technologists and new 
entrepreneurs who arc pro¬ 
moters of Triton Valves Ltd. 
Each of the three promoters 
will receive Rs 1.85 lakhs. 
With the supplementary 
soft loan assistance front the 
Foundation, the promoters 
would now be able to vide .the 
promoters' contribution of 
Rs 11.20 lakhs required for 
implementing . their project 
with a capital cost of Rs 1.10 


crores jointly with Karnataka 
State Industrial Investment 
and Development Corpora¬ 
tion Ltd. The project 
envisages the manufacture 
of automobile tyre and tube 
values with an installed 
capacity of 4 million value 
stems and 6 million cores 
per annum in technical 
collaboration with Messrs. 
WS, Italy. This would be 
the second project of its kind 
in the country. 

The Foundation has also 
sanctioned a loan of Rs 5.1 
lakhs to throe promoters of 
Aryavarta Plywoods Ltd, 
each of whom will receive 
assistance of Rs 1.70 lakhs. 
With the supplementary 
soft loan assistance from the 
Foundation the promoters 
would be able to provide 
promoters’ equity contribu¬ 
tion amounting to Rs 15.30 
lakhs required for establish¬ 
ing their project with a 
capita! of Rs. 1.02 crores. 
The project which is being 
located in fiadli Industrial 
Estate, union territory of 
Delhi, envisages the manu¬ 
facture of plywood, flush 
doors and block doors with 
an installed capacity of 
9.67 lakh square metres per 
annum on 4 mm thickness 
basis. 

Indo-Soviet 

Cooperation 

This country has signed 
two contracts and a protocol 
with the Soviet Union in 
Moscow for the supply of 
Ranchi-made metallurgical 
equipment for projects in 
third countries. Under the 
first contract, India will 
deliver coke oven equipment 
for a Soviet-aided steel mill 
in Bulgaria. Under the 
second India will deliver 
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someelectrotyser pots, agre¬ 
ed on in April, to an 
aluminium plant in Yugo¬ 
slavia being built with the 
Soviet help. The protocol 
is for the supply of giant 
cranes to Cuba. These two 
contracts give India, a place 
among the 10 metallurgical 
equipment exporting coun¬ 
tries of the world. In terms 
of value, the aggregate of the 
contracts is still relatively 
small. But it is significant 
as precursor to expanded co¬ 
operation in production and 
collaboration in third coun¬ 
try projects visualised in the 
declaration signed by the 
prime minister, Mrs Indira 
Gandhi recently in Moscow. 
A Soviet expert team will visit 
to India within 10 weeks to 
finalise programme of colla¬ 
boration extending to 1980 
or beyond, such long term 
programme will enable India 
to ensure full utilisation of 
existing capacities and to 
plan increases where neces¬ 
sary. 

Taxtil. Exports to 
ECM 

India has met with partial 
success in securing ad hoc 
quota for textile exports to 
European Economic Com¬ 
munity. While increases 
have been allowed for 
Belgium and West Germany, 
decision in respect of others 
have been deferred. Negotia¬ 
tions for ad hoc quota was 
conducted by a team headed 
by the textile commissioner 
recently. According to deci¬ 
sions reached India could 
export an additional 10 per 
cent of quota fixed for 
Belgium for bed linen. In 
the case of West Germany, 
the additional ad hoc quota 


granted far shirts and 
blouses is 6 per cent. In 
terms of metreage, the 
additional exports to Bel¬ 


gium and West Germany 
works out to 680,000 metres. 
In inspect of other members 
of the community, it was 


' pointed out- that India had 
no case for additional quota, 
since die performance during 
the current year waS very 
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much below the original 

quota. 

Sportsgoods Export 

A National Seminar on 
'productivity in marketing 
of sportsgoods abroad* was 
inaugurated recently by Mr 
A.P. Sbarma, union 
minister of State for 
Industry and Civil Supplies. 
The Sportsgoods Export 
Promotion Council, the 
DCSSI, and three other 
leading organisations-the 
Indian Standards Institu¬ 
tion, the Central Leather 
Reseach Institute, and the 
Trade Development Autho¬ 
rity-joined hands with the 
NPC in convening this 
seminar. Though, the indus¬ 
try is concentrated in 
Jullundur, Meerut and 
Moradabad, there are some 
units located in Allahabad, 
Bombay, Calcutta and 
Delhi too. Mr Sharma 
pointed out that exports of 
sportsgoods have gone up 
from about Rs one crore 
in 1967-68 to about Rs 10 
cioresin 1974-75, but our 
share is just less than one per 
cent of world trade in this 
item. 

World Meet on 
Freight Containers 

India participated in 
the meeting of Technical 
Committee on Freight Con¬ 
tainers of the International 
Organization for Standar¬ 
dization (ISO), recently held 
at Washington (USA). The 
two-member Indian Delega¬ 
tion comprised Capt B.L. 
Batra, Cargo Superintendent, 
Scindia Steam Navigation 
Co. Ltd, Bombay and Capt 
V. Subramanian, Marine 
Superintendent, Shipping 
Corporation of India Ltd. 
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As a participating member 
of this ISO Technical Com¬ 
mittee, India has been taking 
active part in the standar¬ 
dization of freight containers. 
In the recent meeting, a 
number of important draft 
international standards relat¬ 
ing to freight containers, 
which are of great signifi¬ 
cance to India, were dis¬ 
cussed. Special mention may 
be made of the proposals 
to increase the existing 
height of certain types of 
containers and to include 
sizes for certain other types 
of containers in international. 
standards. 

Meeting on Herd 
Fibres 

Mr A.P. Sharma, minis¬ 
ter of State for Industry and 
Civil Supplies, was the leader 
of the Indian delegation to 
the Inter-governmental meet¬ 
ing on Hard Fibres, held 
at Rome on June 17, 1976. 
It was organised by the 
Food and Agriculture 
Organisation. This counrty 
was deeply interested in this 
meeting in view of the vast ex • 
pansion contemplated for our 
coir industry. The meeting 
assumed greater significance 
after the recent successful 1 
agreement with the European 
Economic Community (EEC) 
in regard to reduction in 
import duty on coir pro¬ 
ducts and cooperation bet¬ 
ween the coir industry in 
the EEC and India. The 
meeting reviewed the trends 
in world trade of coir pro¬ 
ducts, latest developments in 
technology, transfer of tech¬ 
nology from the developed 
to the developing countries 
and cooperation between 
the producing and the con¬ 
suming countries in order 


to. protect the larger interest 
of this industry. 

Developing Techno¬ 
logical Talent 

Cement Research Institute 
of India (CRI) has framed 
a long term Technological 
Talent Development Pro¬ 
gramme to build up a 
meaningful technological 
support to the cement, 


World Commodity 
Pricos 

The prices of primary com¬ 
modities have shown an un¬ 
interrupted recovery since 
December 1975. By May 1976, 
the aggregate index in terms 
of U.S, dollars (196*70=100) 
had reached an average of 205, 
about 17 per cent higher than 
the December index of 175. 
All three commodity categories 
contributed to the increase in 
the overall Index, with Dec¬ 
ember to May gains of 19 per 
cent for food, 15 per cent for 
agricultural raw materials, 
and 16 per cent for metals. 
The recovery in world economic 
activity has been the principal 
factor underlying the recent 
rise in commodity prices, 
particularly for metals and 
agricultural raw materials. 
The price of copper rose 
by about one third between 
December and May. The rise 
in tin prices was about 20 per 
cent while that for natural 
rubber was 29 per cent. As 
regards food, the rise is based 
largely on price increases fin- 
three commodities-coffee, coca 
and beef. A sharp increase in 
coffee prices (by 59 per cent) 
is attributable to lower coffee 
supplies from Brazil, the 
leading producer. 


Indox ot Export Prices 
of Primary Goode 
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cement machinery, construc¬ 
tion and allied industries. 
Under the programme, CRI 
woutd regularly conduct 
need-oriented applied train¬ 
ing courses to help working 
personnel keep abreast with 
the latest developments and 
improve their abilities to 
apply the new knowledge 
thus gained in their respec¬ 
tive work situations. The 
courses would also help 
bring about an interaction 
between the newer techno¬ 
logies and the industry and 
serve as an effective medium 
of technology transfer. 

So far there had been a 
shortage of the specialized 
technical personnel avail¬ 
able to the cement and 
allied industries in the coun¬ 
try forcing the industries to 
recruit broad-based techno¬ 
logists and engineers with 
general background of 
chemical, mechanical, electri¬ 
cal or civil engineering or 
pure sciences and to leave 
them to learn their work 
and responsibilities the 
empirical way. 

No Export Duty on 
Coir-Yarn 

The government has 
abolished the export duty on 
coir yam. The measure 
comes in the wake of 
requests from many Euro¬ 
pean countries for the aboli¬ 
tion of export duty which 
was levied at the rate of 15 
per cent ad valorem, says 
an official press release. The 
European Economic Com¬ 
munity (EEC) has agreed to 
reduce import duty by 80 
per cent with effect from 
January 1, 1976. They have 
also agreed to abolish the 
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import duty totally from 
January, 1978. 

Dealers' Commission 
on Petrol 

The government has deci¬ 
ded to revise the dealers 
commission on the sale of 
motor spirit (petrol;; high 
speed diesel oil etc. with 
effect from July 1, 1976. 
The Oil Prices Committee 
recommendations in this 
regard have been accepted 
by ‘the government. The 
Committee considered that 
a uniform rate of commis¬ 
sion for all retail outlets, 
irrespective of volume of 
sale would be detrimental 
to the interests of low 
volume outlets, but at the 
same time give unintended 
profits for high volume 
outlets. 

Sliding Scale 

The Committee has, 
therefore, recommended a 
sliding scale of commission 
(three slabs) for retail out¬ 
lets of different throughput 
levels. The three slabs are 
1 to 360 kls. sale of com¬ 
bined motor spirit and HSD 
per annum, 361 to 720 kls. 
per annum and over 720 
kls. per annum. The sliding 
scale of commission 
would give a higher margin 
to low volume outlets. To 
ensure uniformity in the 
selling prices of motor 
spirit and HSO at all retail 
outlets of verying through 
puts at a given place, it has 
been decided to have a uni¬ 
form total commission of 
Rs 65 per kl. for motor 
spirit and Rs 40 per kl. for 
HSD as against Rs 41.80 
and Rs 17.60 per kl. respec¬ 
tively in vogue since 1954-55. 

The pooling mechanism 


will be operated by the oil 
companies. The government 
of the view that with the 
revision .in 'the rates of 
Commission of motor spirit 
and HSD, the levy of service 
charges by the retail outlets 
will be discontinued. At 
present, the retail outlet 
dealers are imposing a 
service charge ranging from 
1 to 5 paise per litre. With 
the discontinuance of the 
service charges there should 
not be, in general, any in¬ 
crease in the ultimate 
price charged to the con¬ 
sumers. 

Names in the News 

Mr T. Brian Finn has 
taken over as the new Gene¬ 
ral Manager of the IBM 
Asia, South Region, head¬ 
quartered at New Delhi. 
As the IBM region chief, 
he directs the company ope- 



Mr T. Brian Finn 

rations in India, Sri Lanka, 
Bangladesh, Nepal and 
Afghanistan. Mr Finn 
brings to his new assign¬ 
ment a fund of rich experi¬ 
ence. He is a top systems 
expert and has made signi¬ 
ficant contribution to the 
application of computers 
in the development fields 
like steel and oil. 


Govsmment of India 

t r , £ s ,j* ‘Jj., 

5i Per Cent Loan 1984 to be Issued at Rs 99.W 
Cent and Repayable at par on 1st of July 1984. 

6 Per Cent Loan 1994 to be Issued at Rs. 98*00 Itar 
Cent and Repayable nt par on 1st of Jnly 1994. 

6i Per Cent Loan 2000 to be Issued nt Rs.100.00 Par 
Cent and Repayable at par on 1st of July 2000* 

Subscriptions to the above loans will be received simultaneously 
and will be limited to a total of Rs 47 5 crores (awfoiimatelyi, 
Subscriptions may be in the form of (i) Cash/cheque or (if) 
securities of the 41 per cent Loan 1976 which will be accepted for 
conversion at par. Government reserve the right to retain subscrip¬ 
tions upto ten percent in excess of the notified amount. 

2. If the total subscriptions received for the loans exceed the 
notified figure plus the amount of ten per cent retainable as 
aforesaid, partial allotment will be made in respect of the cash 
subscriptions received and the balance refunded in cash as soon as 
possible. Interest on the securities of 41 per cent Loan 1976 will 
be paid at the rate of 41 per cent per annum upto and inclusive of 
30th June 1976 at the time of issue of the new securities. 

3. Interest on the loans wifi be paid half yearly on 1st January 
and 1st July. Interest on all the loans now issued together-witn 
interest on other previous Government securities and income form 
other approved investments will be exempt from income-tax 
subject to a limit of Rs 3,000 per annum and subject to other 
provisions of Section 80L of the Income-tax Act 1961. The value 
of the investments in the loans now issued together with the value 
of other previous investments in Government securities and other 
investments specified in Section S of the Wealth Tax Act will also 
be exempt from the Wealth Tax upto Rs 1,50,000/-. 

4. Subscription lists will open on the 1st of July 1976 and 
also on 3rd of July 1976 or earlier without notice. 

Applications for the loans will be received at :— 

* (a) Offices of the Reserve Bank of India at Ahmcdabad, 
Bangalore, Bombay (Fort and Byculla), Calcutta, Hydera¬ 
bad, Kanpur, Madras, Nagpur, New Delhi and Pa«na; 

(b) branches of the subsidiary banks of the State Bank of 
India conducting Government Treasury work except at 
Hyderabad; and 

(c) branches of the State Bank of India at other places in 
India. 

5. Securities will be issued in the form of Promissory Notes 
or Stock Certificates. The advantages of investing in the form 
of Stock Certificates are as under: 

(i) It is safer than a Government Promissory Note as the 
name of the holder is registered in the books of the Public 
Debt Office. 

(ii) The Stock Certificate will be sent to the applicant direct 
by registered post by the Public Debt Office. 

(iii) The Half yearly interest will be remitted to the holder 
direct by an interest warrant drawn at par on any Treasury 
or State Bank branch stipulated by the holder. If the 
holder so desires, the interest will be remitted by Money 
Order after deducting the Commission charges; in respect, 
of Stock Certificates where the net amount of interest to 
be remitted is less than Rs 20/- no money order commis¬ 
sion .will be charged. 

(iv) If the holder wishes to sell bis securities he can do so by 
signing the transfer form printed on the back of the 
certificates in the manner prescribed therein. 

(v) Government Promissory Notes in exchange for the Stock 
Certificate can be obtained by applying to the Public Debt 
Office and on payment of a nominal fee for each new note 
required. 

(vi) For any futher clarification, please apply to any of the 
Offices or branches mentioned above. 
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Hindalco 

Tub working results of the 
Hindustan Aluminium Co 
Ltd have shown improve* 
ment duringthe year $ndeid 
December 3 r, 1975 and it 
might be possible for the 
company, at least, to clear 
all the arrears of preference 
dividend from this years* 
profits. Mr Aditya V. Birla, 
vice-chairman of the com¬ 
pany, who presided at the 
annual general meeting in 
the absence of the chairman, 
stated that the company’s 
plant during the past five 
months was running at the 
rate of about 7000 tonnes 
per month or 84,000 tonnes 
per annum against the in¬ 
stalled capacity of. 95,000 
tonnes per annum. 

The captive Renusagar 
power plant of the company 
was over-hauldcd during the 
year and was giving maxi¬ 
mum power. With this im¬ 
proved power supply posi¬ 
tion, the company hopes to 
put into operation its full 
installed capacity during the 
next few months. 

The company is actively 
examining the possibility of 
expanding its capacity to 
120,000 tonnes per annum 
by installing an additional 
25,000 tonnes of reduction 
capacity and also a complete 
alumina plant 6f 70,000 
tonnes capacity per annum. 
Mr Birla has pointed out 
that subject to the avarlabi- 
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lityof adequate funds, the 
expansion is expected to 
take three to four years and 
is estimated to cost about 
Rs 55 crores. 

' Revised pricing pblicy of 
the government—-50 percent 
of production to be supplied 
as levy aluminium at prices 
fixed by the government and 
the balanee 50 per cent to 
be sold in the market—has 
enabled the company to 
obtain better realisation for 
its products in the market. 
With the reduction in ex- 

Macklnnont* 
Landing Craft 

The 500 ton !>WT landing 
croft specially built by 
Macltinnon Mackenzie & Co. 
Ltd. for Gulf Marine Opera¬ 
tions, Bahrain was launched 
on June 13. The landing craft, 
first of Its kind to be Imllt 
in India, has been designed to 
have maximum manoeuvrability 
in the limited draft of Gulf 
waters. The vessel will be 
handed over to its owners by 
the end of this month. 

cisc duty on non-levy goods 
in this years’ budget the off¬ 
take of metal has improved 
in the domestic market. Mr 
Birla called for a further 
reduction in excise duty to 
make the product price 
more viable and competitive 
against other alternate metals. 

Th$ company exported 
7872 tonnes of its products 
valued at about Rs 5 crorcs 
during the year 1975, and in 
the process was able to clear 
nearly all of its accumula¬ 
ted stocks. Mr Birla stres¬ 
sed the need for continuous 


exports to create a perma¬ 
nent export market. 

Bharat Commerct 

The directors of Bharat 
Commerce and Industries 
Ltd have recommended 
equity dividend of Rs 1.50 
on 25,00,000 equity shares 
ofRslOeach for the year 
ended December 31, 1975. 
This dividend will be paid in 
three instalments of Rs 0.70, 
Rs 0.40 and Rs 0.40 res¬ 
pectively, in accordance 
with the Companies (Tem¬ 
porary Restriction on Divi¬ 
dends) Act, 1974. The equity 
dividend absorbs a sum of 
Rs 37.50 lakhs. The direc¬ 
tors have also made provi¬ 
sion of Rs 4.23 lakhs for 
payment of dividend on 
cumulative redeemable pre¬ 
ference shares. 

Inspitc of a sharply 
reduced demand the 
sales of the company record¬ 
ed an increase from 
Rs 36.50 crores in 1974 to 
Rs 42.08 crores in 1975, a 
rise of nearly 15 per cent. On 
account of delays in the sup¬ 
ply of machinery the com¬ 
pany was unable to com¬ 
plete its expansion of Nanj- 
angudUnitNo 2 during 1975. 

The company was ham¬ 
pered in Us export efforts 
because of a ban on the 
export of staple fibre yam 
by the government. Strong 
representations have been 
made to the government to 
lift the ban on export of 
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staple fibre yam in 
view of a firm overseas 
demand and substantial 
foreign exchange earning 
potential of the product. 

P. T. Horizon Synlex, the 
company’s joint venture pro¬ 
ject in Surabaya, Indonesia 
was completed according to 
schedule. The trial produc¬ 
tion started in September 
1975, and commercial pro¬ 
duction is expected to start 
very soon. 

During the year under 
review the aviation division 
of the company entered in¬ 
to an agreement with the 
Punjab government for 
aerial spraying of over 
15,000 acres of land under 
cotton cultivation by one 
helicopter and two fixed 
winged aircrafts. The spray¬ 
ing which started in July was 
completed by October 1975. 
Also during theyear the com¬ 
pany continued its pipeline 
patrolling operations for 
M/s Oil India Ltd. 

The Rajpura unit of the 
company secured the run¬ 
ning trophy for largest re¬ 
duction in accident (fre- 
queny rates) in the Textile 
(Cotton) Industry category 
instituted by the Punjab 
Labour Department, 

Chandigarh. 

Larsen & Toubro 

Larsen & Toubro Limited 
has reported excellent work¬ 
ing for the year ended 
March 31, 1976, with sales 
and profit reaching new 
heights. The good perfor¬ 
mance of the company has 
led the directors to main¬ 
tain the dividend at 18 per 
cent on the increased capi¬ 
tal. During the year, the 
equity share capital of the 
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company has gone up to 
Rs 7.43 crorcs as a result of 
an issue of right shares. The 
dividend will absorb Rs 144 
lakhs this year against 
Rs 117 lakhs in the previous 
year. The directors also pro¬ 
pose a bonus issue in the 
ratio of 1:2 by capitailising 
Rs 3.84 crores out of the 
reserves. 

Sales and other income of 
the company at Rs 72 crores 
are 19 per cent higher than 
the'previous year’s figure of 
Rs 61 crores. Profit before 
tax at Rs 862 lakhs (previous 
year Rs 604 lakhs) has 
gone up by 43 per cent. The 
order backlog is at a satis¬ 
factory level. For the first 
time in its history, the turn¬ 
over of the L&Tgtoup of 
companies crossed the 
Rs 100-crore mark, reaching 
a figure of Rs 113 crores as 
against Rs 93 crores in the 
previous year. 

EID-Parry 

EID-Parry Ltd which 
was incorporated in United 
Kingdom as East India 
Distilleries and Sugar Fac¬ 
tories Limited in 1897, has 
now become an Indian Com¬ 
pany called EID Parry 
(India) Ltd. Although com¬ 
plete conversion into an 
Indian company has just 
taken place now, the com¬ 
pany has since 1948 been 
managed and controlled 
from Madras. Parrys had 
been encouraging recruit¬ 
ment of Indians to the 
higher grade posts for a 
number of years and their 
numbers had been steadily 
increasing. The policy of 
Indianisation of manage¬ 
ment staff originated as 
far back as 1925 when 
the idea was more of a 


novelty in business circles 
than it afterwards became. 
It paid good dividends 
bringing out to the highest 
managerial posts in the 


firm such men as Messrs &. 
Krishnamurthi, K.P. Ram* 
swami and K. John. 

In February 1948, the 
seat of management and. 


; control of the opmptny 
Was transferred to Indjja 
and a new board of dir^c*; 
tom consisting wh$ely 
residents in this country 


NATION REGAINS 

SPIRIT OF ADVENTURE 1975-76 


New life in 
villages 


Over six and half million house sites alloted; 
368.000 of them developed. Construction of 
246,000 houses completed. 

Bonded labourers numbering about 47,000 
freed. 


Land ceiling laws yield 1,667,000 acres of 
surplus land, out of which 424,000 acres have 
been allotted so for, Beneficiaries number 
nearly 180,000. 

Nineteen Rural Banks set up; 50 more planned 
during 1976-77. Co-operative credit institutions 
strengthened. 
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was presiding over the des¬ 
tinies jof the ElD-parry 
group of companies. Year 
1956 wa» an epoch making 
year when , the late 
C. R. Srinivasan donned 
the mantle of chairman* 
ship as the first Indian. He 
was followed by Mr H.V.R. 
Iengar, who has been suc¬ 
ceeded by the present chair¬ 
man, Mr R. Venkataswmy 
Naidu. 

While the transfer of thq 
control of the board of the 
sterling company in 1948 
to pare House was unique 
by itself, what is most signi¬ 
ficant i$,ttye. building up of 
a team of professional 
managers designated as 
special directors and the 
formation of an able core 
of management staif. 

New Projects 

With the functioning of 
the Indian company, the 
way has been cleared for 
the implementation of the 
neW projects. In the next 
decade, the management will 
be extremely busy with 
the execution of those 
schemes. 

An industrial licence has 
already been secured from 
the government for expanding 
the cane crushing capacity 
of the Nellikuppam factory 
to 4,000 tonnes from 2,750 
tonnes daily in stages. The 
investment in the Ennore 
fertilizer factory is also 
proposed to be made more 
effective- and a letter of 
.intent has been obtained 
'from the authorities for 
undertaking the manufac¬ 
ture of Methanol, STPP 
sod Argon gas at->a diversi¬ 
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fication of the existing 
Ennore factory. 

Zenith Steel Pipes 

The annual accounts of 
the Zenith Steel Pipes & 
Industries for the year ended 
April 30, 1976 show a dec¬ 
line in the sales ta Rs 19.65 
crores against Rs 26.22 
crores during the . previous 
year. The directors have 
proposed to provide the 
sum of Rs 25.07 lakhs 
towards depreciation and 
Rs 22.80 lakhs for taxation. 
Profit after taxation is 
Rs 31.24 lakhs. Taking 
into account the excess pro¬ 
visions for earlier years 
written back of Rs 10.67 
lakhs, an amount of 
Rs 49.90 lakhs is available 
with the directors. This 
amount has been transferred 
to general reserve. 

The directors have 
recommended a dividend 
of Rs 1.25. Last year 
the dividend initially re¬ 
commended by the board 
was rupee one per share. 
Subsequently, pursuant to 
the provisions of the Com¬ 
panies (Transfer of Profits 
to Reserve) Rules 1975, the 
dividend was increased to 
Rs 1.27. 

Production of steel pipes 
during the year under 
review was 15 per cent 
lower than last year. Rolls 
Sc shears division has 
maintained its progress. 
Exports from this division 
during the year amounted 
to - Rs 3.42 lakhs. Pro¬ 
ducts of the company 
have been well received 
in the foreign markets. 
Special steels division’s pro¬ 
duction of steel billets 
during the year was 13,000 
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tonnes. Very severe power 
cut during the entire year 
adversely affected the com¬ 
pany, particularly, this 
division. The power out 
was as high as 46 per cent 
in December 1975/January 
1976 and the minimum 
power cut at any time 
during the year was 26 per 
cent. 

The total FOB value of 
pipe exports during the 
year under review was sub¬ 
stantially lower at Rs4.04 
crores. The per tonne rea¬ 
lisation also fell. The fall 
in the export business was 
due to recessionary condi¬ 
tions in the, international 
market. Since the last 
quarter of 1975-76, foreign 
customers of the company 
have evinced renewed inte¬ 
rest in buying. Zenith Pipes 
created a record in export 
of steel pipes by shipping, 
during the year, in one lot 
about 5400 tonnes pipes 
to Iran. 

Sandoz 

The turnover of Sandoz 
India in the first five 
months of 1976 increased 
by nearly 32 per cent 
over the previous year, 
according to Dr J.N. Baner- 
jee. Managing Director, in 
his address to shareholders 
at the annual general 
meeting held recently. There 
were notable differences in 
turnover between the divi¬ 
sions due to varying market 
conditions. The activities 
in the agrochemicals field 
had to face a number of 
difficulties during the past 
few months. The company 
expected, however, that the 
pesticide market situation 
would improve, although the 


outcome of the monsoon is 
still an unknown factor. 
By and large, the company 
is optimistic and hopes to 
achieve a reasonable growth, 
in turnover and present 
satisfactory results, even if 
profits may not grow in 
line with turnover. 

An important develop¬ 
ment in the agrochemical 
sector to which Dr Banerjee 
drew attention, was the 
government’s decision to 
completely withdraw the 

Modella Wool Ians 

Modella 'Woollens has re¬ 
ceived the capital goods im¬ 
port licence for Its readymade 
garments unit. The unit hai u 
capacity to produce three lakh 
pieces per annum. 

The company has also 
secured the capital goods 
licence for the import of machi¬ 
nery for its woollen textile 
mills machinery project. M/s 
Hought Dnesheri Bosson are 
the technical collaborator* for 
the: machinery project. 

concessional customs duty 
on raw materials required 
for the production of basic 
chemicals for pesticides. 
The customs duty, he said, 
had been raised by 50 per 
cent from 25 per cent to 
75 per cent. This burden 
would, no doubt, have an 
adverse impact on profitabi¬ 
lity. However, the company 
expects to achieve a higher 
growth rate in 1976 com¬ 
pared to the previous year, 
said Dr Banerjee. 

News and Notes 

For the current year an 
outlay of Rs 14.35 crores 
has been provided for the 
expansion projects of 
Hindustan Copper Ltd., and 
the company hopes to start 
work on Malanjkhand 
copper project in Madhya 
Pradesh and Rakha Phase 
II very soon. The ex- 
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pansion envisages a produc- to produce 36,000 tonnes 

tion of 23,000 tonnes of this year. The company's 

copper concentrates from production . was 23,000 

Malanjkhand and 20,000 tonnes last year, 

tonnes from Rakha Phase Rupees 7.33 crore Endo- 
II. In addition, the com* sulfan pesticide project of 

pany will undertake the the Hindustan Insecticides 

scheme for expansion of its L td with a manufacturing 

mine capacity at Masaboni capacity of 1600 tonnes per 

and Surda in Bihar and annum has been approved 

Chandmari in Rajasthan. by the government. The 

plant is to be located at 
.With increased produc* Udyogmandal, Kerala, where 

tion, the company will be the copany is already manu- 

able to bridge the gap bet* facturing DDT and BHC. 

ween indigenous production The project is based on 

and demand. Against an indigenous technology, 

estimated demand of 50,000 developed by National 

tonnes the company hopes Chemical Laboratory, 


Poona. Endosulfan project foreign exchange to the tune' 
will be saving the country■ of Rs 8 crores per annum. 

Dividend 

Dividennd declared for 

Name of the - - - ■ 


company 

Higher Dividend 

Year 

Current 

year 

Previous 

year 

Indian Hotels 

March 

1975 

20 

18 

Fuel Injections 

Dec. 

1975 

6 

Nil 

Digvijay Cement 
Same Dividend 

Dec. 

1975 

12 

10 

Wimco 

Dec. 

1975 

15 

15 

Shreeniwas Cotton 

Lower Dividend 

Dec. 

1975 

5 

5 

Travancore Cement 

Dec. 

1975 

Nil 

10 

Mysore Lamp 

Dec. 

1975 

Nil 

12 




Delhi's Achievements after Emergency 


Decline In Prices 

Price rise arrested; negative rate or inflation achieved: model Public 
distribution set-up; people’s cloth being sold through 253 coops, and 
21,000 Fair Price Shops in urban and rural areas. 

Home for the Homeless Land for the Landless 

4136 acres of agricultural land distributed to 4538 Harijan and poor 
landless families. 8000 house sites distributed to poor and Harijan 
homeless. Rs. 18 lakhs distributed to Harijans, as housing subsidy. 

Apprenticeship 

3529 youngmen placed as apprentices ir. industries as against the 
target of 3500. 

Public enemies on the run 

2259 raids on dishonest traders. Suppressed transactions of Rs. 16 
crores detected. 14,000 raids against hoarders, black-marketeers. 

Relief for Students 

Book banks in 853 schools, stationery at cheaper rates; hostel food 
costs less: 12 point programme for school improvement. Free text 
books to all primary students. Rs. 8 lakhs spent in providing school 
uniforms to the poor students. 


Production Picks up 

600 Industrial sheds constructed. Rs, 3.5 crores distributed as loan 
to industries. Vegetable cultivation increased from 16.20 thousand 
hectares in 1972 to 19.72 thousand hectares in 1976. Multiple crop 
ping popularised. Marginal farmers and labourer*’ Development 
Agency helping the weakest farmers. 

Beauti Heaton 

City area has a new look. Jama Masjid complex re-developed-beauti- 
fied. Subzi Mandi shifted to Azad Pur. 200 non-conforming industries 
shifted to the conforming areas. 20 Resettlement colonies, with 
50,000 plots having basicamenities, set up. New hopes of better life and 
opportunities for the poor and the weakest. 

Rural Development 

50 villages to benefit from integrated programme under cleanliness, 
Prohibition and Family Planning in the first quarter of 1976-77. 
All villages to come under its ambit by the end of 1976-77. 

Delhi Tops In Family Planning 

Against the national average of 1 *»• 1 percent. Delhi has covered 
41.3 percent couples in the procreative age-group. This percentage 
is higner than the Fifth Plan Target of 38 percent. 


We are on the Path of Radical Transformation 
under the Dynamic and Inspiring Leadership 
of Smt. Indira Gandhi. Lotus Dink our Patty 
Differences and Work Unitedly for the 
Greater Glory of the Capital City of Delhi. 


Issued by the Directorate of Information and Publicity 

Delhi Administration: Delhi 
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Ucpnctt and Utttn of Infant, 

Xhb following licences «nd letters of latent were issued 
under*the Industrial (Development and Regulation) Act 1951 
during the month of March 1976. The list contains the names 
and addresses of the licensees, articles of manufacture, types 
of licences—New Undertakings (NU), New Articles (NA), 
Substantial Expansion (SE), Carry on Business (COB), Shift* 
is§—and annual installed capacity. Details regarding licences 
and letters of intent revoked, cancelled or surrendered are also 
given. 

Licences Issued 

Metallurgical Industries (Ferrous) 

M/s Singh Precision Castings Ltd; 127/10/1, Maniktolla 
Main Road, Calcutta. (Kalyani—West Bengal)—Grey Iron 
Castings—2,000 tonnes: (a) Alloy Iron Castings ;(b) Heat & 
Corrosion Resistan: Castings; (c) High Silicon 8c Nickel 
Hard Castings; (d) Spheroidal Graphite Castings. Total: 
2,000 tonnes. Steel Castings—2,000 tonnes: (a) Manganese 
Steel Castings; (b) Alloy Steel Castings—2,000 tonnes 
-(NU) 

M/s Sterling Steels 8t Wires Ltd; Shiv Murti House,Una 
Road, Hoshiarpur. (Hoshiarpur—Punjab)—Various types 
of Steel Wires including Copper Coated ana Stainless Steel 
Wires and MS Wires thicker than 18 SWG (coated or other¬ 
wise)— 10,000 tonnes—(NU) 

M/s Bharat Forge Company Ltd; Mundhwa, Poona. 
(Poona—Maharashtra)—Fully Machined & Rough Machined 
Forged Flanges, Rings 8c Fittings—5,000 tonnes within 
the existing licensed capacity of 24,000 tonnes of Steel 
Forgings—(NA) 

M/s Deccan Steel & Alloys Corpn Ltd; 2-Brabourne 
Road, Calcutta. (Bangalore—Karnataka)—Rounds, Rods, 
Bars and Structurals—18,000 tonnes—(COB) 

M/s Chowgule Engineering Co. Pvt. Ltd; Chowgule House, 
Marmugao Harbour, Goa. (Margao Ponda Road, Loutulim, 
Goa)—Iron & Steel Structural Fabrication—166 tonnes 
on the basis of maximum utilisation of Plant & Machinery 
-(COB) 

M/s Ennore Steel Enterprises Pvt. Ltd; 25/26, Kummalam- 
men Koil Street, Tondiarpet, Madras. (Madras—Tamilnadu) 
—Mild Steel Ingots; Electrode quality carbon steels: Forg¬ 
ing quality carbon steels; Cold heading quality carbon 
steels: etc.—7,000 tonnes. Re-rolled products, viz. Bars, 
Flats, Light 8c Medium Structurals and Wire Rods of above 
qualities of steel—6,800 tonnes—(COB) 

M/s The Indian Mechanisation & Allied Products Ltd; 

6—Hastings Street, Calcutta-]. (Durgapur—West Bengal) 

—Steel Forgings—904 tonnes—(COB) 

M/s Fashion Prints Ltd; Laxmi Building, 6—S ; V. Marg. 
Bombay. (Bhandup—Maharashtra)—C. I. Castings—1,250 
tonnes.—-(COB) 

Fuels 

M/s National Oxygen Ltd; 5/1—E, Kellys Road, (Behind) 
Kilpauk. Tel. Exchange), Madras. (Chingleput—Tamil Nadu) 
—Oxygen Gas—1 mill. C. Metres. D/Acetylene Gas—0.2 
mill CM—(NU) 

M/s Singareni Collieries Co. Ltd; Kottagudam Collieries 
P. O., Kammam Distt. (Khammam—Andhra Pradesh) 
—Coat—10 mill tonnes—(SE) 

Electrical Equipment 

M/s Sree Thirumalai Electronics Pvt. Ltd; R. Muthu 

1403 


Goundcr’s Colony, Harpur, Dharmapuri, Tamil Nadu, 
(Dharmapur, Tamil Nadu)—Metaliised/Plain Plastic Film 
Capacitors—10 M nos—(NU) 

Shri T. M. Rama Iyengar, “Nayak”, 40—Chambers Road, 
Madras.—(Salem, Tamil Nadu)—Lamp Caps—60 mill pcs 
—(NU) 

M/s Electronic Corpn of India Ltd; Industrial Dev. 
Area, Cherlapalli, Hyderabad. (Hyderabad—Andhra 
Pradesh)—25 MHZ Rectangular CRT’s—250 nos. 50—100 
MHZ Rectangular CRT’s—250 nos—(NA) 

M/s Jyoti Ltd; Industrial Area, P. O. Chemical Indus., 
Baroda. (Baroda—Gujarat)—Generators—1,53,600 KW 
for ranges upto 6.000 KW-(SE) 

M/s Chemicoat Limited, Kalali Road, Atladra, Baroda. 
(Baroda—Gujarat)—Metallised Polyester Film for the manu¬ 
facture of Capacitors—15 tonnes—(NA) 

M/s Conway Semiconductor (India) Limited, Mini Com¬ 
merce House, 2-B, Ganesh Chandra Avenue, Calcutta. 
(Calcutta—West Bengal)—Epoxy Circle Pin Transistor— 
240 lakh pcs. 20 to—92 Package Transistor—480 lakh pcs. 
Dual-in-line Package (Transistor—PDLP)—240 lakh pcs 
-(NU) 

M/s Controls 8c Switchgear Co. (P) Ltd: 222, Okhla 
Industrial Estates, Phase-111, New Delhi .(Shahibabad—UP) 
—Motor Starters—50,000 nos. Contactors: (a) Air Break 
Contactors with overload Ralays upto Amps—30,000 nos 
(b) upto 45 Amps—10,000 nos. (c) upto 80 Amps—5,000 
nos (d) 125 Amps—3000 nos Bush Buttons (Flame Proof 
type only)—10,000 nos Pilot Lamps (Explosion Proof tspe 
onlyF—10,000 nos. Relays (except Print & Reed Relays) 
Multi Contact Electro magnetic Relays both AC & DC 
Types switching current rating unto 20 Amps—50.000 nos 
Pneumatic Time Relays including programmer type Relays 
—25,000 nos—Rs 40 lakhs—(NU) 

M/s Electra (India) Ltd; Industrial Area, Pratapur, 
Meerut. (Mceml—U. P.)—Transformers upto 33 KV 
—3,00,000 KVA pa.—(SE) 

M/sSylvania & Laxman Ltd; 68/2, Najafgarh Road, 
New Delhi (New Delhi)—Fluorescent Powders - 60 tonnes. 
-(NA) 

M/s Madhya PradeshVidut Yantra Ltd; Post Bag 300, 
403, Golbazar, Jabalpur (Jabalpur—Madhya Pradesh)— 
Distribution Transformers upto 1600 KVA—400MVA— 
(SE) 

M/s Jyoti Limited, P. O. Chemical Industries, Baroda. 
(Baroda—Gujarat)—Hydro electric Generating Sets upto 
5,000 KW— 12,600 KVA—(SE) 

Transportation 

M/s U. P. Instruments Ltd; Post Bag No. 153, Aish Bagh 

Road, Lucknow. (Lucknow— U. P.)—Speedometers 

1,00,000 nos.—(NA) 

M/s Purolatcr India Ltd; Hauz Khas, P. O. Yusuf Sarai, 
New Delhi. (Solan, Himachal Pradesh)—Large Filter 
Elemenel & End Disc Filter Elements—12.90 lakh nos 
p a.—(Shifting) 

M/s Chowgule Engg. Co. (P) Ltd; Chowgule House, 
Morgngao Harbour, Goa. (Margao, Ponda Road—Goa)— 
Accessories & Components for Sea Going Vessels upto 
1000 DWT—(COB) 

Industrial Machinery 

M/s Lipi Boilers Pvt. Ltd; 16-Phatak Baug, Navi Path, 
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Poona-30. (Anrangabad—Maha rashtra)—Fackage/M'odular 
Water Tube Boilers upto 40 tonnes per hour capacity—-36 
nos Boilers 4k Auxiliaries—Rs ICO lakh p a.<— (NU) 

M/s Mining & Ailled Machinery Corporation Ltd; P. O. 
Durgapur Burdwan. (Durgapur—West, Bengal)—Coal 
Preparation Plant Equipment viz Belt Conveyors/Apron/ 
Belt/Blade Feeders/Pumps/Structures/Geai Boxes/Cyclones 
and Sieve Bonds—Coal preperation Plant upto 1,600 
TPH. Two Complete Plants in three years—iNA) 

M/s New Standard Engg Co. Ltd; NSE Estate. Goregaon 
East, Bombay. (Bombay—Maharashtra)—Moulding 

Machines & Sand Slingers: Capacity will be fixed after 
watching the actual production for each item of manufac¬ 
ture for 2 years—(NA) 

M/s Swastik Textile Trading Co. Pvt. Ltd; Motilal 
Hirabhai Market, Railwaypura Post. Ahmedabad. (Ahmeda- 
bad—Gujarat)—Polimcrising Machine—8 units Felt 
Calender Combination— New Articles : 6 units Texsct Felt 
Finishing 4k Shrinking Range—6 units—(SE/NA) 

M/s National Machinery Manufactures Ltd; Nariman 
Point, Bombay- (Thana—Maharashtra)—Combers (inclusive 
of Lap formers)—60 nos—(NA) 

M/s Turner Hoare & Co. Ltd; Gateway Building, Apollo 
Bunder, Bombay. (Bombay—Maharashtra)—Vibroscrecns 
—60 nos—(NA) 


Machine Tools 

M/s Fine Measure Instruments Ltd; Plot No. 10-C, 115, 
Mowbray's Road, Madras. (Adiyar—Tamil Nadu)—Vernier 
Calipers—25,000 nos. Micrometere—25,000 nos etc. etc. 
-(NU) 

M/s Bharat Radiators Pvt. Ltd; Dr. G. Deshmukh marg, 
Bombay-26. (Bombay—Maharashtra)—Fin Machines; Tube 
Machine; Co-e Assembly Jig; Core Squaring Fixture; End 
Dipping Pot; Baking Oven; Washing & Testing Tanks;Press 
Tools (Ten Sets p a.—(NA) 

Earth Moving Machinery 

M/s Precision Drilling Equipments (India) Pvt. Ltd; 
K-55, Connaught Circus, New Delhi. (Delhi—Shahadra, 
Delhi)—Rock Roller Bits—3,000 nos p a.-(NU) 

Engineering Industries 

M/s Accumeasures Punjab Ltd; Mohali, Distt. Rupar, 
Punjab. (Rupar—Punjab)—Vernier Calipers—25,000 nos. 
External Micrometers—35,000 nos. Micrometers with depth 
gauges—4,000 nos. Vernier Depth Gauges—20,000 nos. 
Vernier Height Gauges—2,000 nos Beval Protractors—5,000 
nos. Combination-Squares—2,000 nos. Inside Micrometers 
—4,000 nos—(NU) 

M/s Dagger Forst Tools Ltd; First Pokhran Road, Thana. 
(Thana—Maharashtra)—Metal Slitiing Swas—20,000 Num¬ 
bers— (NA) 

M/s Plastics & Allied Products, 93-B, Cooperative 
Industrial Estate, Govind Nagar, Kanpur. (Kanpur—U. P.) 
—Rigid Polyurelhene Foam Laminates—16.59 Lakh Sq. 
Metres—(NU) 

M/s Sandvik Asia Ltd; Bombay-Poona-Road, 
Poona-12. (Poona—Maharashtra)—Tungsten Carbide 

Products including integral Rock Drill Steels, Bits, Detach¬ 
able Bits, Extension Drill, Steel Equipment. Inserts, Tips, 


Dies Nibs, £$uda nmd-, mber s-appUcationw-l50tonnes*' 
Tools—TC TIppf»y—6,SO,OOO pCs Sandvik Coromant Tools, 
Milling Cutters, Carbide Burrs, Scrapers, Wear Resisting 
parts and Twist Drills and other similar; products—Rl 300 
lakhs Hydrogen Gas (80% captive use)—1,250,000 m3. 
-(SE) 

•In addition, arc allowed to' manufacture Tungsten 
Carbide Products with ah additional' capacity per annum 
of 100 (one hundred) tonnes exclusively for meeting; the 
Defence requirements. ' 

M/s National Meulding Co. Ltd; Plastic Moulders 4k 
Fabricators, 26, Upper Chit pur Rd.;. Calcutta-7. (Belur, 
Howrah—West Bengal)—Plastic Injection Moulded Goods 
—183 tonnes p a.—(COB) 

M/s Indian Farmers Fertilizer Cooperative Ltd; N-l 1, 
South Extension Parl-1, New Delhi. (Phulpur, 

U. P.)—Urea-4,95,003 tonnes-(NU) 


Chemicals 

M/s Kerala Acids & Chemicals Ltd; Mcfkkapuzha, 
P. O., Kerala. (Edayar, Alwaye—Kerala)—Formic Acid— 
1,200 tonnes. Sodium Sulphate as bye-product—1,500 tonnes 
-(NU) 

M/s Volrho Limited, 87- D, Rashtrapati Road, 
Secunderabad. (Medak—Andhra Pradesh)—Phosulone 
Technical and its formulations—1,000 tonnes—(NU) 

M/s Kalali Chemicals Pvt. Ltd; 635, Kalali Road, Atladra, 
Boroda. (Baroda—Gujarat)—Sodium Hydrosulphite—600 
tonr.es Sulphur Dioxide (for captive consumption only)— 
630 tonnes—(NU)' 

M/s South India Viscose Ltd; Race Course, Coimbatore. 
(Coimbatore--Tamil Nadu)—Polynosic Type of Staple 
Fibre—7,000 tonnes—(SE) 

M/s Dlirangadhra Chemical Works Ltd: (Nirmal) 3rd 
Floor, 241, Backbay Reclamation, Nariman Point, 
Bombay. (Dhrangadhra, Zalawad, Gujarat)—Soda Ash— 
65,000 tonnes-—(SE) 

M/s The Western India Plywood Ltd; Mill Road, 
P. O. Baliapatam, Can nan ore, Kerala. (Kerala)—Diallyl 
Phthalate Resitis-^OO tonnes ~(NA) 

M/s Wood Polymer Ltd; Mahatma Gadnhi Road, 
Bilimora. (Bilimora—Gujarat)—Plastic Laminates (Decora¬ 
tive & Industrial)—980 tonnes—(COB) 

Drugs and Pharmaceuticals 

M/s Indian Drugs & Pharmaceuticals Ltd; N-12, South 
Extension, Part-1, Ring Road, New Delhi. (Hyderabad— 
Andhra Pradesh)—Chloropropamido—15 tonnes. 
Metronidazole—30 tonnes. Phthalyl Sulphathiazole—100 
tonnes—(NA) 

M/s Ranbaxy Laboratories (P) Ltd; Okhla, New Delhi - 
(Delhi)—Formulations based on:—Erythromycin Corres¬ 
ponding to the basic Drug Content of—1,500 Kgs. 
Lincomycin Corresponding to the basic drug constant to— 
1,000 Kgs.—(NA) 

M/s Synthetic Drugs Plant, Indian Drugs &. Pharmaceu¬ 
ticals Ltd; N-12, South Extension-I, New Delhi. (Hyderabad— 
Andhra Pradesh)—Sulphadimidine & its Salts—1000 tonnes. 
Sulphacetamide & its Salts.—80 tonnes Sulphamethizole.— 
12 tonnes. Barbiturates (Phenobarbitone& SodiumPhenobar 
Bitone)—30 tonnes. Phcnacetin—400 tonnes, Analgin—400 
tonnes. Piperazine & its Salts—115 tonnes. Vitamin B 1 4k 
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>$erivAt§#s-~l2Q’ tonnes, * Folic Add—7.5 tonr.es. 
Sodium PA5#400 tonnes. Vitamin B 2 ft Ribo Flavine 5 
Phosphate Sodium—24 tonnes—(SE) 

M/s* Ranbaxy Laboratories Ltd; Okhla, New Delhi. 
(Ropar—Punjab)—rAmpicHlin Trihydrate based on 6 APA—5 
tdnpes^A) 

_ M/aHoechst Pharmaceuticals Ltd; Dugal House, Backbay 
Redamation, Bombay. (Mulund, Bombay—Maharashtra)— 
CUybeoclamide— 2P0 Kgs. Piperidine Ethyl Chlorine Hcl.—l 
tonnes—(NA) 

Textile* 

' M/sVffcas Corporation, 23, Kolsa Street, Trustee Build¬ 
ing. I4t Floor, Pjuhonie, Bombay. (Tarapur-Maharashtra)— 
Synthetic Yarn, Knitted Fabrics—4 Warp Knitting Mac¬ 
ros corresponding to a total consumption of fO tonnes of 
Caprofaetum or 40 tonnes of DMT.—(NAN) 

M/s Palani Andavar Spinners, 119, C.K. Road, 
Udamalpet, Coimbatore. (Coimbatore-Tamil Nadu)— 
Cotton Yam—6,000 spindles & 4 looms (in the range of 
2$ and 20s single as well as folded) suitable for b : cycle tyre 
cord, canvas, mdstritil belts, tryre cord and fabric—(NH) 
M/s The.,Coimbatore Pioneer Mills Ltd; P«.elamedu, 
Coimbatore. (Coimbatore—Tamil Nadu)—Yam & Fabric 
Processing.—30 million squaremctres— (NA) 

M/s The Podar Mills Ltd; Podar Chambers, S.A. Brelvi 
Road, Bombay.. (Bombay—Maharashtra)—Processing of 
Cottonft Synthetic Fabrics—144.86 million metres—(SE) 

M/s Gravatex Ltd; Niranjin, 99-Marine Drive, Bombay. 
(Bonibay-Maharashtra)—Processing of Textiles—1,04, 2 *,592 
metres. Printing of Textiles—8,40,394 metres. Garments 
(Printing)—45,445 metres and Lamination—61,865 metres— 
(COB) 

M/s Ggrware Fabrics Ltd; Chander Mukhi, Nariman 
Point, Bombay. (Pune, Maharashtra)—Artsilk Fabrics—50 
powerlooms—(NU) 

M/s M.J. Woollens Pvt. Ltd. 81/92, GIDC Industrial 
Estate, Kalol, Panchmahal. (Panchmahal, Gujarat)--Shoddy 
Yarn (other than worsted & Woollen)—880 shoddy spindles. 
Shoddy Woollen Blankets—12 woollen powerlooms—<NU) 
M/s' Mehra Silk Mills Ltd; Banktesh Bhuvan, Mir/a 
Street, Bombay. (Bilimora—Gujarat)—Art silk Fabrics—30 
powerlooms—(COB) ' 

M/s Radha Silk Mills (P) Ltd; 5-Badrikeshwar, 82, 
Marine Drive, Bombay. (Bombay—Maharashtra)—Artsi Ik 
Fabrics—100 powerlooms—(COB) 

Paper and Pulp 

M/s. Papyrus Papers Ltd; 4-India Exchange Place, 
Calcutta~(Nadia—west Bengal)—Wrapping & Packing 
Paper—6,000 tonnes—(NU) 

M/S Bhadrachslam Paper Boards Ltd; Sarojini Devi Road, 
Secunderabad.(Khamman—Andhra Pradesh)—Pulp—50,000 
tonnes* Paper Board—30,000 tonnes. Writing & Printing 
Paper.—20,000 tonnes—(NU) 

M/s. industrial Oxygen Co. Pvt. Ltd; A-6-A-41, Connaught 
Place, New Delhi. (Kota—Rajasthan)—Writing ft Printing 
Paper—9,000 tonnes—(NU) 

; Food Processing Industries 

M/s Aurofood Pvt. Ltd; P.O. Auroville, Pondicherry. 


(South Arcot—Tamilnadu)—Infant Milk Food—2,500 tonnes. 
Malted Milk Food—1,500 tonnes—(NA) 

M/s Punjab Dairy Development Corporation Ltd; 
Showroom No. 14-A, Madhya Marg, Scctor-7C, Chandi¬ 
garh. (Bhatinda—Punjab)—Skimmed Milk Powder—1,642 
tonnes—(SE) 

M/s Haryana Dairy Development Corporation Ltd; S.C.O. 
Nos. 6 ft 7, Sector-l/B, Chandigarh. (Rohtak—Haryana)— 
Skim Milk Powder—100 tonnes. Whole Milk Powder—500 
tonnes—(NU) 

M/s Punjab Dairy Development Corpn. Ltd; Madhya 
Marg, Sector-7C, Chandigarh. (Ludhiana—Punjab)— 
Skimmed Milk Powder—1,642 tonnes.—(SE) 

M/s Chandrapur Roller Flour Mills, C/o Shri Inder 
Mohn Sharma, Ved Bhavan, Bagadganj, Nagpur—(Chandra¬ 
pur—Maharashtra)—Maize Products—30.000 tonnes—(NU) 
M/s Dcmpo Dairy Industries Limited, Dempo House, 
Campal, Panaji. (Bijapur—Karnataka)—Whole Milk Powder 
—850 tonnes. Infant Food—450 tonnes. Skimmed Milk 
Powder—600 tonnes. Weaning Food—180 tonnes—(NU) 
M/s Manipur Janata Flour Mills, Singjamei, Chinga 
Methak, Imphal. (Imphal West—Manipur)—Atta, Maida 
& Suji)—-36,000 tonnes—(NU) 

Sh. N.Y. Shilla, Panaliar, P.O. Jowai, Jaintia Hills, 
Meghalaya. (Khasi Hills—Meghalaya)—Wheat Prcdutts. 
(Maida, Rawa, Suji, Atta and Bran)—18,000 tonnes—(NU) 

Rubber Goods 

M/s J.K. Industries Ltd; 7-Council House Street, Calcutta. 
(Udaipur—Rajasthan)—Camel Back, Vulcanising Solution 
Tyre ft Tube repairing materials—3,000 tonnes—(NA) 

Leather ft Leather Goods 

M/s T. Abdul Wahid Tanneries Pvt. Ltd; 19. Vepery High 
Road, Periamet Madras. (North Arcot—Tamil Nadu)— 
Finished Leather—30,00,000 Prieces p.a—(NU) 

M/s Alam Tannery, P-17, New C.I.T. Road, Calcutta. 
(Calcutta—West Bengal)—Wet Blue Chrome Tanned Goat 
Skins—4,30 lakh nos. Wet Blue Chrome Tanned Cow Hides 
—40,000 nos. Finished Leather from Goat Skins--2 lakh 
nos. Finished Leather from Cow/BufT Hides—0.15 lakh nos. 
—(COB) 

letters of Intent 

Metallurgical Industries (Ferrous) 

Dr. R.V. Tamhankar, Chairman ft Mg. Dir; Mishra 
Dhatu NigamLtd; Hyderabad. [Hyderabad (E)—A-Pradesh) 
—Nickel & Cobalt base Super-Alloys—200 tonnes. High 
Strengthft High Temperatuie Iron base Alloys—515 tonnes. 
Nickel ft Nickel Alloys—100 tonnes. Controlled Expansion 
Alloys—210 tonnes. Thermocouple Alloys—10 tonnes. 
Hearing Element ft Resistance Alloys—200 tonnes. Bimetals 
—SO tonnes Soft Magnetic Alloys—204 tonnes. High Purity 
Iron—1000 tonnes. Special Permanent Magnet Alloys—50 
tonnes. Tungsten ft Molybdenum Products—10 tonnes. 
Titanium ft Titanium Alloys—200 tonnes. Total: 2,749 
tonnes. Additional Products: Cores ft Laminations—10 
tonnes. Welded Tubes (I.D—6 to mm)—20 tonnes—(NU) 
Shri K.L. Sharma, 301, Seva Sadan, Central Avenue, 
Nagpur. (Dhanda—Maharashtra)—High Tensile Vachir c 
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Screws; Socket Head Cap Screws, Hex. Head Bolts, - Self 
Tapping Screws and Counter Sink Scrsws—1,000 tonnes 
-(NU) 

M/s Kirloskar Oil Engines Ltd; LaxnSanrao Kirloskar 
Road, Kirkee—Poona. (Ratnagiri—Maharwhtra)—Pig iron 
(for captive use only)—60,000 tonnes. r Grey ft Alloy Iron 
Castings (for Automotive use)—60,000tonnes—(NU) 

M/s Kangsabati Steel Plant Ltd; 21-A, Shakespeare Sarani, 
Calcutta-17. (Burdwan—West Bengal)—Structurals, Bars ft 
Sections—14,400 tonnes. M.S. Ingots—11,000 tonnes—(HU) 
M/s Hein Lehmann (India) Ltd; 14/7, Mathura Road, 
Faridabad. (Faridabad—Haryana)—Stainless Steel Wires in 
the range of 28 SWC and thinner—150 tonnes—(NA) 

Electrical Equipment 

M/s Global Cables Pvt. Ltd;B-9/l, MI DC Industial Area, 
Talojja, Kolaba. (Kandla—Gujarat)—PVC insulated copper 
aluminium conductored power and control cables—2232 
K.M—(NU) 

M/s Devidayal Electronics ft Wires Ltd; Gupta Mills 
Estate, Reay Road, Bombay. (Bangalore—Karnataka)— 
Cassette/Cartridge Drives—100 Numbers Alpha-Numeric 
Display Terminals—100 nos—(NA) 

Shri Anand Mohan Agarwala, '‘Sheet Niwas”, 1062. 
Dharampeth Extn., Nagpur. (Maharashtra)—Date Entry/ 
Systems—50 nos. Cassette/Catridge Drives—100 nos—(NU) 
M/s Ramsay Electronics Pvt. Ltd; 11-27, Instronics 
Campus, Madras. (Hosur, Dharmapuri, Tamilnadu)— 
Carbon Film Resistors—50 mill. nos. Metal Film/Metal- 
Oxide Film Resistors—10 mill nos. Carbon Brack Potentio¬ 
meters—1. mill. nos. Cerment Potentiometers—0.5 mill, nos 
—(NU) 

M/s Kerala State Electronics Development Corpn. Ltd; 
Keltron House, Vellayambalam, Trivandrum. (Kerala)—I/O 
Writer—100 nos. Floppy Disc Drives—50 nos. Cassette/ 
Cartridge Drives—100 nos. Magnetic Card Reader—300 nos. 
Alpha-Numeric Display—Terminals—100 nos. 

Transportation 

M/s Rasik Brass Industries, Bipin Kunj, Behind Parsi, 
Agiary, Near Town Hall, Jamnagar. (Kandla—Gujarat)— 
Brass Bicylce Tube Valves & all kinds of brass parts.—60 
lakh nos.—(NU) 

Industrial Machinery 

M/s Vijay Tanks ft Vessels Pvt. Ltd; 93, L.B. Shastri 
Mara, Mulund (W), Bombay. (Bombay,—Maharashtra)— 
Hatch Covers for Ships—20 Sets—(NA) 

M/s T. Maneklal Manufacturing Co. Ltd; Vaswani 
Mansions, Dinshaw Vachha Road, Bombay. (Vatva, Ahmeda- 
bad—Gujarat)—Rotary Screen Printing Plant consisting 
of:—(a) Rotary Screen Printing Machines; (b) Sample 
Printer;(c) Screen Washing Arrangement; (d) Colour Pipe 
Washing Arrangement; (e) Colour Kitchen Equipments ft 
Accessories : 3 nos. Long Table Printing Equipment— 
3 nos. Flat Screen Printing Machine—4 nos. Rotary 
Screen Manufacturing Equipment both for Galvanc ana 
Lacquer Screen—3 nos—(NA) 

M/s K.C. Khosla ft Co. Pvt. Ltd; 1-Deshbandhu Gupta 
Road, New Delhi. (Batlabgarh—Haryana)—Screw type Air 
Compressors—450 nos—(NA) 


M/s Voltai Limiied, 19j Otftn Road. Ballard Estate, 
Bombay-1. fHiaha—Maharashtrsh—Water PoUuttou Cmdrol m 
Equipment ft Systems—Rs ;>0 Crotes-i(NA) * ; . ■ 

Engineering Wuatrier 

Shri P.K. Baliga. c/o M/s B.I.M. Services (P) Ltd; First 
Floor, Syndicate Bank Building, Gandhinagar, Bangalore. 
(Bangalore—Karnataka)—Ooth/Paper ft Polyethylene 
Metal/Barrier Heat Saleable' Laminates—4.3. Mitt. Metres. 
-(NU). 

Industrial Instrmnente 

M/s Best ft Crompton Eagg. Ltd; 13/15, North Bench 
Road, Madras.. (Madras—Tamil Nadu)—On/Oiff Service 
Type ‘A’ Rot ark Valve Actuators—1,600 nos—(NA). . 

Dr. H.N. Nanjundia, “SUMANA”, 19 Mahant Layout, 
Bangalore. (Bangalore—Karnataka) — Watch Jewels — 
60,000,00 nos. (Sixty Lakhs)—(NU). 

Chemicals 

M/s Kandla Ferned Mica Pvt. Ltd; 6-Bharat House, 104, 
Apollo Street, Bombay. (Kandla—Gujarat)—Mica Powder 
of very fine Mesh by wet process for specific requirement 
during the first stage and Micanite production subsequently— 
2.5C0 M.T.—(NU). 

M/s Bengal Chemical ft Pharmaceutical Works Ltd; 164, 
Maniktala Main Road, Calcutta. (24-Parganas. West Bengal) 

—Basic Chrome Salt (with the help of sodium Bichromate to 
be produced in your own factory)—2,310 MT—(SE)- . 

M/s Coromandel Fertilizers Ltd; 126. Sarojini Devi Road, 
Secunderabad. (Visakhapatnam—Andhra Pradesh)—Alu¬ 
minium Fluoride—3,450 tonnes—(NA). 

M/s Garware Synthetic Bristle Pvt. Ltd; 135, Dr. Annie 
Besant Road, Worli, Bombay. (Greater Bombay—Mahara¬ 
shtra)—Polyester Monofilament (Bristles)—180 tonnes. 
Polyp-opylene Monofilament (Bristles)—180 tonnes—(NA); 

M/s Modi Spinning ft Weaving Mills Co. Ltd; Modi 
Nagur, U.P. (Bhatinda—Punjab)—Stable Bleaching Powder 
—6,000 tonnes. Calcium Hyprochlorite—6,600 tonnes— 
(NA). 

M/s Bongaigaon Refinery ft Petrochemicals Ltd; P.O. 
Bongaigaon, Goal para. (Goalpara—Assam) — Polyester 
Staple Fibre—20,000 tonnes. Methanol as Bye-Produet— 
7,000 tonnes—(UN). 

Shri J. Bhusan. M/s Indo-US International Ltd; 37, 
Lavisla Villa, Hillandale Road, Green Ville, S.C. 29609 
(803) 235-3357 USA. (Maharashtra)—Suit Cases (ABS and 
Polypropylene)—1,95,000 peoes—(NU). 

M/s Jain Brothers, Jain Bhavan, Hauz Qazi, Delhi. 
(Sikandrabad—U.P.)—Linter Pulp—2,000 tonnes. Cupramo- 
nium Yarn—2,000 tonnes. Ammonium Sulphate— 5,000 
tonnes—(NU). 

Shri H.L. Poorswani, Mg. Dir., M/s United Oxygen Com* 
pany (P) Ltd; 52, Meera Society, 39, Shankarseth Road, 
Poona. (Bangalore—Karnataka)—Oxygen—1 MCM Df 
Acetylene—0.20 MCM. Nitrogen- 0.30 MCM—(SE). 

. M/s Synthetics ft Chemicals Ltd; 7-Jamshedji Tata Rd; 
Bombay-2. (Bareilly—U.P.>—Acetone—6,000 M. Tonnes— 
(NA). 

M/s Fertiliser Corpn. of India Ltd;. (Sindri Unit), F-43, 
South Extension Area, Part-1, New Delhi. (Dhaabad— Bihar) 
—Sodium Eexameta Phosphate—900 tonnes— (NA). 
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Drugs ft Pharmaceuticals 

M/ft Smith, Stanistreet ft Co, L(d; Authorised Controller, 
M/s Indian Drugs ft Pharmaceuticals Ltd; N-12. South Extn. 
Part-I, New Delhi. (Calcutta—West Bengal) Capsules:— Oxy- 
tetracycline I.P. 230 rag. 10.00 million nos- Tetracycline IP. 
250 mg. 3.00 million nos—Chloramphenicol i.P. 250 mg. 
4.00 million nos—Chloramphenicol I.P. 125 mg. 4.00 million 
nos—Ampicillin N F. 1*11 250 mg. 4.00 million nos—Do'y- 
cycline B.P. 100 mg. 400 million nos—Cloxacillin B.P. 25) 
mg. 5 00 million nos—Streptomycine with Chloramphenicol 
125 mg. each 6.00 million nos. Tablets : Tetracycline 500 
mg. 1.00 million mos—Lactoflora (Lactabacillus—100 million 
spores). 50.00 million nos—Polyvitamin. Therapeutic N.F. 
I-II 30,00 million nos—Vitamin B. Complex with Vitamin 
C and Folic Acid Therapeutic N.F. 1-11. 30.00 million nos 
Analgin USSR 50.00 million nos—Erythromycin Stearate 
USP 250 mg. 5.00 million nos—Telbutamide Tablets I.P. 500 
mg 7.00 million nos—Griseofulvin USP. 125 ing. 7.00 million 
nos. Oral Suspensions : Tetracycline Suspension 125 mg. per 
5 ml. litres 10,000 litres. Tetracycline Drops 100 mg. per 
ml.—5 ml. litres. 1,000 litres. Chloramphenicol Ester Syrup 
10 mg. per 5 ml. litres. 5.000 litres, fnjertablex : Erythrolate 
I.M. 50 mg. per ml. (Erythromycin) Propionate Intra¬ 
muscular 2 ml. Ampules. 127 millions. Analgin Intra¬ 
muscular 2 ml. Ampules 3 millions. Analgin Intra¬ 
muscular 30 ml. Vials 1 millions nos. Oxytetraeycline Intra¬ 
muscular 50 mg. per ml.—2 ml. Ampules 2 millions nos. 
Oxytetraeycline Intra-muscular 50 mg. per ml.— 10 ml. Vial 
1 million nos. Ointments & Creams : Oxytetraeycline. 
Ophthalmic Ointment 10 mgs. per Cim. 3.5 gm. Tube. 
10,000 Kgs. Nitrofurazonc Ointment U.2"„ 40,000 Kgs. - 
(NA) 

M/s Unichem Laboratories Ltd; Prabliat Estate, S.V. 
Road, Jogeshwari (West), Bombay. (Ghaziabad--UP) 
Various Ointments & Tube Containing lodochloro- 
hydroxyquinoline; lodochlorohydroxyquinoline with Triam¬ 
cinolone Acetonide; Neomycin Triamcinolone; The 
capacities of the ubo\c ointments tubes in terms of Bulk 
Drugs required will be as under: Triamcinolone Acetonide 
—7.56 Kgs. p.a. Neomycin Sulphate—20.7 Kgs. p.a. lodo- 
Chloro-Hydroxy-Quinnlinc- -230 Kgs. p a —(NA). 

M/s Raptakos Brett & Co. Ltd. 47, Dr. Annie 
Besant Road, Worli, Bombay. (Thana—Maharashtra) — 
Nitrofurantoin (Christallinc)- 2 tonnes. Metronida/olc 
— 2 tonnes. Plvmyl Bu'azonc 10 tonnes. (NA) 

Textiles 

M/s Mysore State Industrial Inves’inent and Development 
Corporation Ltd; 36. Cunningham Road, Bangalore. 
(Mysore—Karnataka) -Worsted Yarn- 2,000 Worsted 
spindles (NU). 

M/s Garish Woollen Mills, A-49, Friends Colony, New 
Delhi. (Sikandrabad. Bulandshahr,—Uttar Pradesh)- • 
Shoddy Yarn—600 Shoddy Spindles-(NU). 

Paper and Pulp 

M/s Punjab State Industrial Corporation Ltd; S CO, 
54, 55 & 56, Scctor-17A, P. Box No. 81, Chandigarh. 
(Hoshiarpur— Punjab)- M.F. & M.G. Varieties of Papers. 
i,e. Printing, Writing,, Packing & Wrapping Papers—9,0(0 

tonnes-MNU). 

Shri N. K. Dabriwala, A-1, 1 34, Safdarjung Enclave, New 


Delhi.: (K&rnal ~Haryana) —Unbleached Paper-9,000 tonnes 
—(NU). 

M/s Southern Steel Limited, Moula Ali, Hyderabad. 
(Mysore- Karnataka)—Duplex Board & Wrapping Paper 

- -9,000 tonnes—(NU). 

M/s Nuchem Plastics Ltd; Project Division, 903, Akash- 
deep Buildings, Barakhamba Road, New Delhi. (Bilaspur- 
Madhya Pradesh) -Sulphite Pulp 5250 tonnes—(NU). 

Food Processing Industries 

M/s Poona District Cooperative Milk Producers' Federation 
Linked, 1885, Sadashivpclh, Poona. (Poona Maharashtra) 

---Whole Milk Powder, Skim Milk Powder —1,000 tonnes. 

- (NU). 

M/s Sundatta Foods & Fibres Ltd; Karwar Road, Hubli. 
(Chitradurga- -Karnataka)—Maize Rawa/Sooji- 18,000 
tonnes. Maize Flour - 4,500 tonnes. Mai/e Germ- 1,800 
tonnes. Olfals—3,300 tonnes. Bran 2,400 tonnes—(NA) 
M/s Punjab State Cooperative Supply & Market* ing 
Federation Ltd; P.B. 67, Sector 17-F, Chm.digarh. (Jullun- 
dur- Punjab)- Mai/c Starch -5,400 tonnes. Dextrine 900 
tonnes. Dextrose -3,000 tonnes. Cattlcfecd Bran 3,030 
tonnes. Steep Liquor 975 tonnes. Gum Od 420 tonnes 
-~(NU). 

M/s Anant Starch Pioduds Ltd: 473, Sakhar Petli, 
Sholapur-2. (Sholapur Maharashtra) Maize Starch 
9,000 tonnes. Germs—1,200 tonnes. Steep Water 975 
tonnes. Gluton/Fibres 2,325 tonne?—(NU). 

M/s Maize Products, Prop: Sayaji Mills Ltd; P.O. Kalh- 
wada-Mai/e Products, Ahmedabud. (Ahinedabad—Gt jarat 
Anhydrous Dextrose—2,000 tonnes (SE) 

Rubber Goads 

M/s Piemier T>rcs Ltd; Merchant Chamber, 41-Sir 
Vithaldas Thackersey Marg, Bombay. (Alwaye, Ernakulam 
Kerala) - Steel Cord Belling- 660 tonnes (20,000 Metres). 
Textile Reinforced Belting 1,000 tonnes (1,20,000 Metres) 

- (NA) 

M/s Premier Tyres Ltd; Merchant Chamber, 41-Sir 
Vithaldas Thackerscy Marg, Bombay. (Alwaye, Ernakulam— 
Kerala) Fan & V-Bdts 5 lakhs nos. (NA). 

Cement & Gypsum Products 

M/s The Associated Cement Companies Limited, “Cement 
House”, 121, Maharshi Karvc Road, Bombay. (Bilaspur— 
Himachal Pradesh)--Portland Cement 4 lakh tonnes. 
(NU) 

Shri LK. Kejriwal, 12/1, Aliporc Park Road, Calcutta-27. 
(Bihar) Asbeslo Cement Compressed Sheets- 18,000 
tonnes- (NU) 

Shri Vinod Kumar Jain, 25, Friends Colony (W). New 
Delhi (Jagadhri, Haryana)- Portland Cement- 30,000 
tonnes—(NU) 

Dr. R.N. Jain, 14-Aliporc Road. Delhi. (Dehradun, IJ.P.) 
—Portland Ccnunt 30,000 tonnes (NU). 

Change in Names of Owners or Undertakings 

(Information pertains to particular licences only) 

M/s Lai Woollen & Silk Mills, Amritsar to M/s Lai 
Woollen & Silk Mills Pvt. Ltd., Amritsar. 
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Licences Revoked, Surrendered, Lapsed 
or Cancelled 

(Information pertains to particular licences only) 

M/s The Meghalaya Industrial Development Corpn. Ltd, 
Shillong—-Wheat Products. (Cancelled) 

M/s Sitaram Textiles Ltd; Trichur, (Kerala)—48-Auto- 
looms. (Cancelled) 

M/s DELCO Electronics Ltd; 29, Netaji Subhash Road, 
New Delhi—Tape Recorders. (Revoked) 

M/s. Power Tools & Appliances Co. Ltd: 165, Kasba 
Road, Calcutta—Milling Machines (Revoked). 

Letters of Intent Rejected, Cancelled 
or Lapsed 

(Information pertains to particular letters of intent only) 

Shri Balbir Sing, M/s Saradent (P) Ltd; 189, Golf Links, 
New D;lhi—Dental Burs. Dental Components & Equip¬ 
ment. (Cancelled) 

Shri P.N. Annamalai, B-10, Fairlands, Salem—Furfural. 
(Lapsed) 

M/s Haldyn Glass Works Pvt. Ltd; Off: Western Express 
Highway. Bombay—Glass Containers. (Lapsed) 

M/s Miniature Bulb Indus. (India) Pvt. Ltd; Dehra Dun— 
Halogen Lamps. (Lapsed) 

Shri R. N. Seth, Old Employment Exchange, Gurgaon, 
Haryana—Industrial Gases. (Lapsed) 

M/s Juggiial Kamlapat Jute Mills Co. Ltd; Kamla Tower, 
Kanpur—Portland Po^olana Cement. (Cancelled) 

M/s Haldyn Glass Works Pvt. Ltd; Off: Western Express 
Highway, Bombay- -Glass Containers. (Lapsed) 

Shri Y.N. Ganeriwal, 33. Netaji Subhas Rd; Calcutta- 
Synthetic Rubber Cots & Approns. (Lapsed) 

Shri B.K. Burman, 6-Tinjala R >ad, Calcutta-45—Indus¬ 
trial Fasteners. (Cancelled) 

M/s Purulia Refractories, 18, R.N. Mukherjee Road, 
Calcutta- Fireclay & Silico Refractories. (Lapsed) 

Shri K. Ramourti, 22 Kamrudin Industrial Estate, 
Bombay- H.T. Fasteners. (Cancelled) 

Shri H.M. Dhawan, 45/54, Gaya Prasad Street, Kanpur— 
Gaskets. (Closed) 

M/s. Baroda Rayon Corpn. Ltd; Great Western Building, 
1st Floor, Apollo Street, Fort, Bombay- Pilfer Proof Caps. 
(Lapsed) 

M/s Aubcr Bearing Mfg. Co. Pvt. Ltd; Hingna Road, 
Nagpur-Ball, Cylindrical, etc. Bearings. (Cancelled) 

M/s A.B.C. Bearings Corporation, A-189, Defence Colony, 
New Delhi- Ball Bearings. (Cancelled) 

M/s Bharat Commerce & Industries Ltd; Surya Kirun, 
New Delhi - Not indicated. (Cancelled) 

Shri K.C. Shah, M/s Pankuj Trade Enterprises Pvt. Ltd; 
507, Kakad Chambers, Bombay-18—Glass Bottles. (Lapsed) 
M/s Jain Tube Co. Ltd; D-20 Cannaught Place, New 
Delhi—Hoi Rolled Skelp. (Cancelled) 

The Secretary, Cement Corpn. of India Ltd; Herald 
House, New Delhi- -Cement Plant. (Lapsed) 

M/s Nippon Electronics (India) Pvt. Ltd.; Bangalore— 


Plastic Film Capacitors. (Cancelled) 

M/a Nippon Electronics QfhditOl Pvt. Ltd; Bull Temple 
Road, Bangalore—Miniature Electrolytic Capacitors. 
(Cancelled) f • 

Shri Purushottam Dalraia, N-15. South Extn. Part-II, 
New Delhi—Industrial Fasteners. (Lapsed) 

Kanwar Bhrtendar Singh Sidhu, C-39, Defence Colony, 
New Delhi—H.T. Fasteners. (Lapsed) 

M/s Allied Steels Limited, I.A. Alipur Avenue, Calcutta. 
—Industrial Gases. (Lapsed) 

Mrs. S. Chopra, B-9, Greater Kailash, New Delhi—White 
Phosphorous. (Cancelled) 

Shri H D Patel, 7-A, Atul Park Near Naranpura, Char 
Rasta, Ahmedabad—Rubber Conveyor Belting, Fan and 
V-Belts—(Lapsed) 

M/s Mewat Metal Powder (India) Pvt. Ltd; Haresh 
Chambers, Bombay-3—Soyabean Oil ft Soyabean Meal ft 
Soya lecithin. (Lapsed) 

Shri Vidya Sagar, E-15, Bali Nagar, New Delhi—Forged 
Hand Toots. (Lapsed) 

M/s Steel Complex Ltd; WISCO Minor Feroke, Kerala— 
Oxygen Gas. (Lapsed) 

M/s DELCO Electronics Ltd; 29, Netaji Subhas Road, 
Delhi—Micro Motors. (Cancelled) 

M/s Cosmosteels (P) Ltd; Thompson House, New Delhi— 
Safety Razor Blades. (Cancelled) 

Shri M.M. Chopra, B-258, Greater Kailash-I, New Delhi 
—Hard Metal Products. (Cancelled) 

Col. A.S. Anand. GGG/USA/1, 51-Rock Ridge Drive, 
Port Chester, New York-10573—Oxygen Gas. (Lapsed) 

Shri A.K. Jain, C-l/32, Safdarjung, Development Area, 
New Delhi—Magnetic Heads, etc. (Lapsed) 

M/s Kanoria Precision Screws, Nagpur—Industrial 
Fasteners. (Cancelled) 

M/s Electrical Manufacturing Company Ltd; 136, Jessore 
Road, Calcutta—Extrusion Presses. (Cancelled) 

M/s Hindustan Development Corporation Ltd; Hindu 
Family Building, Calcutta—Electrolytic Manncsc Dioxide. 
(Cancelled) 

Shri C.J. George, Cheruthazhoor, Ernakular, Kerala— 
I ndustria) Gases. ( Lapsed) 

M/s Rolta Oxygen, C/oRolta Industries(P) Ltd; Indore— 
Oxygen Gas. (Lapsed) 

M/s East Asia Skin Corporation, C-l/23, Safdarjung 
Development Area, New Delhi—Finished Leather. (Lapsed) 
M/s Rughubans Bahadur ft Co., 8-Jumna Road, Delhi— 
Forged Hand Tools. (Cancelled) 

M/i Rajasthan Vanaspati Products Ltd; Bhilwara— 
Cottonseed Oil (Lapsed) 

Shri Kapoor Chand Singhal, Bee-Narian Gate, Bharatpur 
—Oxygen. (Lapsed) 

M/s Fertilizers ft Chemicals Travancore Ltd; Udyog- 
mandal. Emak ’.lam—Caustic Soda. (Lapsed) 

M/s Hindus'an Organic Chemicals Ltd; P.O. Rasayani, 
Kolaba, Maht rashtra—Caustic Soda. (Cancelled) 

M/s Gujarat Oxygen ft Acetylene Co., Vadva, Talavdi, 
Bhatnagur—Oxygen Gas. (Lapsed) 

Shri D.K. Jain, C/o Himalika Pvt. Ltd; Kotla Mubarak* 
pur, New Delhi—Silicones. (Cancelled) 
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sumsncs 


Excise duty 
relief 

The government of India 
announced on June 17, 1976 
a scheme for grant of relief 
in respect of selected com¬ 
modities to the extent of 25 
per cent of duty payable on 
goods produced in excess of 
production in a selected base 
year. 

The proposal to intro¬ 
duce the scheme to encour¬ 
age higher production was 
made by the Finance minis¬ 
ter while present ing the bud¬ 
get for the current year io 
Parliament. 

The scheme as finalised 
now in the context of excise 
reliefs already announced 
underlines government’s all- 
out efforts to boost pro¬ 
duction in farms and facto¬ 
ries. 

The scheme will conic into 
force on July 1, 1976 
to enable the manufacturers 
to file declarations and the 
department to check and 
verify the particulars and 
determine the clearances in 
the base year. However, 
clearances made up to that 
date during the current 
financial year shall be taken 
into account for calculating 
excess clearances. 
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The following are some of 
the important features of the 
scheme: 

The scheme covers a large 
number of items including 
ferrous and non-ferrous 
metals, a number of chemi¬ 
cals, certain varieties of 
plastics, commercial vehi¬ 
cles, tractors, tyres, tubes, 
coffee, tea, fertilisers, 
cement, electric batteries, 
electric fans etc. A list of 
all the items included in the 
scheme is given below. 

The scheme visualises 
grant of relief to the extent 
of 25 per cent of duty other¬ 
wise payable on that part 
of the specified goods which 
are cleared in excess of the 
base clearances. 

The base clearances will 
be: 

(a) Zero in respect of 
factories from which speci¬ 
fied goods are cleared for 
the first time on or after 
the first day of April, 
1976; 

(b) One third of the aggre¬ 

gate of clearances of speci¬ 
fied goods during financial 
years 1973-74, 1974-75 

and 1975-76 in respect of 
factories from which such 
goods are cleared for the 
first time on or after the first 
day of April, 1973 but 
not later than March 31, 
1976; 

(c) The aggregate of the 


clearances of specified goods 
in the year in which clearan¬ 
ces of such goods during 
any of the financial year 
1973-74, 1974-75 and 1975- 
76 were the highest, in res¬ 
pect of factories from which 
such goods were cleared for 
the first time earlier than 
the first day of April, 
1973. 

For the purpose of (he 
above calculation only duty 
paid clearances for home 
consumption, clearances for 
use in the production or 
manufacture of other goods 
and all clearances for export 
will be taken into account. 

The scope of the scheme 
has been widened to cover 
• new units. In respect of 
the units which come into 
existence after April I, 1976, 
the whole clearances of the 
specified goods shall be en¬ 
titled for exemption from 
duty under this scheme. 

In most of the cases the 
clearances shall be deter¬ 
mined in physical terms viz. 
by weight, number or 
volume. In a few cases 
where clearances are to be 
determined in terms of value, 
attempt has been made to 
neutralise ihc effect of price 
escalation to the extent pos¬ 
sible. 

The scheme also contains 
provision to take necessary 
measures in the event of 
abuse of the scheme by un¬ 
scrupulous licensees. 

The scheme shall not be 
applicable to the manufac¬ 
turers working under the 
simplified precedure under 
Chapter VII B of the Cen¬ 
tral Excise Rules, 1944. In 
their cases there is already 
a provision that no addi¬ 


tional duty Liability will ac¬ 
crue even if the assessee’s 
production exceeds the past 
performance up to 50 per 
cent. 

The scheme shall remain 
in force upto March, 31, 
1979. 

Extension of the scheme 
to the textile group of in¬ 
dustries and paper is under 
active consideration and a 
further announcement in 
this regard will be made. 

Government hopes that 
as a result of this scheme, 
production in vital sectors 
of the industry will go up 
which in turn should stimu¬ 
late overall production of 
essential items in the coun¬ 
try. 


JAY SHREE TEA & 
INDUSTRIES LIMITED 

Notice to the 
Shareholders 

NOTIC E is hereby given that the 
30th Annual General Meeting of 
the shareholders of the company 
will be held on Tuesday, the 31st 
August. 1976 at 3 P.M. at Birla 
Building. 9/1 rn Mukhcrjee 
Road, Calcutta 700 001 and its 
agenda has been/will be circu¬ 
lated to all members of the 
company in time. 

The Equity Share Transfer Regis¬ 
ters (Registers of Members) will 
remain closed from 10,8. 1976 to 
31.8. 1976 both days inclusive 
for the purpose of payment of 
dividends. 

By Order of the Board 
for JAY SH REF TEA & 
INDUSTRIES LIMITED 
B. C. BIYANI 
President 

Registered Office : 

'Industry House’ 

10 Camac Street 
Calcutta 700 017 

Dated, the 3lst May, 1976 
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List of Item Included la the Scheme of Excise Duty Relief t» JBammfe High** Itodnctio* 

■ ■ ’• - ■ • - ■ _ 


S.No. Item number of the 

First Schedule to the 
Central Excises and 
Salt Act, 1944 

Description of goods 

Unit for 

V- '( 

\ f ‘ ' 1 . 

1. 

2 

Coffee 

Weight 

2. 

3 

Tea 

Weight 

3. 

14A 

Soda Ash 

Weight 

Weight 

4. 

14AA(I) 

Calcium carbide, bleaching paste and bleaching powder, sodium 
hydrosulphite, bicarbonate of soda, bichromates of potassium or 
sodium, hydrogen peroxide and potassium permanganate 

5. 

I4AA(2) 

Caprolactum 

Wright 

6. 

14B 

Caustic soda and caustic potash 

Weight 

'7. 

14BB 

Sodium silicate 

Weight 

8. 

14C 

Glycerine 

Weight 

9. 

14DD 

Synthetic organic products 

Weight 

10. 

I4C 

Sulphuric acid 

Weight 

11. 

14H(i) 

Oxygen 

Volume 

12. 

14H(ii), (iii), (iv) 
and (v) 

Chlorine, ammonia, carbonic acid (carbon dioxide), refrigerant 
gases not otherwise specified such as sulphur dioxide and freen 

Weight 

13. 

14HH 

Fertilisers 

Weight 

14. 

15A(1) 

Artificial or synthetic resins and plastic materials 

Weight 

15. 

15A(3) 

Polyurethane foam 

Weight 

16. 

15AA 

Organic surface-active agents (other than soap); Surface-active 
preparations and washing preparations 

Weight 

17. 

I5B 

Cellophane 

Weight 

is; 

16(1) & (3) 

Tyres excluding tubes and flaps 

Value 

19. 

16(1) & (3) 

Tubes 

Value 

20. 

16A(4) 

Transmission, conveyor or elevator belts or belting, of vulcanised rubber Value 

21. 

23 

Cement 

Weight 

22. 

23C 

Asbestos-cement products 

Weight 

23. 

26A(I) 

Copper and copper alloys in any crude form produced wholly out 
of virgin metal 

Weight 

24. 

26AA 

Iron or steel products 

Weight 

25. 

26B(1) 

Zinc unwrought produced wholly out of virgin metal 

Weight 

26. 

27(a) (i) 

Aluminium in uny crude form produced wholly out of virgin metal 

Weight 

27. 

28 

Tin plate and tinned sheets 

Weight 

28. 

30(1), (2) and (3) 

Electric motors, all sorts (excluding parts) 

Value 

29. 

30A 

Power driven pumps 

Value 

30. 

30B 

Motor starters 

Number 

31. 

✓ 31(1) & (2) 

- 33 

|A J 34(1) 

V\ 34(3a) 

Electric batteries (excluding parts) 

Number 

32. 

Electric fans, all sorts 

Number 

33. 

Scooters 

Number 

34. 

Tractors including agricultural tractors 

Number 

35. 

34(4) 

Motor vehicles, not otherwise specified 

Number 

36. 

40 

Rolling bearings 

Value 

37. 

50 

Welding electrodes, all sorts 

Value 

38. 

51 

Coated abrasives and grinding wheels 

Value 

39. 

51A 

Cutting tools 

Value 

40. 

62 

Tool tips 

Value 

41. 

63 

Wire ropes 

Weight 

42. 

64 

Carbon black 

Weight 

43. 

65 

Rubber processing chemicals 

Weight 
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"LIONS DO NOT COMPROMISE! 

NOR DO WE" 

USE 

"THREE LIONS" BRAND 

SODA ASH & 

CAUSTIC SODA 

SODA BICARB 

AMMONIUM BICARBONATE 

SAURASHTRA CHEMICALS 

PORBANDAR 

.-._ ._. J 
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(PVIV PIVISION) 

ft 


Birlakootam, MAVOOR-.673 Ml Kozhikode Diet. KERALA. 
(Regd. Office: Birlagrain, Nagda, M. P.) 


HELPS 

To move the wheels of textile industry all over Indie 
Thus saving enormous foteign exchange 
Much needed for National Development, 


THIS IS A FOREST BASED INDUSTRY 
DO NOT DESTROY FORESTS 
GROW MORE TREES 
CONSERVE. FORESTS 
ENCOURAGE AFFORESTATION. 


“He that planteth a tree is a servant of God. He provideth kindness for many 


generations and faces that have not seen him 



Gram: “WOODPULP" Calicut Phone: 73973-74, Calicut 

Telex : 084 - 216 61 and 62 Mavoor 


( Use PIN Code, It Helps Speed Up Your Mail) 












